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THE MUTUAL SECURITY ACT OF 1954 





MONDAY, APRIL 5, 1954 


Hovse or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 


Washington, D. C. 


The committee met, pursuant to call, in room 1301, New House 
Office Building, at 10: 10a.m., Hon. John M. Vorys presiding. 

Mr. Vorys (presiding). The committee will come to order. 

Today the committee is opening its hearings to review the program 
of foreign operations authorized by legislation originating in this com- 
mittee, and to consider the requests for authorizations for the coming 
year, fiscal year 1955. 

In previous years, this legislation involved extensions of up to 11 
different laws combined in a single-package bill. This year we will 
have a complete revision of this “patchwork of statutes,” as it was 
described in a Presidential message last summer, and as stated in that 
message, the executive branch has prepared a draft of a new, compre- 
hensive bill which will be available for congressional consultation 
luring our hearings. 

Rut before taking up the bill, the committee will first go over the 

re present and proposed program. We start that this morning. 

Under present laws and practice, policy direction is given to the 
Secretary of State under the President, and operations are carried on 
largely by the Foreign Operations Administration and the Depart- 
ment of Defense. ° 

These agencies will give us the details of the program, beginning to- 
morrow. Today we will hear the Secretary of State on the policies 
guiding our foreign operations, first in an open session and then, later 
this morning, in executive session, to hear matters that are not appro- 
priate for a public hearing. 

Mr. Secretary, we welcome you here. We know you will help us. 
not only because of your long experience and vast knowledge and your 
wise, firm, and farseeing statesmanship in foreign affairs, but because 
you have been a Senator and understand our problems here on Capitol 
Hill. 

The Secretary of State, Mr. Dulles, our first witness. 


STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF STATE 


Secretary Duties. Mr. Chairman, I welcome this opportunity to 
testify in support of the mutual security program for fiscal year 1955. 
As you have indicated, I shall deal with this matter primarily from 
the standpoint of overall foreign policies. Other aspects of the prob- 
lems will be dealt with by other witnesses. 

This program is designed to promote the security and the welfare 
of the United States. It takes account of four basic facts: 


(1) 
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The Soviet and Chinese Communist rulers continue to build a 
vast military establishment to serve their goal of world domination. 

The United States cannot gain security in isolation, but only 
through a system of collective security. 

. Certain free-world countries cannot, without our help, maintain 
the military posture required in the common interest, including the 
interest of the United States. 

4. The threat we face is neither a short-term threat nor is it ex- 
clusively a military threat. Therefore, we should strive to hold free 
world security commitments to levels which are compatible with the 
economic and social health of ourselves and our allies. 

These basic principles derive from the past and are applicable to the 
future. Of course, changing conditions call for changing applica- 
tions. I shall, in this presenta ition, primarily deal with those features 
of next year’s program which reflect change. 


I, DETERRENT STRATEGY 


During the past year, our strategy has been developed with a view to 
placing greater emphasis upon deterrent power. It is not practical 
to meet in kind the vast land power of the Soviet bloc and which, from 
its central Eurasian land mass, could strike out in any one of many 
directions against any one of more than 20 free nations. To attempt to 
match that kind of power at every vital point where it might attack 
would mean bankruptcy and the exposure of many countries to cap- 
ture from within by Communist infiltrations. Thus, while the need 
of localized land strength is by no means ignored, there has been an 
intensified search for effective and less costly ways to deter attack. 

We have felt that potential aggressors would hesitate to attack 
if they felt that they would be made to suffer more for their aggression 
than they could gain by their aggression. That realization can be 
created if the free world has diversity and flexibility of retaliatory 
power. We must not feel bound always to give the aggressors the 
choice of place and means. We must have a choice of our own. That 
choice would follow a judgment as to what would hurt the aggressor 
beyond his possibility of gain and at the same time not enlarge the 
conflict to our disadvantage. 

The free nations can gain that power to choose, and consequently to 
deter, if they create a “widespread community system in which de- 
fensive strength is reinforced by mobile power which has many 
points on which it can be based. This is not only effective, but rela- 
tively economical, for then the power that protects one can quickly be 
made available to protect many. 


Il. NATO 


The North Atlantic Treaty Organization, which yesterday cele- 
brated its fifth birthday, provides the facilities needed to implement 
deterrent policies. It does not neglect defensive strength. But it 
powerfully supplements this by an extensive system of bases and 
facilities, shared in common, which extend from Canada through the 
North Atlantic to Europe and into Asia. 

Also the NATO Ministerial Council, which normally meets twice 
a year, assures indispensable consultation on an authoritative basis. 
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This NATO system is looked on as an essential element in United 
States policy. 

For 1955, the amount of new authorizations and appropriations 
required for our contribution to NATO's defensive strength will, I 
am glad to say, be much less than heretofore. This is due to the fact 
that a revision in force goals under the new strategy, the substantial 
progress that has already been made in equipping and training NATO 
forces, and greater efficiency, has enabled us to meet our past commit- 
ments at less cost than had been estimated. 


Ill. EDC 


. 


Any consideration of NATO is incomplete without a consideration 
of the present status of the European Defense Community. NATO 
needs a German contribution and, above all, it needs a Franco-German 
unity which will end, for all time, what has been the world’s worst 
fire hazard. The French proposed to gain these ends by uniting six 
continental nations, including France and Germany, to create a new 
community whose Armed Forces, drawn from each member nation, 
would, in Europe, replace national forces. 

By next month it will be 2 years since the treaty to create the EDC 
was signed. So far ratifications have been completed by 3 of the 
parties, namely, Belgium, the Netherlands, and the West German 
Republic. Ratification by a fourth country, Luxembourg, may occur 
very soon. In the case of France and Italy, the parliamentary 1 ratifi- 
cation process has not yet begun, but early dates for that may soon 
be set. 

These delays constitute a negative factor from the standpoint of the 
free world. They delay the capacity of NATO to draw on Germans 
for building the strength needed to implement NATO’s forward 
strategy. Also, they prevent West Germany from joining the family 
of sovereign free nations. This is because the treaties to restore sover- 
eignty to ‘the West German Republic are by their terms contingent 
on EDC coming into force. There is, of course, a duly elected West 
German Government. But it is not yet a sovereign government. 

It is obvious that the present status cannot continue much longer. 


IV. SPAIN 


During the past year, the NATO defense system has been supple- 
mented, so far as the United States is concerned, by a base arrangement 
with Spain. This will enlarge in an important way the facilities avail- 
ble to the United States air and naval craft in the western Mediter- 
ranean area. This has been desired for a long time. Now, the nego- 
tiations have been successfully concluded. This represents an addition 
to our overall security. It will, however, call for an item of appro- 
priation. 

V. ECONOMIC ASSISTANCE 


Another encouraging development during the current year is the 
increase in the economic well-being of our European allies. Generally 
speaking, their living standards have risen, their currencies are 
stronger, and the people feel a greater confidence in their future. 
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Their international position, from the standpoint of balance of 
payments, has also improved, and the balance is now moderately 
favorable to them. This result has been assisted by our offshore pro- 
curement program, which enables Europe to earn dollars by manu- 
facturing some of the military supplies which we need. Also, we have 
given dollars to France on account of her expenditures in Indochina. 

The creation of a more healthy economy in Europe is due in con 
siderable measure to the adoption, this year, of the “long haul” con- 
cept for NATO. The prior program of rapid military buildup was 
demonstrably not within the economic capabilities of the member 
countries. The new program involves less quantity but more quality. 

By the use of methods of greater selectivity, and by increased de 
pendence upon new strategy, it will be possible to maintain a steady 
increase of defensive capability without military costs which our 
European allies could not carry without great economic help from 
the United States. 

We do not believe that even the United States can prudently make 
vast economic grants a permanent part of its policies. 

We have sought to eliminate economic aid to Europe as pure 
budgetary support. Exceptions are where this is necessary to main- 
tain military establishments which directly benefited us and which 
cannot be maintained to the degree deemed desirable by our military 
advisers without some support from the United States. 

The case of Turkey illustrates this point. Turkey maintains about 
20 divisions of splendid fighting quality at a strategic location. The 
Turkish economy cannot support this without some assistance and, 
therefore, the mutual security program makes provision for this. 
We believe that the money spent in this way brings a greater return 
to the United States in terms of its own security than if it were spent 
in some other way or if it were not spent at all. 

There are, in the program, some items of economic aid not related 
to direct military benefits. This is particularly the case in relation 
to Asia and Latin America. In most cases, the amounts are small. 
The largest single economic item, outside of Korea, of which I shall 
speak later, is $85 million to be recommended for India. India’s 
foreign policy differs from our own. But freedom accepts diversity. 
The Government of India is carrying on a notable experiment in free 
government. It provides a striking contrast with the neighboring ex- 
periment being conducted in China by the Communist police-state 
system. We believe that it is important to the United States that 
India’s 5-year economic plan should succeed, and that to continue to 
help in this is legitimately in the enlightened self-interest of the 
United States. 

It can, however, be reported that, generally speaking, measures of 
a self-reliant nature are effectively replacing grant aid. 


VI. THE MIDDLE EAST 


Another new element of encouragement is the action of Turkey 
and Pakistan in concluding, last week, a treaty of friendship and 
cooperation. It is good that the ee of mutual security has taken 


hold in the important Middle East. This is an area of great human, 
economic and strategic value. It has been weakened by divisions. 
The fact that Pakistan and our NATO ally, Turkey, now plan to 
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cooperate for security gives both of these countries a new source of 


strength. Also, they have set an example that others may follow. 

The 1955 mutual security program will include continuing authori- 
ation for military supplies to Pakistan, designed to enable it to play 
ts part in regional defense. It may be noted that Pakistan has given 
clear assurance that the military aid it receives from the United 
States will be used only for defensive purposes. 


VII. LATIN AMERICA 


Before discussing the Far East, I should like to say a word about 
this hemisphere. I returned only recently from the Tenth Inter- 
American Conference at Caracas. That conference made a major 
declaration of foreign policy. It affirmed that if the international 
Communist movement came to dominate or control the political in- 
stitutions of any American State, that would constitute a threat to 
the sovereignty and political independence of all the American States, 
endangering the peace of America. The only vote against that dec- 
laration came from Guatemala, for reasons that are obvious. 

This action taken by the Inter-American Conference marks an 
important step forward in unifying this hemisphere against the 
threat of international communism. However, other steps also are 
needed. Living standards in most of Latin America are low and there 
are large and vocal elements who seek to place the blame on the United 
States. 

Our mutual security program will take into account the importance 
of economic growth and better standards of living in Latin America. 
The principal help our Nation can give will be through private enter- 
prise. However, this can and should be supplemented by certain 
governmental measures. Among these are the technical cooperation 
programs. ‘The mutual security program for 1955 will contain some 
continuing provision for this type of assistance in Latin America and 
elsewhere. It produces results far greater than can be measured by 
the dollars appropriated, for it spreads knowledge that helps others 
to help themselves. 


VIII, KOREA 


Now, let me turn to the Far East. There the developments of the 
year have produced mixed results, some favorable and some unfavor- 
able. In Korea, the fighting has been ended by an armistice con- 
cluded last July. The killing there has stopped. That result, honor- 
ably achieved, has, we believe, afforded deep satisfaction to the Amer- 
ican people. 

The ending of the fighting has its impact on the 1955 mutual security 
program. 

It is no longer necessary for the Department of Defense to expend 
the billions which were involved in conducting active fighting. In 
place of this destructive and wasteful expenditure, there is now a 
program for relief and rehabilitation of the Republic of Korea. This, 
in part, is being conducted by the United Nations, but the main part 
isa United States effort. 

It is an immense task to restore domestic well-being in war-ravaged 
Korea. However, the cost represents only a small fraction of what 
would be the cost of waging war. We believe that the accomplishment 
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of this peaceful task will be in the interest of the United States and of 
the free world if it shows, as we know it can, the capacity of freemen 
to excel in the arts of peace. 


IX, JAPAN 


The Government of Japan is now planning to assume a larger share 
of responsibility for its own defense, which will contribute to the 
maintenance of peace and security in the Far East. The Japanese 
have been understandably reluctant to assume the economic burden of 
re-creating even a modest security establishment. 

Also, they were so shocked by the ghastly consequences of World 
War II that they have tended to close their eyes to the emergence 
of a new military threat. However, on March 8, 1954, a mutual 
cseuine agreement was signed between the United States and Japan. 
It contemplates an expansion of the Japanese defense forces with 
United States assistance principally in terms of military end items. 
While this will create an item of cost for the United States, it is a 
cost which will have compensating benefits. 


X. INDOCHINA 


The situation in Indochina continues to be fraught with great 
danger, not only to the immediate area, but to the security of the 
United States and its allies in the Pacific area. You will recall that 
we have treaties of mutual security and defense with Australia and 
New Zealand, and with the Philippines, which recognize that the 
area is one which is vital to the peace and safety of the United States. 

Communist China has been intensifying Communist aggression in 
French Indochina. 

In application of the classic Communist pattern, they have sought 
to capitalize on local aspirations for independence and used them as 
a pretext for a major war of aggression. The rulers of Communist 
China train and equip in China the troops of their puppet Ho Chi- 
Minh. They supply these troops with large amounts of artillery and 
ammunition. They supply military and technical guidance in the 
staff sections of Ho Chi-Minh’s command, at the division level, and 
in specialized units such as the signal and engineering corps, artillery 
units, and transportation. 

The large purpose is not only to take over Indochina, but to 
dominate all of southeast Asia. The struggle thus carries a grave 
threat not to only to Viet-Nam, Laos, and Cambodia, but also to such 
friendly neighboring countries as Malaya, Thailand, Indonesia, the 
Philippines, Australia, and New Zealand. 

The United States Government has been alive to the growing peril. 
Last September we agreed with the French Government to help carry 
out the Navarre plan. This is a plan, designed by General Navarre, 
to break the organized body of Communist. aggression by the end of 
the 1955 fighting season and thereby reduce the fighting to guerrilla 
warfare which could, in 1956, be met for the most part by ‘national 
forces of the three Associated States. 

The basic elements of this plan were: Full independence of Viet- 
Nam, Laos, and Cambodia, within the French Union, so that their 
peoples would have a clear stake in the struggle; 
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Building up the national forces of Viet-Nam, Laos, and Cambodia ; 
and 

Some initial addition of armed strength from other parts of the 
French Union. 

The United States, on its part, agreed to contribute most of the re- 
quired military end items and to finance most of the monetary cost 
of the program, particularly in relation to training, equipping, and 
maintaining more local forces. 

This arrangement involved a substantial increase in the cost which 
had been assumed in relation to the mutual security program which 
was submitted to you in the spring of 1953. Even then a large sum, 
$400 million, had been asked for and was appropriated. It was found 
desirable to increase this dollar amount to $785 million. Also, the 
volume of military end items was largely increased. This was done 
within the framework of the present act by resort to the flexible trans- 
fer provisions which were used with the approval of congressional 
leaders. 

This Indochina situation, and also the larger use of funds in Iran 
in response to favorable political developments there, illustrate the 
vital importance of transfer provisions which enable the President 
to shift funds in accordance with changing needs which cannot 
always be foreseen a year or more in advance. 

We shall seek, for 1955, funds for Indochina on a scale comparable 
to that which has been found necessary for the current year. 

This item is of great importance as, indeed, appears from the 
illuminating report from your subcommittee, of which Congressman 
Judd was chairman. 

There is no reason to question the inherent soundness of the Na- 
varre plan. The French Government, by its declaration of July 3, 
1953, assured complete independence to Viet-Nam, Laos, Cambodia, 
and that is being translated into reality. The national forces of these 
three states are being trained and equipped in increasing numbers. 
The French have, as promised, built up their own forces in Indo- 
china. The French and national forces have shown superb fighting 
qualities in the epic battle of Dien Bien Phu. Nothing has hap- 
pened to change the basic estimate of relative military power for 
1955. On the contrary, the Communists are now expending recklessly 
their military assets in Indochina. 

It seems obvious that they are gambling on a supreme effort to break 
the fighting spirit of the French and Associated States before the 
present fighting season ends in May and the Geneva Conference gets 
under way. 

That scheme must be frustrated. The way is to prove that when the 
Communists use their manpower in massive, suicidal assaults designed 
to break a single will, the result is the rallying of many wills that, 
together, are unbreakable. The need of the hour is solidarity on the 
part of the free world, and notably on the part of all those nations 
which have a direct and vital stake in the freedom of the area. The 
Governments of France and of the Associated States ought not to 
feel that they stand apart in an hour of supreme trial. 

That is the judgment of this administration, and I feel confident 
that that view is shared by the Congress. I hope that it will be 
shared by the other nations concerned. In that way, a lesson can be 
be taught that will protect us all. 
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The imposition on southeast Asia of the political system of Com- 
munist Russia and its Chinese Communist ally would be a grave 
threat to many. It should not be passively accepted, but met by a 
unity of will and, if need be, by unity of action. 


XI, FREE WORLD UNITY 


The present world situation calls for a large measure of unity and 
cooperation on the part of the non-Communist nations, not only in 
relation to Indochina, but in relation to many matters. Not one of us 
alone could face with confidence an encounter with the Soviet bloc. 
Its rulers now hold in their tight control 800 million people, and they 
develop these people and the vast national resources of their lands into 
a great power machine. 

This machine is equipped with the most modern instruments of 
mass destruction. These they develop with no inhibitions. For- 
tunately, the free world capacity for instantaneous retaliation neu- 
tralizes this threat of mass destruction. Otherwise, this power to 
annihilate, coupled with lack of all moral restraint, would be an intim- 
idating influence of unprecedented potency. 

None should doubt that the Soviet rulers still seek world domination. 
The recent four-power conference at Berlin served strikingly to dem- 
onstrate that the Communist leaders cannot reconcile themselves to 
human freedom and feel that, because freedom is contagious, they 
must try to stamp it out. This basic incompatibility of communism 
with freedom drives them always to seek to extend their area of con- 
trol. This is not merely due to lust for power, but to genuine fear of 
freedom. 

It is true that the Soviet leaders are professing a desire for peace- 
ful coexistence in Europe. But, as the Berlin Conference revealed, 
the Soviet rulers will take no step, however little, to relax their grip 
on their captive peoples. Not only do they keep Germany divided 
and Austria occupied, but they seek by every device to extend their 
poe to Western Europe. They seek to perpetuate divisions, notably 
vetween France and Germany, which cannot possibly serve anyone 
who genuinely seek peace. They seek, by infiltration, to disrupt the 
unity and strength of NATO. 

Only incredible blindness, or the most wishful of thinking, could 
lead us to believe that the danger is over and that each free nation 
could now safely go its separate way. We must stay united. 

The maintenance of unity calls for understanding and forebearance 
and cooperation on the part of all of the free nations. There is a 
natural impatience in each free country with the conditions which 
require us, for so long, to walk in step with each other. In some 
countries, there are those who protest that the cooperation of their 
governments in this common cause shows subserviency and that they 
should prove their independence by practicing isolationism. Some in 
this country feel that the United States would do better if it relieved 
itself of military and economic burdens and political anxieties which 
now thrust themselves upon us from every quarter of the globe. 

The main goal of Soviet strategy is to break the free world apart. 
All of their diplomacy, their propaganda, their pressures, their in- 
ducements, have this aim. These efforts are not altogether without 
success. 
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This United States mutual security program is one of the ways to 
prevent the success of Soviet strategy. It helps indispensably to 
maintain a unity which is vital to our own security. Without that 
unity, the United States would quickly be forced to become a garrison 
state and the strangling noose of communism would be drawn ever 
tighter about us. 

I urge, therefore, that this program be given your prompt and sym 
pathetic consideration. It is a measure for the security of the United 
States and for the maintenance of freedom in the world. 

Thank you, Mr. Chairman. 

Mr. Vorys. Mr. Secretary, you have certainly given us a master- 
ful survey. You have covered the waterfront, the whole planet. 
Now we will proceed to the question period. Later in the morning we 
will go into executive session but it is hoped that we will have time 
for all of our members to ask questions in open session under the 5- 
minute rule, which, I remind our brethren, is a maximum and not 
necessarily a minimum. 

The first question from Mrs. Bolton. 

Mrs. Borron. It is very good to have you with us, Mr. Secretary. 
We very much appreciated the strength with which you handled the 
Berlin situation and what you brought about in Caracas. 

After my experience of 3 months in the United Nations, I realize 
how difficult it is to do exactly what you did. May I express my ap- 
preciation for your ability to carry forward. 

I do have a question that I want to start you off with and I hope you 
will want to answer it: What late information, if any, have we about 
Communist Chinese participation in the battle of Dien Bien Phu? 

Secretary Duxuxs. I received some fresh advice only a few minutes 
before coming here and I jotted it down because I thought the answer 
to that question might be of interest and I assumed the question would 
be put. 

In the battle of Dien Bien Phu, the following facts are verified: 
First, a Chinese Communist general named Ly Chen-Hou is stationed 
at Dien Bien Phu at the headquarters of General Giap, the Viet Minh 
commander. Under this Chinese Communist general, Ly Chen-Hou, 
there are nearly a score of Chinese Communist technical advisers at 
the headquarters of General Giap. Also there are numerous other 
Chinese Communist technical military advisers at the division level. 
There is a widespread system of special telephone lines installed, and 
these were installed and are maintained and operated by Chinese 
personnel, There are a considerable number of 37 millimeter anti- 
aircraft guns, radio-controlled, in the Dien Bien Phu area which are 
shooting through the clouds to bring down the French aircraft. These 
guns are operated by members of the Chinese military establishment. 

In support of the battle there are approximately 1,000 trucks, about 
one-half of which have arrived since the first of March, all coming 
from the Red China area, and all driven by Chinese Army personnel. 
The foregoing is additional to the fact, of course, that the artillery, 
the ammunition, and the equipment generally come from Communist 
China. 

Mrs. Botron. That is a very straight story you tell there in a very 
few words. Thank you very much, 

Secretary Duties. It is a very ominous story. 
Mrs, Borron. It is a very ominous story. 
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Thank you, Mr. Chairman. 

Mr. Vorys. Mr. Gordon 

Mr. Gorvon. Mr. Secretary, I am certainly happy to see you here 
today, giving us your views on the big problems that confront us. 
I have two questions. On the first page of your statement, item 2, you 
state : 





The United States cannot gain security in isolation but only through a system 
of collective security. 

Do you mean by that that the united effort on the part of the United 
Nations and other affiliated organizations can take care of that ? 

Secretary Duties. Yes, sir. The United Nations is, of course, the 
basic and most nearly universal organization that there is, and the 
United States gives to it full allegiance and support. 

However, security provisions of the charter have not operated very 
effectively because of the misuse in that body of the Soviet Union veto. 
Therefore, it has been necessary, in a search for security, to develop a 
group of security organizations under the provisions of article 51 of 
the charter which permits collective, or individual action for self- 
defense. Those groups represent such organizations as NATO, the 
Rio Pact, our Pacific security arrangements and so forth. The col- 
lective security to which I refer relates at the moment primarily to 
those groupings, rather than to the United Nations for the reason 
I indicate, namely, that the security feature of the United Nations 
through the Security Council has to a very large extent been nullified 
by Soviet vetoes. 

Mr. Gorvon. On page 8 you say that the Communists of China are 
trying to overtake Indochina and also dominate all the countries in 
southeast Asia. 

Mr. Secretary, could you tell us what is the feeling of the neighbor- 
ing nations, and what are they doing to help France in resisting the 
Communist forces there? I am speaking, of course, of Cambodia, and 
neighboring nations. 

Secretary Duties. I would say only this: The United States is, and 
for some considerable time has been, in very close touch with the 

—_ resentatives of the neighboring nations. We have had many con- 
sultations with reference to the matters which you put. I would pre- 
fer not, at the present time, to attempt to state just what the position 
of those other governments is, because I think it is primarily for them 
to take their position when they have finally formulated it. 

Mr. Gorvon. Perhaps we could hear about that in executive session. 

Secretary Dutxes. I can tell you more in executive session than I 
can properly tell you here. 

Mr. Gorvon. Thank you very much, Mr. Secretary. 

That is all I have to ask at this time. 

Mr. Vorys. Mr. Smith 

Mr. Smiru. Mr. Secretary, what is the situation in North Korea 
with reference to the buildup of Communist forces there, in violation 
of the armistice agreement? Would you care to speak of it, at this 
time. 

Secretary Duxtxs. There are probably some substantial violations 
there. It is not easy to be categorical about the matter largely because 
of the fact that the supervisory commission which is supposed to 
check in the area and to observe violations, has not been allowed to do 
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an adequate job. The Swiss and Swedish members of that Commis- 
sion, I think I can say, have not themselves spoken officially on the 
matter. But the impression we have is that they are not able to do 
an adequate job of checking. Therefore, verification of the violations 
is not easy to make. It is the impression of the military people that 
there are violations, that there is a buildup beyond the limits, particu- 
larly in terms of aircraft. A number of specific violations have been 
yrotested by the United Nations Command—I think there is a total of 
about 40. Most of these, however, are of a relatively minor character 
and we do not at the moment possess the evidence to prove beyond 
a doubt the military and air buildup there. It is probable but, as I 
say, actual proof is lacking because of the fact that the control ma- 
chinery has to a considerable extent broken down because of obstacles 
put in the way of the Swiss and Swedish members of that committee. 

Mr. Smirx. Who is doing that? 

Secretary Duties. Who is doing that ! 

Mr. Sirn. Yes. 

Secretary Dutxes. The forces with de facto control in North Korea. 

Mr. Smiru. In other words, we have a situation comparable to that 
which existed prior to the time of the Korean ace whereby the 
United Nations Commission could not go north of the 38th parallel 
with respect to that situation. 

Secretary Duties. It approaches that. Members of the super- 
visory commission are allowed to go, as I understand it, to certain 
limited points, but they are denied a sufficiently broad observation to 
be able to cover the entire situation and be sure that either there are 
no violations or that the violations are detected. They go to one or 
two places in the north area, but, as I say, their opportunities there 
are quite limited. 

Mr. Smirn. It would seem fair to conclude that so far as the in- 
spection teams are concerned, the North Koreans will not cooperate 
in any way to comply with the armistice predicament. 

Secretary Duties. I think that is a fair conclusion. 

Mr. Smirn. I have more questions, Mr. Chairman, that I would like 
to reserve for the executive session. 

Mr. Vorys. Mr. Carnahan. 

Mr. Carnanan. Mr. Secretary, it is a pleasure to have you here 
and we certainly wish for you every success in the months ahead. 

In your statement on page 8 when you were speaking of the Navarre 
plan, you stated that one of the basic elements of the plan is full inde- 
pendence for Viet-Nam, Laos, and Cambodia, within the French 
Union, so that their peoples would have a clear stake in the struggle. 
And then on page 9 you state: 

There is no reason for questioning the inherent soundness of the Navarre 
plan. The French Government, by its declaration of July 3, 1953, assured com- 
plete independence to Viet-Nam, Laos, Cambodia, and that is being translated 
into reality. 

I wonder if you would care to comment a little further on just how 
that plan is being transferred into reality. 

Secretary Duties. A treaty was concluded last October, I think, 
with the Government of Laos, which carries that understanding into 
effect and which does give the Government of Laos complete inde- 

endence within the framework of the French Union, just as mem- 

ers of the British Commonwealth, like India and Australia, are 
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members of the British Commonwealth, but there are no restrictions 
upon their right to conduct their own affairs, both internally and 
externally. 

In the case of Viet-Nam, the negotiations are at the moment af 
ceeding at Paris. They are not yet uhtbeiied. They are far ad 

vanced and the indications which T received on Saturday were that 
it was hoped that they would be concluded within a few days. 

In the case of Cambodia, negotiations have not yet really gotten 
adequately underway, but a very considerable amount of domesti: 
authority has in fact been transferred from the French authorities 
to the Cambodian authorities. 

Mr. Carnanan. On page 10 of your statement you say that— 

The imposition on southeast Asia of the political system of Communist Russia 
and its Chinese Communist ally would be a grave threat to many. It should 
not be passively accepted, but met by a unity of will and, if need be, unity of 
action. 

If you are at all in position to do so, I wonder if you could comment 
further on anything as to the nature of further possible unity of 
action. 

Secretary Dutues. I will defer the answer to that question to the 
executive session if I might. 

Mr. Carnanan. That will be quite all right. 

That is all. 

Mr. Vorys. Mr. Merrow. 

Mr. Merrow. It is good to have you with us, Mr. Secretary. You 
have made a very lucid and comprehensive statement on foreign pol 
icy, and we are very happy to have it. 

‘On page 2 you have talked about possible aggression and state that 
realization—that is in paragraph 2—can be created if the free world 
has diversity and flexibility of retaliatory power, and that we must 
not feel bound always to give the aggressors the choice of place and 
means. 

In order to be in that position, doesn’t that mean that the United 
States must have and maintain air and atomic supremacy ? 

Secretary Duties. I think that should be an essential element in 
our policy ; yes. 

Mr. Merrow. On page 3, Mr. Secretary, in discussing the EDC, 
European Defense Community, the last sentence in the section : “Tt is 
obvious that the present status cannot continue much longer.” 

Would you care to comment on the possibility of ratification by 
the key countries that have to date not ratified the European Defense 
Community, as to the possible timing of such ratification. 

Secretary Duties. We hope, with some basis for that hope, that 
before the Easter recess begins in France that a date will be Axed for 
the beginning of the debate, shortly after the recess is over. That 
would be sometime around the middle, or the latter part of May. 

That is the only estimate I can make here and it is only an estimate, 
because the French authorities have not yet taken the final decision 
required by the Government, by the Parliament, and their commit- 
tees to make that definitive. 

However, that is the best estimate which I can make at the present 
time. 

In the case of Italy, the Cabinet has drafted a bill which is necessary 
to put the European Defense Community into force and constitute a 
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ratification treaty by Italy, and we believe that bill will go to the 
Parliament within the next week or 10 days. The Government has 
indicated it will make the matter one of confidence. 

Mr. Merrow. Do you feel fairly optimistic about this, Mr. 
Secretary ¢ 

Secretary Duties. It is one of these matters which I do not think 
lends itself either to optimism or pessimism. It is a matter which 
is of such transcendant importance that the only thing that we can 
do is to do what we can to bring about a result which seems to me is 
indispensable for the future well-being of Europe and the maintenance 
of peace and security in the area. Just what the United States can 
do at this juncture is rather limited. Perhaps the best thing we can do 
at this particular moment is to do very little, because we do not in an) 
way want to give the impression in either the French or Italian Parlia 
ments that the United States is attempting to exert coercive pressure 
upon their governments or their countries. That is not the fact. The 
only coercion that exists is the coercion of very hard facts which, it 
seems to me, must govern the judgment and eventually the vote of 
those who have to deal with this matter. Consequences of a negative 
result are so difficult to appraise and so pregnant with very grave im- 
plications that it is my belief that the power of those facts will exert 
an influence on the final result, but I don’t want to be in the position 
of attempting to make any clear forecast. 

Mr. Vorys. Mr. Zablocki. 

Mr. Zasiockt. Thank you, Mr. Chairman. 

Mr. Secretary, I join my colleagues in wishing you well and every 
success, 

After January 1953 in some circles there was very much expected 
from Formosa, There is little time to permit detailed discussion of 
the policy for each country, therefore I am sure the omission of For- 
mosa is not intentional in your testimony this morning, Mr. Secre 
tary. However, will this committee be advised, presumably in execu- 
tive session, of the policy for the Far East, generally, and for coun- 
tries such as Taiwan, Indochina, Indonesia, specifically ? 

Secretary Duties. Yes. Certainly we will cover those matters. I 
might say that the omission here of a specific reference to Formosa is 
not any thought on our part to neglect that important area. As I in 
dicated I tried to confine this presentation primarily to situations 
where there had been a significant change in the position from what 
it had been the year before. Actually, the situation in Formosa con- 
tinues about as it was and I think authorizations which we will seek 
for Formosa in the way of economic and military aid will be about 
on the same order as requested the year before. It was because of that 
I didn’t make specific reference to it in my original presentation. 

Mr. Zasiocki. Generally, the lifting of the embargo has not 
changed the situation at Formosa particularly ¢ 

Secretary Duties. It has changed the situation to this extent. If 
by embargo you mean the cancellation of the orders of the 7th Fleet, 
it has changed the situation to the extent of leaving the Communist 
Chinese to develop a larger force to give protection along the main- 
land and thus has subtracted from their efforts in Korea and Indo- 
china. That is, it created a threat at the center which it had to 
meet by considerable effort of a military character there, both in terms 
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of manpower and in terms of creation of airbases and things of that 
sort. 

Mr. Zaniockt. I am sure you will go into more detail in executive 
session, Mr. Secretary. 

May I have one more question ? 

Mr. Vorys. Proceed. 

Mr. Zapniockt. Press stories today, Mr. Secretary, claim there will 
be a review and revision of trade policies with the Communists and 
Communist-dominated countries as a gesture of peace sincerity. In 
your opinion, is this an indication and a sign of strength or weakness? 

Secretary Duties. On our part? 

Mr. Zasiockti. Yes, sir. 

Secretary Duties. The matter is one on which Mr. Stassen who 
will be here tomorrow, will speak more fully. 

Mr. Stassen, as you know, went to London last week and partici- 
pated in the basic discussions with the top officials of the United 
Kingdom Government and the French Government. Now there is a 
program being worked out in detail and that detail work has not 
yet gotten underway. 

There will probably be certain items which will be removed from 
the strategic fist for what may be a variety of reasons. Either we 


don’t consider them any more strategic, or we believe the benefit which 
our allies will derive out of trade in those goods will help the free 
world more than it would help the Soviet Communist world. 

I can assure you that the relaxation is not one which is predicated 
upon any assumption that the Soviet Union is not trying to build up 
a great military establishment or that it has abandoned its goals of 


world conquest. Those premises remain, as I expressed them to your 
committee here this morning, but as I say, though, the application of 
those principles has to be reappraised from time to time in the light 
of changing circumstances, and that is what is going on. I would 
say it is a reappraisal in terms of detail, rather than any change of 
our basic concept as to the nature of the struggle that we are in. 

Mr. Vorys. Mr. Judd 

Mr. Jupp. Mr. Secretary, all of us are impressed by the compre- 
hensive statement you have made here this morning and by your other 
public statements given in the months you have been in your present 
post. I think they have done a great deal to clarify thinking in our 
own country and around the world, in developing the unity that you 
have stressed. 

What you have said this morning about the active intervention by 
Chinese Communist forces in Viet-Nam—not just in an advisory 
sapacity, but in the operation of antiaircraft guns can only mean that 
they don’t take you and our Government seriously, if I may put it 
that way. 

A year ago the President made a speech here in Washington in 
which he said that if a truce in the fighting in Korea merely allowed 
the Communists to divert their forces to increase the fighting in Indo- 
china, it would be a fraud. Well, it would seem this action in Indo- 
china indicates they think the President was bluffing and that they 
are prepared to call due bluff. That is, when the United States after 
having attained a strong position in Korea did not follow through 
to victory—at the time we discharged General MacArthur and so 
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forth—they apparently denied that they can now call our bluff and 
get away with it. That disturbs me. 

Secretary Duties. Could I ask, Congressman, whether you were 
actually quoting what the President said, or was that a paraphrase? 

Mr. Jupp. That was obviously a paraphrase. 

Secretary Duties. That is what I thought. 

Mr. Jupp. It seems to me he said it would be a fraud if a truce in 
Korea led to intervention in Indochina. 

Secretary Duties. My recollection is that he said it would be a 
fraud if it led to new aggression elsewhere. That is my recollection. 
However, I would say this, I believe they are skirting very close 
to doing the kind of thing against which President Eisenhower gave 
the warning. I would say this. They are not openly and flagrantly 
committing a new aggression, but they are only saving themselves 
from that charge by technicalities. They, of course, claim that this 
is not aggression because Ho Chi-Minh is a patriot who is carrying 
ona civil war. That, of course, is the same argument made with rela- 
tion to Korea. They just said the Korean war is not an international 
affair at all, that that is just a civil war. 

They take the same position with reference to the battle of Dien 
Bien Phu. 

Of course, there has also been a clear invasion by the forces of Ho 
Chi-Minh, at least, into both Laos and now Cambodia. That last in- 
vasion has occurred within the last few days. 

We are not aware of any actual Chinese Communist participation 
in those two aspects of the matter, so I suppose if you had Mr. Mao 
Tse-tung or Chou En-lai on the witness stand in place of me, he would 
probably say, “Well, this is not aggression at all, because all we are 
doing is to give some technical help to some patriots who are waging 
a civil war to gain independence for their country.” 

As I say, my judgment is that they are coming awfully close to 
the line which the President laid down. 

Mr. Jupp. Does that mean that if they can always keep the aggres- 
sion disguised then it isn’t aggression ¢ 

Secretary Duties. You may have noticed, Mr. Congressman, that 
I did something in the speech which I made in New York on Monday, 
which is something rather new. I said there that this conquest, “by 
whatever means”—I used that term, “by whatever means”—that 
heretofore there had been a constant effort to define this aggression in 
terms of the particular means that were employed. 

It seems to me we must begin to think now, in terms, not necessarily 
of the means but of the result, and to me, the conquest, as I said, “by 
whatever means” of southeast Asia, would be such a threat to, in the 
first instance, the other free nations in the area and, secondarily but 
almost inevitably, to the United States. I believe it is a cause of grave 
concern, and that our concern should not be mitigated by the fact 
that the means are perhaps technically evasive of the congressional! 
definition of aggression. 

Mr. Jupp. How else can we mobilize the wills of free peoples and 
rally them to the unity of which you speak except by bringing this 
outright aggression in Laos and Cambodia to the United Nations? 
That is the way we did it in the case of Korea. What other way is 
there to arouse the many wills to become one except by making it a 
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public, world issue so that the United States is not carrying the ball 
almost alone, morally and diplomatically as well as financially ? 

Secretary Duuies. I am willing to let that pass as a rhetorical 
question. 

Mr. Vorys. Mr. Hays 

Mr. Hays. Mr. Secretary, I join Mr. Judd in thanks for this 
splendid presentation. I appreciate the fact that you are carrying : 
great personal responsibility and a heavy burden, and that what 
ever differences might develop every effort must be made to enab 
you to speak for a united nation. 

Now, I would like to ask if your presentation of the economic phases, 
this morning, is in contemplation of favorable and affirmative actio: 
by the Congress upon the essential recommendations of the Randal! 
Commission and the President’s message on foreign trade. 

Secretary Duties. I would say, Congressman, that the recom 
mendations which we make as part of this 1955 program are recom 
mendations which we think should stand and are acceptable without 
necessarily having regard for the recommendations of the Randa! 
report. I would, however, say that over anything like a long-rang 
period, I do not believe that the United States can maintain the degre: 
and really important measure of moral leadership which we need to 
exert in the world, unless we have what I would call liberal economic 
and financial policies which will help the other free nations to develo) 
their own economies. A nation which is a great creditor nation lik: 
the United States, which is the only great pool of accumulated capita! 
in the world, has a certain responsibility, I believe, in its own interest- 
to maintain economic well-being about it, in the surrounding areas, i) 
other free countries. 

That, I believe, is the basic conception of the Randall report, and 
I would feel that in the long run the more favorable economic condi- 
tions which I portray in this report and which Mr. Stassen will give 
you in greater detail, I do not believe that those can long be main- 
tained or that the leadership in the world which destiny ‘has placed 
on us can be maintained without what I would call liberal, economic, 
and monetary policies. 

Mr. Hays. Thank you, Mr. Secretary. I did seek that added com 
ment for, while we would like to simplify our problem, it just has 
this relationship to the trade problem which we can’t escape. 

Mr. Secretary, one other short question: I was interested in your 
reference to Pakistan. I hope that the people of India, the leadership 
of India, are accepting these interpretations. 

Is there evidence that they are? 

Secretary Duuues. I think there is some evidence. As a matter of 
fact, the protests against this program were largely made and cer- 
tainly were most intense in advance of the development of the pro- 
gram, and to some extent in ignorance as to just what the nature of 
the program was. 

Now that the program is pretty well known, now that the actual 
agreement between Turkey and Pakistan is known, and the nature of 
the arrangement is better understood, the opposition, which had been 
very vocal 2 or 3 months ago, has died down and I won’t say they are 
happy about it, but at least they are more acquiescent in it than it 
seemed possible might have been the case in the light of their position 
2 or 3 months ago. 
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Mr. Vorys. Mr. Fulton—— 

Mr. Futton. We are always glad to see you here. I think the 
administration is doing a good job for the security of the United 
States on these many fronts that are coming up all over the world. 

[ notice that you called the program in your statement, The Mutual 
Security Program for 1955. Is that going to be the name for the 
pr oposed program this year ¢ 

Secretary Duties. No, I didn’t intend to attempt to settle that. 

Mr. Fuiron. The administration has, previously, and is taking the 
position that we are not accepting the enslavement of the satellite 
countries behind the Iron Curtain. Would you make that statement, 
at this time, to supplement your written statement? I think we 
should keep encouraging these people behind the Iron Curtain and 
also the people in the slave-labor camps. 

Secretary Duties. It is very clear and continuing policy of this 
administration not to accept as definitive the rule of the Soviet over 
their captive peoples. I made that very clear when I was at Berlin. 
We are, through various media, principally through the Voice of 
America, and private agencies such as Radio Free Europe, carrying on 
a very active campaign . of education, bri inging news, bringing hope to 
these peoples. The problem of precisely how and precisely the date 
when they will be liberated is obviously one. which is attended with 
great difficulty and as to which, even if we were in a position to make 
a statement, it would not properly be made under these conditions, 
but I may say there is no relaxation whatever of the feeling of the 
United States Government that there cannot be real peace for the 
United States as long as that captivity exists. There must be a transi- 
tion of some form in that area before the world will enjoy real peace. 

Mr. Furron. I oe there will be implemented some method of set- 
ting up President Eisenhower’s suggestion on the peaceful use of 
atomic energy for the benefit of the world. 

I think we should enlarge the area where we can mutually cooperate 
for the good of everybody. For example, maybe some portion of 
$100 million for a cancer program together with some amount for the 
atomic energy program. 

Your statement at the top of page 10 means this to me, “if need be, 
we will take action when Southeast Asia is threatened with being 
taken over by the Communist doctrine.” 

I would paraphrase you: If there is a serious threat of South- 
east Asia going Communist, then we will not stand tacitly by, but 
will take action, either individually or by community action with 
other countries whose freedom may be threatened. 

That has inherent in it the statement that there will be action taken 
by this country, without stating when or where or how, either alone 
by the United States, or in conjunction with other countries, when 
the menace is serious enough, in the judgment, of course, of our ad- 
ministration. 

Is that correct ? 

Secretary Duties. Not quite. You injected two words that are not 
in my statement. You put in the word ‘individually” and then 
again you said the word “alone.” You see I speak about unity of ac- 
tion. The threat, there, is a grave threat to many countries and our 
judgment is that it should be recognized as such by them and I would 
hesitate to ask for action just by the United States alone. 
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Mr. Fuuron. But preferably in concert we would take action if 
Southeast Asia is threatened by communism, but that does not rule 
out the possibility of individual action by the United States. 

Secretary Duties. It does not rule it out. The only thing I am 
talking about now is united action. 

Mr. Vorys. Mrs. Kelly—— 

Mrs. Ketiy. Thank you, Mr. Chairman. 

Mr. Secretary, I join my colleagues in wishing you well and most 
important, the success of free world objectives. 

In line with your statement, Mr. Secretary, on Korea, it seems to 
me the policy here is based on the success of our hope there, peace and 
unification of Korea. 

What is the United States or the United Nations policy on plan- 
ning if this objective is not reached? Also, you mentioned savings 
in this area. Will we not have to spend more money in Indochina? 
Will there really be a saving there ? 

Secretary Duties. As I indicated, we will expect to ask of Congress 
approximately the same appropriation for next year as asked for this 
year. This is in the order of around $800 million. We do not an- 
ticipate that it would be necessary to spend more than that sum. 

Mrs. Keiiy. That $800 million will be directed to Indochina and 
then you will have a flexibility request, too, which might be utilized 
there, which would indirectly not save anything so far as Korea is 
concerned. Is that not correct? 

Secretary Duties. No, I cannot conceive of our expending in Indo- 
china anything comparable to what we were spending to meet the cost 
of the war in Korea, as the nature of the fighting in Indochina is quite 
different from that in Korea. In Korea you had very large massive 
armies pitted against each other, pouring out vast quantities of ammu- 
nition along a front which was constantly in action. Therefore, I 
would not anticipate anything in Indochina from the standpoint of 
cost which would match the war in Korea. 

Mrs. Keituy. If we have to have united action there certainly the 
weapons we will use will be the new ones and they are far more costly 
than the ones which we had used. 

Secretary Duties. No, I wouldn’t accept your view that certainly 
the weapons would be the new ones. There are actually large stocks 
of weapons and supplies in Indochina at the present time. The in- 
gredient which is weakest is not material but it is morale, in a sense— 
that is, it is a question of the will to carry on, and I believe that will- 
power needs to be reinforced. I do not think that the actual material 
cost of that reinforcement would be appreciably greater than the cost 
that we have already been bearing. 

Mrs. Kutty. I certainly think none of us would object to the costs, 
though, as opposed to the sacrifice of life. 

I am afraid I am going to get partisan on this question but I hope 
you will understand my reason: In line with the confusion of this 
New Look, are you anticipating greater intraparty approval, bi- 
partisan approval, and also allied approval of the new program, or 
plan ? 

Secretary Duties. I expect approval, although it does not lend 
itself to approval in any formal way. In my speech in New York I 
called it the evolutionary process of foreign policy. It is not a sudden 
jump from one thing to another. There have been elements of what 
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we are talking about in the policy in the past. Basically, these policies 
are made by the Joint Chiefs of Staff who report on the matter to the 
National Security Council and to the President. The strategy of 
how a war is conducted is necessarily a matter for, you might say, 
expert professional decision and not for parliamentary decision. “I 
suppose that is why the Constitution makes the President the Com- 
mander in Chief. 

Now, as far as consultation with allies is concerned, there has been 
a very large measure of that. It was one of the things that was dis- 
cussed, for ex: ample, at Bermuda. I discussed it very fully with Mr. 
Pierson of Canada when he was down here recently. It w ill probably 
be discussed at the NATO Council meetings. There will be such a 
meeting on the 23d of this-month which I expect to attend, and no 
doubt it will be discussed further at that time. 

Mr. Vorys. Mr. Jackson 

Mr. Jackson. Mr. Secretary, I echo the kind things that have been 

said by my colleagues relative to your very fine present: ition here this 

morning and also I am very happy to note that there is a general 
recognition that aggression by the Soviets is not only military but 
politics ul and social as well. 

With that thought in mind and referring to your statement on 
page 6 which deals with the proposed program for Latin America, 
I should like to have your expression, if you feel that you can give one, 
sir, saving the matter of armed for ce, what is the differenc ’e, In your 
opinion, between the aggression going on today in Guatemala and that 
in Indochina and elsewhere throughout the world ¢ 

Secretary Duties. We take a serious view of what is going on in 
Guatemala, as you know, because I talked about that in a closed 
meeting of the committee, as se will remember, about 10 days ago, 
and the action which I took in Caracas is clear evidence of that. 

The resolution which was adopted in Caracas embodies the thesis 

which I expressed here. Namely, it talks in terms of results and 
not just in terms of means. It says that if in fact the political ma- 
chinery of government of any Latin American country did in fact 
fall under the domination of international communism, that would 
be a threat to our aa e and security. That is a fact which now has 
been accepted by the Latin American countries as a whole, and I be- 
lieve that the acceptance of that fact will make it possible to prevent 
Guatemala going any further in the way of becoming a clear puppet 
of communism, and may indeed make it possible to “retrace some of 
those steps. 

Mr. Jackson. At what point, Mr. Secretary, and by what criteria, 
does a country become Soviet-dominated ? 

There are many of us who have a definite feeling that Guatemala, 
today, is a Red beachhead in the Western Hemisphere, and there is 
considerable public interest in determining by whose initiative and by 
what methods the effect of the Caracas resolution is to be brought to 
bear, if that step is determined to be necessary. 

Secretary Duties. The normal process would be, in accordance with 
the Rio treaty, the convocation of a meeting of the foreign ministers 
of the American countries to decide what to do about it. That is the 
treaty procedure which is indicated. 
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Mr. Jackson. Is that consultation for the purpose of determining 
whether certain things have happened which could result in joint 
action, or would the consultation be called for the purpose of taking 
joint action in the event that certain things do happen? 

Secretary Duties. As I recall, the resolution reads, “Consultation 
for the purpose of deciding upon action.” 

Mr. Jackson. Thank you, Mr. Secretary. 

Mr. Vorys. Mr. Lanham 

Mr. Lannam. Mr. Chairman and Mr. Secretary, I have prerionsy 
expressed my appreciation for and commendation for your work a 
both Berlin and Caracas, and I appreciate the straightforward man- 
ner in which you presented this foreign problem this morning. 

I am just wondering if these trucks you spoke about as havi ing been 
sent by the Chinese to the fight at Dien Bien Phu, are American- -made 
trucks, are trucks made in the United States, and if a large part of the 
weapons that have been supplied to the Communists in Indochina, are 
of American make? 

Secretary Duties. No, we do not believe they are American. I 
have seen newspaper reports to that effect but that is not confirmed by 
our intelligence estimates. Most of them are in fact, so far as we can 
judge from those that have been captured, Soviet, or Soviet-satellite 
origin. Much of the artillery seems to have been made at Skoda works 
in Czechoslovakia. 

Mr. Lanuam. Mr. Secretary, I am concerned a great deal about the 
psychological attitude of the people of Viet-Nam and of all Indo- 
china. If we are to win this battle, it must be done with the help of 
the native people. I notice you say that the French have guaranteed 
these people independence. However, I have just seen in news re- 
ports that the representative of Viet-Nam has come back with a re- 
port that France had not agreed to their demands for independence. 

Now, there seems to be a contradiction somewhere. You have 
qualified your statement that this independence was to be within the 
French Union. 

Now, as I understand it, this doesn’t satisfy the native peoples, and 
they are demanding their all-out freedom. In my opinion, we can 
never hope to win until that sort of freedom is guaranteed these 
people. They don’t have the will to fight. 

Secretary Duties. I do not think that that is a correct estimate of 
the situation. In the main, there is a willingness to have an associa- 
tion within the French Union, and a recognition of the fact that for 
a considerable time, at least, those countries and free governments 
would collapse without a continued association of some sort with 
France. 

As I understand the situation, the discussions that have been going 
on with Viet-Nam are to some extent procedural as to whether they 
first join the French Union and then are given their independence 
within the French Union, or whether they are first given their inde- 
pendence and then join the French Union. The actual result, in 
either case, would be a continuing association of Viet-Nam with the 
French Union, and I do not think that there is, outside of those who 
are inspired by the Communist propaganda, a desire to evade or avoid 
that result. 

Mr. Lanuam. Thank you. 

Mr. Vorys. Mr. LeCompte—— 
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Mr. LeCompre. Mr. Secretary, I join with the other members of 
this committee in expressing my admiration and salute you for your 
achievements in behalf of this country, as well as the free world in 
past months. 

My questions are very simple. I don’t know whether you would 
want to answer them before this group or not, but my questioning is 
along this line: Is mutual aid for free countries a permanent foreign 
policy of this country? I have that question propounded to me very 
often through the Middle West. There is a time coming when it 
won't be necessary to appropriate f ielinlous suns of money, is there 
not ¢ 

Secretary Duties. The appropriations, and particularly the appro 
priations sought for this year, will be on a scale very much less than 
the prec ceding. year, which is a healthy development. 

I think as ‘long as we operate on a mutual security basis, we will 
always have to put up money for that. As long as you have a com- 
munity fire department, everybody has to make a contribution to it. 
As long as you have a community police department, everybody con- 
tributes to it, and to that extent, I think that this community effort, 
which I hope will continue indefinitely, will continually require some 
appropriz ation to support it. 

But increasingly, the burden of that is being shared in a more 
equitable way. Countries which at the beginning could not make 
their military contribution without a very large economic grant of 
aid from the United States are, as I have pointed out, now able to 
make that military contribution without any particular military or 
economic aid from the United States, so that program has been on a 
diminishing basis. 

Mr. LeCompte. I thank you, Mr. Secretary 

I have just one more question, if I may, Mr. Chairman: 

I have supported, down throughout the years, UNRRA, the Mar- 
shall plan, aid to stricken nations and to Greece and Turkey, as long 
as any Congressman present today, but when the question is pro- 
pounded to me repeatedly that this country already has a larger bud- 
get than all of the Iron Curtain countries, that we have a national 
debt greater than all the rest of the world combined, and yet other 
countries in NATO fail to carry their own share of the budget, all the 
answer I can give is to say that every dollar we are spending is to save 
this country and the free world. We are not spending it, except for 
ourselves, actually. 

Secretary Duties. I think you gave the right answer. 

Mr. LeComrrr. Well, thank you. That is all I wanted to know. 

Mr. Vorys. Mr. Dodd 

Mr. Dopp. Thank you. I have no questions. 

Mr. Vorys. Mr. Morano—— 

Mr. Morano. Thank you, Mr. Chairman. 

Mr. Secretary, the Chinese Communists are firing antiaircraft guns. 
Doesn’t that mean the “act of participation” that you were reported 
as having said would bring retaliation on the Communist mainland / 

Secretary Duties. If you are referring to a speech I made in St. 
Louis on the second of September, I said there that if the Chinese sent 
their Red armies into Indochina, that would be apt to produce re- 
actions which might not be confined to Indochina. 
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Now, technically, they have not done the precise thing which I de- 
fined, and the answer to your question is very much like the answer 
which I gave to Congressman Judd, which is that they are coming 
awfully close to it. 

Mr. Morano. Now, my second question is, as a result of your speech 
to the Overseas Press Club in New York a week ago, there was a report 
in the newspaper that a host of foreign ambassadors camped on your 
doorstep to seek clarification of the “unity of action” part of your 
speech. 

Would you care to comment on that? Did they seek clarification 
and if so, what clarification did you give them ? 

Secretary Duties. I would only say here, C ongressman, that | 
have for the last 10 days been carrying on very active diplomatic con- 
versations with the representatives of most of these countries of the 
area. 

Mr. Morano. Now, the last question, and this is very brief: In your 
statement, there is only one specific country in which you are saying 
we should give a specific amount of dollars—namely, India, and name- 
ly, $85 million. Is there some reason for your singling out India as 
the only country to which you are saying $85 million should be granted 
for economic aid ? 

Usually these figures are kept very secret until the committee takes 
some action. I was wondering if there was any special reason for 
your doing that? 

Secretary Duties. No, I saw the figure in the paper this morning, 
and therefore, I thought that your committee was entitled to have it. 

Mr. Vorys. Mrs. Church 

Mrs. Cuurcn. Mr. Secretary, it is always good to have you here to 
clarify our thinking. 

I have three questions. One is a little bit afield. 

Last year, both Houses of Congress passed a resolution against the 
admission of Red China. That was nearly 12 months ago, or perhaps 
10 months ago. Would it strengthen your hand before you go to 
Geneva for us to take renewed action in that regard ? 

Secretary Duties. I think that the position of the Congress and 
the position of the administration, which I restated very fully in my 
talk in New York a week ago today, already makes that position very 
clear, so that I don’t think there is the need to repeat that at the pres- 
ent time. Certainly, I would not see any objection to it. It might be 
redundant, but that is the worst criticism that could be made of it. 

Mrs. Cuurcu. We would like to put every possible weapon in that 
regard in your hands. 

In the discussions of the Navarre plan in September of last year, 
or in any other discussions since, considering any circumstances or 


certain circumstance es, have we given any commitment to send Amer- 
ican troops into Indochina ¢ 


Secretary Duties. We have not. 

Mrs. Cuurcn. Then when it comes to the question of aggression, 
and this delicate hairline as to what it means, do you think we are 
taking, perhaps, a bit of a risk that our own actions may make us 
vulnerable? 


Secretary Duties. I don’t quite hear you. May make us what? 
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Mrs. Cuurcu. Vulnerable. In other words, is there much that the 
Communists have done in Indochina that we, ourselves, have not at- 
tempted to do? 

Secretary Duties. Do you mean—of course, it is — true that we 
have, by military supplies, end items and the like, given material 
aid to the lawful government of the area, but there is quite a difference 
between giving aid to a lawful government to maintain itself, and giv- 
ing aid to a military group that is trying to overthrow the lawful 
government. I think there is quite a distinction, there. 

Mrs. Cuurcn. Thank you for making that distinction, Mr. Secre- 
tary. 

Mr. Vorys. Mr. Prouty 

Mr. Proury. Mr. Secretary, what effect would a negotiated peace 
in Indochina have on other nations in the area, particularly if very 
important concessions were made in favor of the Communists ? 

Secretary Duxues. I believe that any negotiated settlement of the 
kind you describe—namely, , one which made very large concessions to 
the Communists—would have a very undesirable effect upon other 
neighboring countries. 

Mr. Prouty. Just one more question, Mr. Chairman. 

I notice, Mr. Secretary, that on page 1 of your statement you say: 
“The Soviet and Chinese Communist rulers continue to build a vast 
military establishment,” and so on and so forth. Does that suggest 
that Red China has attained a status of equality with Russia? 

Secretary Duties. I would say not, although actually from the 
standpoint of forces under arms, Communist China has, perhaps, a 
slightly larger standing army than the Soviet Russians may have. 

Now, what the political relationship is between the two govern- 
ments, I do not know, but I doubt very much whether the relationship 
is one of the same complete subserviency as existed between the Soviet 
Union and such governments as those of—so-called governments—of 
Poland, Czechoslovakia, Hungary, and the like. 

Mr. Provry. Thank you, Mr. Secretary. 

Mr. Vorys. That finishes our first round. Unless there are very 
important questions that the committee wishes to ask in open session, 
if it is agreeable, we will proceed to our executive session. 

Mr. Jupp. There is one question on which I think the answer ought 
to be given to the press: The Secretary says that the total amount in 
this program this year is to be substantially less than heretofore. 1 
wonder what that figure is. Maybe it also was in the paper this morn- 
ing, but I didn’t read it. 

Secretary Duties. I am sorry; I didn’t get the question, Mr. Judd. 

Mr. Jupp. You stated that you were glad to say that the amount 
of money necessary for this program this year will be substantially 
less than heretofore. I just wondered if you could give us a figure 
of how much less. Do you have the overall total figure as comps ared 
to the $4 billion, $5 billion, or $6 billion that we have been giving 
heretofore. 

Secretary Duties. I would prefer to leave the answer to that ques- 
tion, at this time. 

Mr. Fuuron. Mr. Chairman, just one question on an item that has 
not been spoken of, that is, the offshore procurement program. When 
we have depressed labor areas in the United States, where there is high 














24 


unemployment and high layofts, are we going to continue with a larg: 
foreign offshore proc urement program w when those items could be j just 
as well purchased in our own United States factories ? 

Secretary Duuies. I think we have to have, you might call, a ruk 


of reason in that matter, Congressman. There are considerable ac- 
vantages which Mr. Stassen can explain in more detail than 
I can, as to why it is important to have certain types of manufacturing 


facilities in Europe and in the event of a war, or difficulty, the lack 
of those facilities in an effective operating way in Europe, w ould throw 
a very heavy burden on sea transportation, which might be difficul 
in the face of a submarine menace. 

Now, those are all factors which have to be taken into account, 
well as the economic factor. 

Mr. Vorys. Before we proceed in executive session, I have a ques 
tion, Mr. Secretary. There is a line of thinking which I can best 
present by quoting one recent comment. 


Mr. Walter Lippmann, in a column last week, said that since the 
Soviets have atomic weapons, “The basic conditions of collective 
security of united action against an aggressor were radically altered.” 


He said “this conception has become obsolete, and unworkable.” You 
have paid your respects somewhat to that line of thinking in you 
statement, but would you care to comment on it further, in open 
session ¢ 

Secretary Dunes. Well, Mr. Chairman, I have the highest respect 
and pet rsonal regard and fr jendship for the gentleman you parton to. 

Mr. Vorys. So have I. 

Secretary Duties. And I would not want to make an answer which 
would be directed particularly to him or against him, but I am glad to 
comment on the general point, which has ‘been raised by a number of 
people which is to the effect that the existence of the atomic threat 
and its possibilities of mass destruction do invalidate the pallecive 
security concepts. I do not accept that view at all, and, in fact, 
adopt quite the contrary view, that the existence of this terrific we: e 
makes more essential than ever before that the collective sec urity 
concept should be adhered to. 

Now, why do I say that? I say it for this reason: There exists, 
today, within the Soviet Union, a vast power of massive destruction 
by atomic and nuclear weapons. That power is possessed by a group 
of people who, themselves, have no moral inhibitions. They have no 
restraints based wpon humanity, morality, moral law, or anything of 
that sort. They say that openly. To them, power is something to be 
used to extend their power, and if possible, to crush out liberty and 
to extend their type of dictatorship all over the world. 

Now, imagine what the condition would be if the United States did 
not possess retaliatory power which neutralized that? If that power 
was possessed or usable by them alone, they would be able to exert a 
blackmail authority on the other nations of the world which would be 
beyond human comprehension. 

Supposing they come to a certain country—let us call it country X 
and said, “Unless you do what we want, we will drop an atomic bomb 
on you within 24 hours.” 

What would that country do? They wouldn’t think it was a bluff, 
because there is no moral restraint, as I say, upon these people. 
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Now, what is it that saves the world from that? It is just one 
thing alone, and that is that it is known that the United States has 
the capacity to retaliate massively, and therefore, they do not dare do 
that. And that is the only restraint, and it is a restraint which pro- 
tects not only the United States, but protects the other free nations of 
the world. And for anyone to believe that a free nation is better off 
ind more free and more safe by getting out from underneath that 
umbrella of United States power, is to me a fantastic conception. Any 
country that gets out from under that is getting under the menace of 
blackmail, of atomic threat which comes from the Soviet Union. And 
the only way in which the free world can save itself from being broken 
asunder and from being captured by this dictatorship of Soviet com- 
munism, is for them to stay together under this power which neutral- 
izes this frightful blackmail power which otherwise would be pos- 
sessed by the Soviet Union, 

Therefore, Mr. Chairman, in my opinion, the existence of this power 
in the United States, and the willingness of the United States to 
use it in retaliation, is the one thing which is saving the world from 
being brought into total captivity by this blackmail threat which 
otherwise would be possessed by the Soviet Union. It accentuates to a 
degree which history has never known, the necessity of the free nations 
standing together, and it accentuates the necessity of the United 
States maintaining its lead, its capacity in this area. 

I made a speech a while ago in which I talked about the capacity 
of the United States quickly to retaliate massively. That has been 
criticized in some quarters, but I have not heard anybody who has 
gotten up and said the United States should not. have that capacity, 
that we should throw it away. And the moment we throw it away or 
the moment any vital country withdrew itself from the protection 
that comes from that, then a series of disasters of incalculable pro- 
portions would quickly ensue. 

Mr. Vorys. The committee will go into executive session. We will 
excuse our guests and hope that they will move otit as rapidly as 
possible so we can continue promptly in executive session. 

(Whereupon, at 11:55 a. m., the committee proceeded in executive 
session. ) 
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THE MUTUAL SECURITY ACT OF 1954 


TUESDAY, APRIL 6, 1954 


House or REPRESENTATIVES, 
ComMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 
The committee met, pursuant to call, in room 1301, New House 
Office Building, at 10:10 a. m., Hon. John M. Vorys presiding. 
Mr. Vorys. ‘The committee will come to order. 
Our first witness will be the Honorable Harold E. Stassen, Director, 
Foreign Operations Administration. 
Mr. Stassen, we are glad to have you here to explain this important 
program tous. Proceed in your own way. 


STATEMENT OF HON. HAROLD E. STASSEN, DIRECTOR, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Strassen. Thank you, Mr. Chairman and members of the 
committee. 

May I express my appreciation for the opportunity of presenting to 
the committee the salient facts of President Eisenhower’s proposed 
program of foreign operations for fiscal year 1955. 

With your permission, Mr. Chairman, I will make a brief opening 
statement and respond to the questions as you see fit. I realize that 
this committee has a keen awareness of the program as a whole, and 
of its significance to our country and to the fiture of the free nations 
of the world, and has a background of extensive knowledge over a 
period of years in many parts of this program. 

The program which the executive branch of the Government is 
presenting for your consideration is a proposal that we go forward 
with the successful foreign operations programs of fiscal 1954. 

Much has been accomplished. Much remains to be done. 

Building on the strength and utilizing the experience already 
achieved, it is possible to present to you a proposed program to carry 
out the essential tasks for the year ahead, as we now see them, that is 
less in magnitude of costs than that in recent years. The worldwide 
total request is divided by functions in the program we are presenting 
this year, in a new grouping of seven categories so as to reflect more 
thoroughly the use of the funds in each major segment. 

These seven divisions, in round figures, are as follows: 


Mutual defense assistance.___...-~.--..-.--_._.- i AE a ieee $1, 580, 000, 000 
tien eeradicninense ink wie enemas Sc andi 945, 000, 000 
Mutual defense support____~-~- ee cca tine eatin dana des eee 223, 400, 000 
aneeeene pmenenent he 2b kl i ck 131, 600, 000 
Develomanemt assistance. 2.5L. ee es lc .- éb0 306, 400, 000 
I TI an ie sttis eset taints iw ene een 4 241, 300, 000 
it leer etl eid etnentahneent 70, 000, 000 
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This is a total of $3,497,700,000, or a slight refinement of the pro- 
gram anticipated by the President’s budget message that he sent to 
the Congress. 

Perhaps a brief word explaining the composition of each of these 
seven divisions might be helpful. Taking up, first, the last one, in 
order that what “Other Programs” reflect might be immediately 
realized, that comprises the miscellaneous but very important elements 
of the program that do not directly fall in the other categories, such 
as our contributions to the United Nations Children’s Welfare Fund; 
to the Inter-Governmental Committee for European Migration; and 
to the North Atlantic Treaty Organization for the support of its 
civilian headquarters; and for the cost of administering the non- 
military aid portions of our activities; and the Mutual Defense Assist- 
ance Control Act relating to East-West trade. 

Now, going to the other categories, the category “Relief and re- 
habilitation” includes only the programs for Korea. It is a direct 
program for the relief and rehabilitation of Korea, in the wake of the 
devastation of the Korean war. 

The largest item of mutual defense assistance does not require 
extensive explanation because it is essentially the “hardware” item as it 
has been sometimes referred to. It covers programs of military equip- 
ment, military cash items, arms, munitions, and the training related 
thereto, administered primarily by the Department of Defense, and 
certain contributions are included in this item toward the conduct of 
purely military activities of certain international organizations. For 
example, our share of the expenses for infrastructure, which is that 
program of building airfields and facilities to support the forces of 
NATO in Europe, and of the cost of operating SHAPE, the head- 
quarters of General Gruenther, and the other NATO commands. 

Direct forces support, which is given at $945 million, can best be 
explained by reference to certain specific programs in this category. 
The largest share is for the support of the forces that are engaged in 
the Indochina war. Of the total of $945 million in this classification, 
$800 million is requested for the support of the forces engaged in the 
Indochina war: the French, the Viet-Nam, and others of the Associ- 
ated States. 

Other items include a moderate-sized program for the support of 
the manufacture in the United Kingdom of aircraft to be delivered to 
the RAF. In other words, support for the forces of the RAF, and 
some common-use programs, that is, items of a type that are used by 
the military forces in a small amount, in Yugoslavia, Turkey, and 
Formosa. These, then, combine to total the $945 million which is 
described as “direct forces support.” To again emphasize the dif- 
ference, it does not involve the delivery of Bnited States hardware, 
United States military items. It does involve the financial support of 
forces that are considered to be essential to the security of the United 
States. 

The term “mutual defense support” is used, with minor exceptions, 
to describe assistance programs which are proposed only because they 
appear essential to the maintenance of military forces of a certain 
level and effectiveness, but which do not involve, as does direct forces 
support, the transfer or financing of goods and services that will be 
given to, or directly benefit such military forces. 
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Programs of mutual defense support contribute to defense objec- 
tives by helping to create the kind of economic strength in the recipient 
country upon which the maintenance of such forces depends. 

This type of aid, I might say in further clarification, is the type of 
economic “backup” to an economy with which you have been quite 
familiar, and which, in the instance of Europe, we are practically 
closing out. The total, as you have noted, worldwide, is $223,400,000, 
[ would immediately advise the committee that of this total, a 
$77,500,000 program will be presented to you in detail for Europe. 
This European item includes an amount for Berlin, where it is our 
feeling that we have a stake of such significance that we should follow 
through with a moderate amount of economic backup, from a mutual 
defense support standpoint. 

It also involves amounts for Spain and for Yugoslavia, and a 
minor item that is undistributed by countries, of $7.5 million that 
relates to the exchange of technical people and items of that kind. 
So that the $77,500,000 which is in the mutual defense support for 
Europe, specifically does not include any contemplation of any further 
economic assistance to Belgium-Luxembourg, to Denmark, to France, 
to Italy, to the Netherlands, to Norway, to Portugal, nor to the 
United Kingdom. This description of the phasedown of this program 
gives indication of the building of economic strength in the rest of 
the free world. 

In the Near East, Africa, and south Asia area, this particular item 
in our illustrative program presented to you will total $61,850,000, 
essentially involving Greece and Turkey. 

In the Far East and the Pacific, this item will total $84,060,000, 
essentially involving Formosa and Indochina. 

The technical cooperation item includes, this year, in a rather strict 
sense, that. authorization that we anticipate will be needed for carrying 
out the program of sharing of our knowledge, experience, techniques, 
and skills, with the people of the less-developed areas of the world, 
for the purpose of helping them further their economic development 
and raise their standards of living. It consists largely of teaching, 
training, and the exchange of information, and it involves relatively 
little in the way of supplies and equipment beyond those which are 
required for effective teaching and demonstration purposes. 

“Development assistance” describes assistance which is given pri- 
marily for the purpose of promoting economic development or other- 
wise of creating or maintaining economic or political stability. 

The major item in this category was referred to by the Secretary 
of State yesterday in relationship to India. You will notice that the 
worldwide total of developmerit assistance is $306,400,000. Of that 
total, it will be recommended that India should receive $85 million. 

Other important items in this grouping will be those involving 
Pakistan, the Near East states, including the Arab States, Iran, and 
Israel; involving in the Far East, the Philippines, and involving 
Bolivia, in Latin Amerca, to carry forward the special program there. 

These will be the major categories that will be presented in specific 
detail to the committee as our hearings unfold, relating to development 
assistance. 

I point out that in our presentation this year we do separate our 
development assistance for the consideration of the committee from 
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the technical cooperation fund, so that you can evaluate and note 
the way in which these two approaches to the economic development 
of a country might take place. 

Now the geographic area breakdown of this proposed program for 
the fiscal year 1955, is as follows, in round numbers. Perhaps even 
before commenting on this, I think it would be helpful in the overall 
perspective of the program if I stated that of our total request, world- 
wide, of all types, approximately one-third is related to Indochina, 
wud the Indochina war. In other words, in that situation, we are 
proposing that there be military hardware items (i. e., in the first 

ategory of mutual defense assistance) of a magnitude of $300 mil- 
lion, or a bit more as we now see it. We are proposing, as I already 
indicated, the “direct forces support” of $800 million. 

The mutual defense support, which are those economic matters par 
ticularly related to the Associated States, of $21,485,000, a technical 
cooperation program of $3,515,000, showing a complete total of our 
combined and coordinated approach to the Indochina war and the 
people of Indochina, of over $1,100 million, and to indicate the sig- 
nificance I relate to it, it is approximately one-third of our total 
worldwide request. 

With that in mind, and before proceeding with the geographic 
breakdown of the program, we might observe the map. 

We, of course, in carrying out the foreign operations of the United 
States, acting under the foreign-policy guidance of the Secretary of 
State, the defense-policy guidance of the Secretary of Defense and 
the Chairman of the Joint Chiefs, and under the direction of the 
President, have as our concern the worldwide relative economic and 
security situation. We are concerned with the east-west trade situa- 
tion, the movement of goods and the relative trade position of the 
West, vis-a-vis the Soviet areas. 

We are concerned with the refugees and escapees and the people 
who come out from behind the curtain. Then, we are concerned with 
the economic strength, stability, and development of the free nations 
of the world. _ We have organized our agency along the lines exactly 
parallel to those of the Assistant Secretaries of State, in the Depart- 
ment of State, for the purpose of close working coordination. 

In the blue, you see the European area, which includes, of course, 
the NATO countries, and, in addition, Spain, as you can observe, plus 
Yugoslavia. Then, you see the Near East, the Mideast, and the North 
African area. There is the area that involves India, on the extreme 
right, and moves on over into Egypt, Ethiopia, and Libya in northern 
Africa, and involves, of course, Turkey and Greece from the NATO 
area, but tying into the Near East region. 

It is this Near East-Asian area in which we are proposing the com- 
bined programs—these are now interlocking the same figures I just 
gave you by function. 

The E curopean area will be $947,700,000, of which, of course, most 
falls in the first category of mutual defense assistance. In other 
words, it is largely a matter, as I indicated, of the hardware, training, 
and the infrastructure, and it is a matter, too, then, of some follow- 
through of direct-forces support and mutual defense support, in sit- 
uations like Spain, Yugoslavia, and Berlin. 

In the Near East, Africa and South Asia Division, it is $569,100,000. 
In this area, we have in different countries a wide range of types 
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of programs fitting the specific situation. Commenting on India, the 
largest country in the area, we do have, as the Secretary indicated 
yesterday, anticipated an $85 million program for development as- 
sistance, and $19,500,000 in technical cooperation, for a combined 
total of $104,500,000. 

As you are aware, those are the only two types of programs that 
are under way in India. 

In some of the countries of the area, such as Greece and Turkey, 
and in a moderate way in Iran, and more recently in Pakistan, we 
do have some mutual defense assistance. In the case of Pakistan, 
we have from your authorizations and appropriations of last year, 
sufficient funds to move forward with the Pakistan part of the Pak- 
istan-Turkey regional grouping of which the Secretary of State has 
spoken. 

The third area I refer to is the Latin American area, and you will 
note that we are cooperating in programs throughout the Central 
and South American area and in Mexico, except for Argentina. In 
these programs, it is essentially a matter of technical cooperation, 
with the direction of the program shaped in large measure to carry 
out the recommendations Dr. Milton Eisenhower and his mission 
made when they returned from their conferences in that area, and 
also shifting direction in accordance with many of the recommenda- 
tions of the subcommittee of this committee, and of other congres- 
sional and senatorial groups that have visited Latin America. 

A new program, there, is in Boliva, where the President met an 
emergency situation and wished to follow through in helping to re- 
build on a diversified and sound basis, the economy of Bolivia. 

The total amount involved, I did not give—it is $47 million, in 
Latin America. 

In the Far East and Pacific—this area, because of the Indochina 
war, and for other reasons, is the largest magnitude of funds. It 
is $1,768,900,000. 

In addition to the Indochina War, it does involve following through 
in the rebuilding of the Republic of Korea. 

It also involves the very important program on Formosa, which 
carries with it both a first-category program of mutual defense 
assistance, and a second-category program of direct forces support, 
and a third-category program of economic, or mutual defense support. 

In the Formosa program, there is also a small amount for technical 
cooperation activities we are carrying on. 

The other items in the Far East involve importantly the program 
moving forward, in the first category, with Japan—Japan having 
now agreed to the building of her defense forces through the mutual 
security agreement with the United States that was recently 
announced. 

The Philippines program and the Thailand program fairly well 
rounds out the Far East program, along with Indonesia, with its 
technical cooperation program. 

The nonregional programs will total $165 million. These take in 
the worldwide support of United Nations activities in technical 
assistance, the Children’s Fund, and matters of that kind that do not 
directly divide into these four major regions of the world. 

Now, I think it might be helpful, before turning to questions, if we 
look at a chart or two that gives a perspective of the overall appropria- 
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tions for the previous 2 fiscal years, and compare them with the request 
that we are now present ing to the Congress. 

(A chart entitled “Reduced Costs of Mutual Security Program, 
Appropriations of New Funds” was referred to, as follows :) 
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Mr. Strassen. The overall program in 1953 was $6,011,000,000. The 

appropriation last year, whith is the program appropriation plus the 
Korean appropriation of $200 million, “which you will recall, was 
$4.726 million. 

This request, rounded out, I might say, from $3,497,700,000 to 
$3, 198 million, is for this year. You will note it is down 42 percent 
in2 years. I would like to emphasize that this reduction is a reduc- 
tion due to the development of strength of the free world. It does 
not reflect any abandonment of responsibility for essential programs 
on the part of the United States. 

While no one can foresee the unfolding of the world situation, and 
while anything as grave as the Indochina war might well cost, even 
in the next fiscal year, more than we now present to you, yet from our 
observation through this past year, it is my current estimate that the 
developing world situation is so favorable i in its economic aspects that 
we can contemplate a further sharp decline in the overall requirements 
in the future fiscal year beyond 1955, and.that the trend line can prop- 
erly now be anticipated to continue dow7zi' . ard. 

You will notice, also, the division of items on the chart, the direct 
forces support and its expanding line reflects primarily the Indochina 
direct forces support. 

The mutual defense assistance, the declining line, reflects two 
things: (1) The fact that very large resources previously appropri- 
ated are now in our pipeline. In other words, the airplanes and guns 
and munitions are being manufactured from previous appropriations, 
and the long-pull analysis of world strategy has caused some revision 
of force goals and the other countries are carrying a larger part of 
the cost of their own manufacture of military items so that the defense 
assistance is likewise on a declining new appropriation basis, even 
though it does reflect a growing free world military strength. 

The mutual defense support, reflects the earlier economic aid—you 
can see how these funds are narrowing down. Then, the technical co- 
operation, and development assistance and other, reflects the new 
emphasis not only on technical cooperation, but more particularly on 
development assistance in the Near East, the Far East, and Latin 
America. 

Mr. Chairman and members of the committee, I know that, as I 
stated, this committee has a tremendous background of knowledge of 
every phase of this situation, and I thought that perhaps with that 
general outline, it might be most constructive if we now proceed to such 
specific matters as the committee wishes to inquire about. 

Mr. Vorys. Mr. Stassen, as our committee notice indicates, these 
hearings start with a report on the current program, and then the re- 
quest for fiscal year 1955. 

Now, you have told us about the new request. I think the first thing 
we would want to know is, overall, where we stand. You told about 
prior a a iations. How much is unexpended at present ¢ 

Mr. Strassen. At present, from the cumulative figures, the best and 


most accurate figures I can give you are as of January 31, in that there 
is some lag in bringing i in the reports. It is $12, 172,200, 000, and of 
that, the Department of Defense portion—the portions that have been 
allocated, or are earmarked for allocation to the Department of De- 
fense for ‘implementation, are $9,156,800,000 and to all other programs, 
$3,015,400,000. 
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Mr. Vorys. How much was expended by the Defense Department 
from June to January in 1953? 

Mr. Srassen. June to January in 1953? Do you mean June of 1953, 
to January 1954? 

Mr. Vorys. Yes, the first 6 months of fiscal year 1954. 

Mr. Srassen. Approximately $1,800 million through January 31, 
1954. 

Mr. Vorys. We were given an estimate last year that the expendi- 
ture would be about $5 billion for fiscal year 1954. Have you any pro- 
jection as to what the planned expenditure for 1954 would be, or 
should we wait until we get the Defense witnesses here ? 

Mr. Srassen. Well, we can give you the overall estimates. It will 
be about $3.6 billion on the Defense side, and for all types of programs, 
about $5.4 billion to $5.5 billion. That is through this next June 30, 
from accumulated programs. 

Mr. Vorys. So how much would be unexpended, beginning in the 
next fiscal year ? 

Mr. Srassen. The unexpended balance will be approximately $9.3 
billion. I gave you the unexpended balance as of January 31, which 
is the most recent figure. You have 5 more months = run from that, 
so it would be estimated now to be approximately $9.3 billion, or a 
billion dollars less than a year ago. 

Mr. Vorys. If the unexpended balance at January 31 was $12 bil- 
lion, then—the total will in June be $9.3 billion ? 

Mr. Strassen. That is an estimate as to where we will be on June 30. 

Mr. Vorys. Thank you. 

Mrs. Bolton 

Mrs. Bouron. You made it very clear, Mr. Stassen, that we have a 
new item in this “Direct forces support.” You are anticipating, then, 
that that would be one of the heavy expenses of this year ? 

Mr. Srassen. That is right, Mrs. Bolton. It will be $945 million 
and the major item is $800 million for the direct support of the forces 
engaged in the Indochina war. Now, the current program in that 
regar rd is made up of 2 items : $400 million which the Congress directly 
appropriated for this purpose, for fiscal year 1954, and an added 
$385 million, which was transferred to this purpose in the expanded 
Navarre plan, which was appraised as being essential to prevent the 
loss of Indochina, and its successful carrying out might result within 
the 3-year period in the winning of the war in Indochina. The $400 
million appropriation for the current year, and the transfer of $385 
million from other purposes of lower priority, because of the neces- 
sity of fighting the war, are the precedent for the direct program now 
presented to Congress, of $800 million for Indochina, and $945 million 
worldwide, for this type of program. 

Mrs. Borron. Am I right in thinking that heretofore we have pro- 
vided the hardware and the other countries have provided food and 
so on for the troops, uniforms, and so on? 

Mr. Strassen. That has been particularly true in Europe. 

Mrs. Borron. That will be changed now? 

Mr. Srassen. That is right; it iscurrently changed. In other words, 
in the expanded program in Indochina we are paying not only for 
hardware but for expenses that would be reflected in the costs of food 
and uniforms and transportation and the wide range of expenses that 
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are involved in the fighting of a war. We are currently paying ap- 
proximately 65 percent of the dollar cost of the Indochina war, taking 
all types involved, and France is paying the balance of that, and, of 
course, a very heavy cost in the blood of its sons. 

Mrs. Bouton. We do that on the basis that the result in Indochina 
is vitally important to the free world? 

Mr. Strassen. Yes; to the United States and to the free nations. 
That is Indochina in its key, strategic position. With the resources 
of that area, and the psychological impact in addition, which is in- 
volved, it is crucial and vital to the United States and to the free 
nations. 

Mrs. Bouron. May I jump from Indochina to Spain ? 

Mr. Strassen. Yes. 

Mrs. Bouton. I don’t know whether you have before you any an- 
swers to my question, but, Mr. Stassen, I shall want to know exactly 
what we have given Spain, exactly what she has done with it, and 
what our attitude is relative to her political activities in needling the 
French in the Moroccan and other such situations. Do we take those 
things into consideration, or do we not? I don’t want to force it upon 
you this morning. 

Mr. Strassen. I think I can say this to you at the present time. It 
is the established policy of the United States to endeavor to have all 
free nations, all nations not within the Iron Curtain, cooperate with 
each other in a manner that builds both the friendship and the military 
strength of the free world as a whole. That is a broad policy. At 
times its application, such as in the Near East, becomes very, very diffi- 
cult. But with that broad policy, then it is our further policy to pro- 
ceed to build strength in those areas that are considered to be essential 
to the security of the United States. 

Mrs. Bouron. And you will continue regardless ? 

Mr. Srassen. Not quite regardless, but, taking all factors into 
account, so that in the instance of Spain, agreement has been reached 
under which we are providing a limited amount of arms to the forces 
of Spain. We are engaged in airfield construction for our forces in 
Spain, and we are putting in this year about $85 million worth of eco- 
nomic backup, for what would be described as mutual defense support. 
That is wheat, cotton, railway equipment, rehabilitation of public 
power, and everything that is involved in strengthening an economy 
so that it in turn can carry on its defense burdens and avoid disastrous 
inflation, while we go in and build airfields. 

Mrs. Bouron. Are we suggesting to them that it is essential that 
they increase the friendliness between themselves and other countries, 
rather than the opposite ? 

Mr. Strassen. Well, the details of the diplomatic side, of course, 
would be a matter for the Secretary of State to discuss with you. We 
operate under their policy guidance. 

Mrs. Boron. Thank you very much. 

Mr. Vorys. Mr. Gordon 

Mr. Gorvon. Mr. Chairman and Mr. Secretary, I have just one 
question: Last year our program was proposed as a 70-percent mili- 
tary-aid program—that means weapons, equipment, and training. 
Thirty percent was economic or nonmilitary aid. 

How does this year’s program divide on this basis, percentagewise ? 
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Mr. Strassen. Percentagewise, the first category would be about 45 
percent mutual defense assistance. The direct forces support, about 
27 percent. The mutual defense support, 6.4 percent. The relief 
and rehabilitation, 6.9 percent, the development assistance, 8.7 percent, 
The technical cooperation, 3.8 percent, and the other programs, 2 per- 
cent. 

Then it is a matter of how you group them. The security and 
defense aspect has the primary concern in the first 3 categories which 

together total 78.6 percent. On the other hand, in the third category, 

you do have an economic approach to the defense capabilities so that 
you can group that third category, if you wish, with development 
assistance, relief and rehabilitation, and in that instance it would 
divide 72.2 for defense purposes, and the remaining 27.8 for, in a 
broad sense, an economic approach and a technical ananaaale to the 
world’s problems. If you narrowed it down entirely to a hardware 
approach you would get into the matter of 45.2 percent for what 
might be called the hardware and the training. It is a matter of 
how you group these seven categories. You have a matter of the 
relief and rehabilitation for Korea which is 6.9 percent of the world 
total. Do you call that the consequences of war, and therefore mili- 
tary, or do you consider that economic and humanitarian ? 

One of the reasons for setting up the seven categories and describing 
each of them is that these things do shade from one end to the other 
and I think one of our important functions has been to coordinate 
the various parts of the interests in the executive branch of the Gov- 
ernment into one effective result. 

We have, I think, a chart or two upon the division of the program, 


right along the question you asked. 
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Mr. Strassen. In the 1954 program, the $5,336,000,000 that is shown 
is the appropriation last year, plus, as you will recall, the reappropria- 
tion of some savings that we then applied, you see then in the large 
section, it is mutual defense assistance, category 1, and then you see 
the direct forces support. You see the mutual defense support. You 
see the relief and rehabilitation, the development assistance, the tech- 
nical cooperation, and the “other.” There, you see the relative posi 
tion of these items. Also, the relative size of the program. 

Mr. Gorpon. It makes a very fine picture. 

Mr. Srassen. Thank you. 

Mr. Vorys. Mr. Smith 

Mr. Siru. Mr. Secretary, I would like to say that you have a very 
formidable backfield this morning. 

Mr. Stassen. Thank you, Mr. Smith, and may I say that I am proud 
not only of this backfield but of the entire Foreign Operations organi 
zation. We have decreased the number of personnel worldwide. We 
have revised the organization. I feel we have a group of devoted, 
loyal, and effective people who are carrying on this program through- 
out the world. 

I might introduce them. 

Mr. Glenn Lloyd is Deputy for Congressional Affairs and is from 
Illinois. He is a new man in the program. 

Dr. D. A. FitzGerald is Deputy for Operations and has been in the 
Government many years. 

Mr. John Ohly is the Deputy for Programing and he has been in 
the program for a number of years. 

Mr. Morris Wolf, the General Counsel, is a new man who recently 
came in. 

Mr. John Murphy, the Comptroller, has been in the Government 
for many years—in our whole organization you will find the new and 
the experienced side by side, working out problems in the interests 
of the United States. 

Mr. Smiru. A bipartisan effort, I take it. 

Mr. Strassen. Definitely bipartisan. You will find they are regis- 
tered in both parties, and I guess some in the District are registered 
in neither party. 

Mr. Jackson. Mr. Lloyd is an awfully hard man to keep up with 
on a trip, I might say. 

Mr. Smtru. On one of your recent trips, Mr. Secretary, did you 
get into India? 

Mr. Srassen. Last May, in company with the Secretary of State, 
I was in India. 

Mr. Smrru. I think many of us are concerned about the situation 
in India. Many of us are concerned about the friendliness of India 
toward us. Would you care to discuss that in view of the fact that 
there is apparently $85 million set aside in this program for assist- 
ance to India? 

Mr. Srassen. Yes, Mr. Smith. 

I believe that there is a growing friendliness and an increasing 
understanding on the part of the people of India and the Govern- 
ment of India, toward the United States and toward the American 
people, notwithstanding some very sharp differences on political 
questions, on the world scene. 








39 


I further believe that the decision on the program for India should 
not be made on the basis of whether or not they should be charac- 
terized as being currently friendly to the United States. It is defi- 
nitely a government that is not under the subservience of the Kremlin. 
It is definitely a people that are endeavoring to build their own eco- 
pomie and social future, on a basis of freedom. They have tremen- 
dous economic problems. They are approaching them with courage 
and with imagination, in a plan of economic development. We have 
had considerable success this past year in cooperating with them in 
that plan, and we believe that when you consider the future of that 
vast nation and the relative strategic position that they have, vis-a-vis 
Communist China, which is under the domination of the Kremlin, 
that it is clearly in the United States interests, and clearly desired 
from the standpoint of the free nations, that this country follow 
through in a modest but effective way, with economic support through 
the development assistance and technical cooperation programs in 
which many of our leading universities are participating. 

Mr. Smiru. Do you think the amount of $85 million is a modest 
contribution to that cause ? 

Mr. Strassen. Yes, when you consider that the Indians are a group 
of people some 370 million in number. And when you consider the 
depth of its problems of an economic nature, and then you relate it 
to the very large sums that were involved in our economic rebuilding 
of Western Europe, it should correctly be described as a modest sum. 

Mr. Smirn. I think you said that the percentage of cost to us of 
the Indochina war was 65 percent. 

Mr. Srassen. That is correct. 

Mr. SmirH. I have seen figures 78 and 80 percent. Are those 
erroneous figures ? 

Mr. Srassen. Those would be erroneous in our estimate and we 
are the people responsible for estimating it. In other words, it is 
always a matter of what you include and what you do not include, 
but we have an auditing team in Paris and an auditing team in Saigon 
and we are closely observi ing the cost and the sharing of the cost of 
the Indochina war and it is our current estimate that we are paying 
65 percent of the cost. 

Mr. Smiru. Thank you very much. 

Mr. Vorys. Mr. Carnahan 

Mr. Carnauan. Mr. Secretary, in which categories do you include 
offshore procurement ? 

Mr. Srassen. Offshore procurement is a portion of the mutual 
defense assistanc e, of category 1. 

In other words, category 1 is where the United States furnishes 
hardware and military end items. Guns, tanks, munitions, airplanes. 
And soa portion of that is furnished by the United States contracting 
for its production in Western Europe particularly, and then deliver- 
ing it to the NATO countries. 

Mr. Carnanan. What is the size of the figure proposed for offshore 
procurement ? 

Mr. Strassen. For this next year? 

Mr. Carnanan. For this next year. 

Mr. Strassen. It is not firm but it will obviously be quite small 
because it is only a small part of the $1.6 billion that would be suitable 
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for offshore procurement. I would say that its range might be some- 
where between $200 million and $400 million. A 
Mr. Carnanan. How would you class offshore procurement? 
Would you class that as military aid or economic aid ? i 
Mr. Strassen. We class that as mutual defense assistance. 
Mr. Carnanan. If you put it in 1 of 2 categories, military or eco- 
nomic, in which category would you put it, military aid or economic 
aid ? . 
Mr. Strassen. It is military aid. | 
Mr. Carnanan. On the chart you showed before, you showed that 
in the last 2 years there has been a decrease in foreign assistance, 4 
amounting to, I believe 42 percent. 
Mr. Strassen. Yes, the other chart. Will you bring it back, please. t 
(The chart entitled “Reduced Costs of Mutual Security Program, 
Appropr iations of New Funds.” See p. 32.) | 





Mr. Carnanan. In your opinion has the danger decreased in like 
proportion ? 

Mr. Srassen. No, but the strength and capacity of other free 
nations to carry a portion of the bur den has incre: ased. ; 

In other words, the other nations are now paying a larger part of 4 
the worldwide burden. 

Mr. CarnanHan. The burden that we are expected to carry has } 
— in a like proportion, would you say? 

Mr. Srassen. Yes. As they attain the capability of carrying a 
greater part of the load, then, our share of the load decreases. Plus 
the fact, I should add, that the cumulative deliveries of equipment 
that have been ordered under previous appropriations, and the revised 
force goals under the revised worldwide strategy also contribute 
toward this dec reasing foreign operations appropr riation, 

Mr. Carnanan. Has the danger decreased at all ? ; 

Mr. Srassen. I believe that the Secretary of State correctly de- 
scribed that, yesterday, when he mentioned the grave, worldwide ‘ 
danger of the appraisal that our own massive power of retaliation . 
tended to cancel the massive power of the Soviet area, and that there- 
fore, the prospects of world peace might be termed reasonably favor- 
able, notwithstanding a grave continuing danger from the massive 
Soviet and Communist Chinese threat. 

Mr. Carnanan? Referring to the chart we have before us now, 
what you have classed as economic aid has shown a constant increase. 

I do not object to that. I am happy to see that as a reality. 

In your opinion, in which category, “military assistance,” or “eco- 
nomic assistance,” are we getting the most free-world strength for our 
effort ? 

Mr. Srassen. I do not feel that you can thus divide it. It will vary 
from situation to situation. I would say that for the immediate 
future, the next few years, the direct military items are of the greatest 
significance in free world strength, but I would say when you think 
of 10 and 15 years from now, the technical cooperation will con- 
tribute the greatest to the free world strength. The one meets an 
immediate danger. ‘The other builds strength for a long-term sit- 
uation. 

On your statement that economic aid has increased, may I say that 
I think the most correct reflection—and there are always shadings 
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in these things—would be if you took the top two segments of the 
chart; those two items together reflect what would be most primarily 
called econemic and related aid. As you see, the combined technical 
cooperation, development assistance, and “other” is increasing even 
though taken singly the “other” is decreasing. Combined it is de- 
cre asing as the whole program is decreasing. 

Mr. CarnaHan. You are classifying de fense support as economic 
assistance. 

Mr. Srassen. It is what has formerly been called economic as- 
sistance. 

In other words, the defense support assistance most correctly re- 
lects what might be called the follow-through from the original 
Marshall plan. 

Mr. Carnawan. Thank you, Mr. Chairman. 

Mr. Vorys. Mr. Merrow. 

Mr. Merrow. Mr, Chairman and Mr. Director, we have received a 
very excellent statement this morning. I am glad to have you with 
us again. 

Mr. Strassen. Thank you. 

Mr. Merrow. On page 3 you have listed the total of the 1955 ex- 
penditures as $3,497,700,000. Isn’t that somewhat different from 
what was in the budget? 

Mr. Srassen. In the budget it was $3,510,000,000. We have done 
a slight refinement of some items and come up with a slightly smaller 
amount. 

Mr. Merrow. Now, the amount to be expended in Europe, $974,700,- 
000, is the major part of that to go to the EDC countries, or have 
you the figure on how much of that is going to the EDC countries? 

Mr. Strassen. $116 million, I am advised, is the amount of that that 
is for EDC countries. We can go into it further in executive session. 

Mr. Merrow. Do you think that that should be made avai ilable, 
regardless of whether the European Defense Community Treaty is 
ratified or not # 

Mr. Srassen. I believe that it is clearly in the interests of the 
United States to move forward on the basis that the EDC will come 
into being. In other words, that it is of such prime importance and 
so crucial in the future security and harmony of the free world, that 
the United States should not hesitate and should move forward on 
the firm basis that EDC will come to pass. 

Mr. Merrow. Even though it is not done by the time we consider 
this authorization ? 

Mr. Strassen. That is correct. As you know, Belgium completed 
ratification since this Congress has met. Germany has completed it. 
The Netherlands have completed it. The Italian Cabinet has taken 
the decision to present it as a matter of the Government, to their 
Parliament. The French Cabinet has it as a matter of current con- 
cern, and the Luxembourg Government, which is the sixth one, has it 
for early consideration. 

Mr. Merrow. Thank you, Mr. Chairman. 

Mr. Vorys. Mr. Zablocki. 

Mr. Zasvockt. Thank you, Mr. Chairman. I regret that I was 
delayed and unable to be here on time. Welcome, Governor. 

Mr. Strassen. Thank you. 
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Mr. Zaniockt. Yesterday I asked the Secretary of State regarding 
the press releases about the review and reappraisal of our trade with 
Communist countries and Communist-dominated countries. The Sec- 
retary inferred that it would be a better question to ask of you. Now, 
many circles in and out of Congress feel that the Communist countries, 
particularly Red China, are in such an economic state that it would 
be best to further blockade trade with China, to bring her down to 
her knees. 

I asked the Sec retary of State whether this reappraisal reflected a 
sign of strength on our part, or is it a sign of weakness? Would you 
care to comment? Further, would you care to comment why it i 
in our interests that we do reappraise our trade? 

Mr. Srassen. Yes. First.of all you are correct; it is a sign of 
strength. The further details of the situation are these. It is onl) 
natural that anything as far reaching in scope as the whole world 
trade and economic situation would have applied to it somewhat dif- 
ferent points of view on the part of various of the free nations, and 
East-West trade is no exception to that general classification. In the 
recent talks in London with the officials of the British Government 
and of the French Government, it was first of all agreed that there 
would be no change whatsoever in our current controls of trade with 
Communist China and North Korea. And, then, on the matter of the 
Eastern European countries that are inside the Iron Curtain, and on 
the Soviet bloc, it was agreed that the listing of what is strategic 
and what is nonstrategic should now be reexamined, in view of what 
is called the strategy of the long pull and that this wide range of 
items should be substantially narrowed, and then the controls on the 
highly strategic items which are made more narrow should be made 
more effective by bringing in transit and transaction controls so that 
the controls could not be obviated or not be escaped by transshipment 
through free ports and things of that kind. 

Now, there are various reasons given in different countries for this 
reappraisal of approach. It does come about by reason of the eco 
nomic strength and success of the free world, contrasted to some dif- 
ficulty, especially and including consumer goods, in the Soviet area. 
So the effect of the new policy will be, as it is gradually worked out 
by technically-qualified people between the free nations, that those 
items that are highly strategic will be controlled more effectively than 
ever, in relationship to war potential, but a wider band of trade will 
be open to the Soviet area in Europe, in exchange for goods which they 
ome out, on a basis of making possible the expansion of peac eful 

-ade, so that in effect we will be saying to the Soviet people and the 
satellite peoples, “If you move toward peaceful trade and away froma 
war buildup, there is an open door for trade,” and it may well be that 
in the long pull, the path to peace will be an economic road. But 
you are not lowering the bars on the highly strategic goods, and that 
is the position on w rhich we can keep a . cohesion among the free na- 
tions and move together. 

Mr. Zastocxt. Is it not true that unless we are prepared to bolster 
or subsidize the economies of some of these countries which are our 
allies, particularly in the Far East, unless we are willing to keep their 
heads above water by givin them dollars, we must permit certain 
amounts of limited trade with Red countries? 
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Mr. Strassen. Let us take a specific case: Norway trades fish for 
manganese from the Soviet area. Now, if we were to say to Norway 
that we would blockade that trade—of course, in the first place if 
you are going to have friendly relations with Norway, you must 
recognize the necessity for trade of that kind. If we were to insist on 
not permitting it and were able to enforce our view, there would be a 
aan and the economic problem for Norway that would have to be 
met in some other way, either through expanded aid from the United 
States, or the shipping of the fish to the United States in exchange 
for manganese from us. a 

I mean you must in some way have free nations make a living. That 
concrete example in various degrees affects many of the situations of 
the free world. 

Mr. Zastockt. Thank you, Mr. Chairman. 

Mr. Vorys. Mr. Judd. 

Mr. Jupp. Thank you, Governor. It is gratifying to those of us 
from Minnesota to have the whole country receiving the sort of bene- 
fits that we enjoyed from your efficient management of operations 
when you were Governor of our State. 

I especially congratulate you for doing what our committee has 
been insisting for years that those in charge of the foreign assistance 
program should do, namely, break down the aid into proper categories 
so that each stands on its own bottom under its right name, then the 
Congress can work its will as to which ones it wants to cut, if any, or 
which ones it might conceivably want to increase, rather than have 
some portions of the program disguised under other labels. 

You spoke of the development assistance to India and you said the 
military aid to Pakistan, in connection with its joining up with the 
defense community in the Middle East, could be handled under pres- 
ent appropriations. Do you have at hand the figure of “Development 
assistance” for Pakistan ? 

Mr. Srassen. Yes. $20 million in development assistance, and 
$6,700,000 in technical cooperation. 

Mr. Jupp. Is that figured up pretty much as it used to be—just take 
the populations of India and Pakistan and pro rate the aid so that 
neither side could be offended at what the other got? 

Mr. Strassen, It is approximately a 4-to-1 ratio. 

Mr. Jupp. That is just about the population ratio. 

Mr. Srassen. Yes. 

Mr. Jupp. May I ask whether the requests from those countries have 
been in approximately that same ratio? 

Are we giving them approximately what they ask for? Or propor- 
tionately? Or are we giving India more, or less, in proportion to 
her request, than Pakistan ? 

Mr. Strassen. Let me first comment that in these instances, it is not 
quite correct to call them requests, in the sense that they present to 
us their plans for their country, its economic development, and a gap 
of funds that are not available, or foreign exchange requirements that 
are not available, and which they would welcome our cooperation in 
meeting. There is, as you well know, a rather more different psycho- 
logical approach than you find in some other countries. 

Now, in that respect further I would like to say that the gap of 
needs in India is much larger than the requests we are presenting to 
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you, and the request we are presenting takes the highest priorities 
of those needs so that I would say that the needs are not necessarily 
on the 4-to-1 ratio. 

Mr. Jupp. I was thinking in terms of the question raised by our 
colleague of Wisconsin, about this $85 million being a modest program. 
Certainly it is modest in comparison to the assurances that Mr. Bowles 
gave the Indian of $250 million a year for 4 years. I think perhaps 
we have to consider that figure of $85 million in relation to what, to 
some extent, they thought ‘they were going to get. You don’t have 
to comment on that. 

I would also hike to express my appreciation for the realism that 
has altered the programing for the various parts of the world. 

I remember when this program first started we fought and bled and 
lost in our efforts to get as much as 10 percent for Asia. After Korea, 
we got it up to 14 percent and last year up to 25 percent. I notice 
it now is to be a little more than half. 

I also remember when General Wedemeyer was before this com- 
mittee just 6 years ago and told us that if we were willing to put in 
$1,350 million over a 3-year period we could save China. A distin- 
guished member of the committee, now in the upper body, insisted that 
the United States couldn’t afford that kind of money. $1,350 million, 
over 3 years, to save Asia, which would have eliminated the problem 
in Indochina, and would have made impossible the war in Kore: 
How much that amount then would have saved us. 

Here we are for just 1 year asking more for the far eastern area, $1.7 
billion, than was needed to prevent the whole situation in that region. 

It is ‘very late, but it is a good thing to have a better balance between 
East and West and give more aid to the areas where we have been 
losing, rather than to follow the traditional pattern of more and more 
aid to the areas in Europe which, despite all our sentimental attach- 
ments, still can’t make it, because of lack of resources, without the rest 
of the world being free. 

I expect I have used my 5 minutes and haven’t got to several of 
my questions. Iwill pass until later. 

‘Sometimes it is a good idea to look at the past when we are studyi ing 
the present, not to condemn but to learn from mistakes in judgment 
made in the past. 

Thank you. 

Mr. Srassen. Thank you, Mr. Chairman. 

I think we have a geographic division chart which has a bearing 
on the comment that the Congressman made. 
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Mr. Jupp. I would like to ask this further question: In that other 
pie picture where you had the total broken down according to func- 
tional programs, was that after the transfers, or as the bill was passed 
by Congress a year ago! 

Mr. Strassen. After the transfers. 

Mr. Jupp. That is what I thought. 

Did you find the transfer provisions in the bill last year adequate ? 
For instance, when you got $385 million more for France last October, 
was that the maximum amount that you could get under the trans- 
ferability provisions? 

Mr. Srassen. The transfer provisions have proved adequate and 
have proved to be one of the most important parts of the entire pro- 
gram. The ability to meet a high-priority emergency by decreasing 
a lower priority, even though necessary project, has been of tremen- 
dous significance to our country. Not only Indochina, but, for ex- 
ample, Iran. I might describe, Mr. Chairman, just very briefly for 
the committee, the procedure when a transfer question comes up. 
In other words, some unexpected emergency arises. The procedure 
is that we assemble the facts rapidly. In the instance of Iran, my 
Near East regional director happened to be in Egypt. I had him fly 
to Iran immediately. He was there within 3 days of the revolution. 
Then the facts are presented to the various departments concerned, 
and a recommendation is made to the President which is signed by the 
Secretary of State, the Secretary of Defense, the Director of the 
Bureau of the Budget, and the Director of Foreign Operations and 
on the basis of that recommendation of the four of us, in a coordinated 
position, the President acts and then his action in turn is a matter of 
advice to the respective committees of Congress. Frequently, if it isa 
matter of great importance, such as in the Iran case, there is a consul- 
tation with leaders of Congress before it is presented to the President 
for his signature. 

Mr. Vorys. Mr. Hays. 

Mr. Hays. Governor, as I understand your statement all of these 
proposed authorizations, whether military, economic, or mixed, are 
United States security authorizations. 

Mr. Strassen. That is correct. 

Mr. Hays. That is true even of the technical assistance items that 
have an emphasis, we will say, on humanitarian rather than security 
interests. 

Mr. Srassen. That is correct. I have a feeling that the humani- 
tarian consideration is primarily in technical cooperation, and that 
there are also some secondary economic aspects to it. If you think in 
the long pull, if you think of 10 and 20 years from now, and our chil- 
dren’s security, certainly the matter of whether the less-developed 
peoples are making progress and are gaining political stability, or 
whether they are stalling in chaos and under Communist domination, 
is of great significance. 

Mr. Hays. The fact that they are humanitarian does not mean that 
in the long pull they are not security interests. 

Mr. Srassen. That is correct. Just as I might say in a local com- 
munity you may move charitably to help overcome disease in a section 
of a community. You may have humanitarian, voluntary agencies 
and welfare departments to help other people in their disease and their 
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difficulty, but in the long pull, unless you do that, your whole com- 
munity, including possibly even the children of the wealthiest mem- 
bers of the community might be adversely affected by a community 
disease, and die, and that same relative position applies to the whole 
world picture. 

Mr. Hays. Now, I agree that sometimes in the past there has been 
no significance attaching to the distinction between economic and mili- 
tary authorizations, but we do have to face an issue and I think it 
would help us greatly if, by areas, you can break the figures down- 
so that we can distinguish the economic from the military appropria- 
tions in each area. 

I would like to ask you also if we can determine from the figures 
you have given us what items are nationally administered by our re- 
sponsible officials, and items internationally administered. Are they 
all in the $70 million item, or are there in these other categories, 
some internationally administered funds? 

Mr. Srassen. They are nearly all in the $70 million. The United 
Nations’ expanded technical assistance program, the United Na- 
tions’ Children Fund, the NATO civilian headquarters, the Inter- 
governmental Committee for European Migration, those are all in the 
$70 million, but the Organization of American States, which is $1.5 
million, is up in the Latin American regional total. 

Mr. Hays. Are we to be provided that breakdown in the course of 
the presentation ? 

Mr. Strassen. That is right, and also, of course, there is a relatively 
modest amount for the United Nations Korean Reconstruction Agency 
up in the Far East, and in the United Nations’ Relief and Works 
Agency (UNRWA) in the Near East, there is an item that is admin- 
istered by a United Nations group, and then, of course, there is the 
NATO infrastructure, and the SHAPE Command that is over in the 
military part of the European totals. 

Mr. Hays. That can be carefully determined as we go along, where 
there is an international administration. 

Mr. Srassen. We can give you the precise amounts of international 
administration and they will be in the detailed material that will be 
available to the committee in executive session. 

Mr. Hays. Governor, I have one other question: I assume some of 
these are contingent items. For example, provisions for Palestine 
refugees depends somewhat upon our ability to work out multilateral 
agreements ¢ 

Mr. Srassen. That is correct. 

Mr. Hays. Your statement is extremely helpful and we are glad to 
see you. 

Mr. Srassen. Thank you. 

Mr. Vorys. Mr. Fulton—— 

Mr. Furron. The question first come to me as to the title of the 
operation. I have never liked the word “foreign” and it is not very 
popular in the United States, anyhow. 

Actually, these operations are the United States operations abroad, 
either for mutual assistance or defense or other categories. Why 
couldn’t it be called United States External Operations, as distin- 
guished from internal operations? When you use the word “foreign” 
it is foreign to any country you put the word in. 
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Secondly, for fiscal year 1954 you had $5,336 million. Was thai 
amount adequate that Congress provided ? 

Mr. Srassen. Yes; it was. 

Mr. Funvon. What was the original request for 1954? 

Mr. Srassen. $5,900 million. 

Mr. Fuuron. So what percentage was the decrease that Congress 
actually gave below your original request ¢ 

Mr. Srassen. You have the reappropriation question involved and 
you also have the matter of the extent to which you fund your future 
requirements. In other words, there were milits ary requirements fo. 
the entire request and the principal effect of Congress appropriating 
less was to decrease the funding of future requirements for the world 
wide security situation. 

Mr. Fuuron. You are going to have the question come up and it 
might as well be asked now, because I disagree with it: You have all 
this money left over from previous years. W hy don’t you just operate 
on that instead of asking for a new budget appropriation and authori- 
zation this year? 

Mr. Srassen. Because that money represents other programs that 
Congress has previously approved which are in the process of imple- 
mentation. To be specific, it takes about 4 years from the time you 
decide, we will say, to build up three more jet squadrons on Formosa, 
in the time you get the squadrons built up and spend the money. 

Mr. Futon. That would affect the program; wouldn’t it? 

Mr. Strassen. In various ways that is what is involved in the unex- 
pended and to some extent the unobligated money. It is that long, 
lead time that it takes in a program that is operating as you see all 
around the world and in such a complex way before you actually can 
carry it out. 

Mr. Lanuam. Would the gentleman yield there? 

Mr. Fuuron. Go ahead. 

Mr. Lannam. Then, the $9 billion that you referred to that will be 
available at the end of the fiscal year, does that represent unobligated 
funds, or unexpended ? 

Mr. Strassen. Unexpended. 

Mr. Lannam. What will the unobligated funds be? It seems that 
would give a clearer picture of what you would have to operate on for 
the next fiscal year? 

Mr. Strassen. It would be now estimated to be about $1.7 billion. 
In other words, more than a half billion dollars less than we ended 
with last year. 

And I might comment at this point, Mr. Chairman: We have fol- 
lowed a deliberate policy of spending the least money we can to carry 
out the essential job, and of committing the least money we can, so 
that we do not make a push to spend more money or to obligate more 
money than is necessary to keep the supplies building and the require- 
ments fulfilled. Our hope is that by doing this very careful and 
restricted management job that the Congress will nevertheless give 
us a chance to continue that kind of a job and not cut us in so short that 
we would have to miss some of the essential security requirements of 
the United States. 

Mr. Lannam. In other words, you do not rush at the end of the 
fiscal year, to obligate the funds that are left on hand ? 
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Mr. Srassen. That is right. 

Mr. Lanuam. I new surrender the balance of my time to Mr. Fulton, 
Mr. Chairman. 

Mr. Furiron. Along that line of questioning which I was going to 
develop likewise, how much of the funds were unprogramed at the 
end of fiscal year 1953? That would be at the end of the last fiscal 

year. 
’ Mr. Srassen. For mutual defense assistance it was $359 million. 
which was a direct saving and was then available for the new program. 
In addition there were about $250 million of other type funds avail- 
able. 

Mr. Futon. Then, my question would be, applying that same fac- 
tor to 1955 fiscal year, what would you believe, projec ting ahead to the 
end of fiscal year 1955, would be unprogramed in dollars? 

Mr. Strassen. It is not possible to tell you now, and with the cur- 
rent expansion of requirements in Indochina, it may narrow down 
quite a bit. But as your committee proceeds with its considerations, 
we can give you then a more accurate analysis of that. 

Mr. Fuxiron. The House adopted last year an amendment of mine 
which stated that the Foreign Operations Administration should, 
where feasible under the foreign-aid program, use United States sur- 
plus agricultural products. That was not in the final bill. A modi- 
fication of it was included after the bill passed the Senate. Would 
you object to such a blanket amendment at this time, meaning that 
the policy of your agency should be directed toward liquidating our 
United States agric ultural sur pluses where feasible under the program 
as long as it did not hurt the objects of the program ¢ 

Mr. Strassen. I would assume that the Congress will in some form 
indicate a policy y along that line. We have currently operated under 
the section 550, as we eal it, which might have as one of its parents 
the Fulton amendment, at least, and we have operated that quite suc- 
cessfully in the utilizing of well over $200 million worth of our agri- 
cultural products to carry out what would otherwise have required 
aid dollars. Then our aid dollars are turned over to the United States 
Treasury, to the credit of the Commodity Credit Corporation, so it 
involves in that respect a use of surplus commodities in place of dollars. 

Mr. Furron. I would like to turn to the industrial side of the 
question and that is this: I represent Pittsburgh, a great industrial 
area, and we have quite a bit of our prosperity dependent on our ex- 
ports of steel, manufactured products, and end items from steel and 
various basic metals. 

Now, you say to me, on the committee, representing that kind of 
an area, that your policy would be an open-door, industrial, non- 
strategic program in the sale of Russian products to Europe. _I find 
myself saying to you that that would then mean that we in our United 
States industrial areas, our workmen, would be competing with goods 
produced by slave labor. We are strongly opposed to the necessity 
of having to compete with slave labor from Russia and its satellite 
countries, that are moving in world markets. 

Now, a second point is, I think the strength of the free world is 
based on the difference in the economic level between two types of 
countries. As long as we are so much above the countries behind 
the Iron Curtain, there will be a pull to break off the satellites and 
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have them come toward the free world. So I hope that the Depart- 

ment will not foree American labor to compete in an open-door policy 
with this slave-labor goods. 

Finally, on the operations abroad that they call offshore procure 
ment, these purchases of industrial items could likewise be bought 

in the depressed areas of the United States. In these areas the labor 

sapply now is in excess, and there is low economic activity, to the 
Ganger point, because of layoffs and unemployment. To me the 
United States depressed areas should either come equally with those 
foreign European countries, or have the preference. 

Would you comment on that last ? 

Mr. Vorys. I am afraid we will have to go on. 

Mr. Strassen. I will comment on your whole situation because it is 
very important. 

First of all, we are not opening the door to the kind of industria! 
products from the Soviet area that you make in Pittsburgh. The 
Soviet tries to buy that kind of material. They do not sell it. What 
they export is manganese that they mine, and certain crops that they 
produce, and certain specialized products. 

They, on the whole, do not export industrial-machine products. 
Those are the things they try to buy. We are not in this policy in 
any way opening up new competition with your industries in 
Pittsburgh. 

Mr. Vorys. The time of the gentleman has expired. 

Mr. Srassen. Let me say secondly that on the broad policy in- 
volved, that with the strength we have built in Western Europe and 
the rest of the world, their level of dollar purchases from us is not 
only holding up but currently increasing, and that is one of the favor- 
able things in our own economic adjustment at the present time. 

Specifically, the rest of the world bought more dollar goods from us 
in February of this year than they did a year ago. 

The rest of the world has, through this policy, become a good cus- 
tomer of the United States, and a customer, now, when we want 
customers in our own economic adjustment. I think it is one of the 
favorable things. Whereas, if you take the other, move, tightening 
in and closing in under these circumstances, then you do what we 
did in the late 1920’s and the early 1930’s, and the repercussions around 
the world of that were the worst depression we ever experienced. So 
that the follow-through on a worldwide, economic approach, is clearly 
recommended by both economic history and current analysis. 

Mr. Vorys. Mrs. Kelly 

Mrs. Ketiy. Thank you, Mr. Chairman. 

Mr. Secretary, as a result of Mr. Fulton’s line of questioning, and 
your answers, we could say that the reduction of the last year and 
the anticipated reduction in the coming year, is due in substantial 
part to the momentum created by previous programs? 

Mr. Srassen. That would certainly be one of the reasons for it. 

Mrs. Ketxy. In other words, could you tell us of the deliveries now 
taking place, if they represent funds appropriated in previous years? 
If so, what years? 

Mr. Strassen. They represent funds appropriated as far back as 
1950, 1951, 1952, and 1953. Some of the longest lead-time items would 
go back as far as 1950. 
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Mrs. Kexiy. Turning to another section of the world, has Japan 
been trading with Red ‘China? 

Mr. Srassen. Only on a very modest scale, and in nonstrategic 
items which are approved i in our United States list. 

Mrs. Keiiy. Do they include items in the A and B category of the 
defense list ? 

Mr. Strassen. They do not. 

Mrs. Keiuy. Recent actions of Yugoslavia with regard to Korea 
have not changed United States policy toward that nation, with re 


gard to appropriations for that country ¢ 


Mr. Srassen. It is another instance of the reflection of the broad 
policy that I referred to of trying to get all non-Iron-Curtain countries 
to work out agreements with each other in their problems, but it has 
not led to any decision to stop a program in relationship to Yugo- 
slavia. 

Mrs. Ketiy. You did not threaten to cut off any deliveries of goods 
as a result of their action last summer ? 

Mr. Strassen. No, we did not. 

Mr. Vorys. Mr. Javits 

Mr. Javrrs. Governor, we are very glad to see you here as always. 
Governor, there have been a lot of stories in the press about the efforts 
of the Russians to do business with the free world. Do you think 
the Russians are engaged in a trade offensive upon the free world, 
not alone for the economic purpose of helping in some of their con- 
sumer shortages but for political reasons to make it attractive to do 
business with the Communists? 

Mr. Srassen. I think they are. 

Mr. Javrrs. Could you give us your idea of the order of magnitude 
of that offensive ? 

Mr. Strassen. This last year they shipped out more gold than they 
ever had in any one year in recent times and that shipment of gold out 
of the Soviet was one part of their trade offensive. They have poten- 
tially a considerable additional volume of gold inside the Soviet. Not- 
withstanding their shipment of gold, the actual trade they consu- 
mated last year appears now to have been less than in_ preceeding 
years, indicating, again, some production difficulties inside the Iron- 
Curtain areas. They offered, at least in a preliminary way, some 

rather substantial orders to a group of British businessmen during 

the Berlin Conference and that is one reason for my “yes” to your 
question. It is not only the search for trade, but the timing and the 
way they do it, that indicates it is political as well as economic. 

Mr. Javits. Do we know whether their trade agents are active 
abroad, more active than they have been before, in the effort to open 
up trade with the West? 

Mr. Srassen. They are, yes. 

Mr. Javirs. Would you say, Governor, that they are making an 
‘ganized trade drive around the world? 

Mr. Srassen. They are. 

Mr. Javirs. What are we doing to counter that ? 

Mr. Strassen. We are currently reexamining the whole East-West 
trade mechanisms, lists and systems, in cooperation with other free 
countries, and we are filling needs that exist for such things as cereals 
wherever they show up around the world, so that no Western European 
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country or no free world country is placed in economic distress so as 
to be open to that kind of economic warfare. 

I think our policies, our counterpolicies have been quite successful 
thus far because we have maintained a coalition of the free nations, 
we have ironed out our differences and as I say we have in effect 
required the Soviet to start using its gold, which is something that 
under Stalin they never wanted to do at “all, and yet not get any 
advantage from the trade. 

Mr. Javits. Would you say, then, Governor, that we face with 
confidence this Soviet trade war? 

Mr. Strassen. Yes, I feel we can counter it and overcome it. 

I probably should say, on the basis that Congress gives us the 
tools to do it. 

Mr. Javirs. Can you say, Governor, whether there has been any 
change in administration policy y from the implication in Secretary 
Dulles’ statement that if the Frenc h did not approve EDC there 
would be an “agonizing reappraisal.” Could you say whether there 
has been any chi ange from that point of view, which some construed 
as implying the possibility that we might not be able to take all pf 
the same active steps we have been taking i in the defense and recon- 
struction of free Europe? 

Mr. Srassen. I would first of all say that I do not want to accept 
any particular implication of what the Secretary meant. It was 
described by him as an agonizing reappraisal that would have to be 
made and that is still the “policy y of the United States. 

Mr. Javirs. Thank you. 

Mr. Vorys. Mr. Harrison 

Mr. Harrison. These funds requested in this bill, are they exclu- 
sive of any funds needed to carry out any program that may be sub- 
sequently announced involving surplus farm products? 

Mr. Srassen. We will use within these funds a considerable volume 
of farm products. There is under consideration an expanded pro- 
gram of farm product use within the country and abroad that might 
come up subsequently, but within this program we will use a sub- 
stantial volume of farm products. 

Mr. Harrtson. Has that program developed to the point where 
you can comment on it now or would you prefer to wait? 

Mr. Srassen. I believe the executive branch position is not finally 
worked out and I could not properly comment on it now. It will 
also involve a domestic side as well as an overseas side, on farm 
products as a whole. 

Mr. Vorys. Mr. Jackson—— 

Mr. Jackson. Thank you, Mr. Chairman. 

Governor, it is always a pleasure to see you, sir. 

Mr. Strassen. Thank you. We appreciated your attendance of our 
regional meeting in Latin America which was very helpful and con- 
structive. 

Mr. Jackson. I always thought that he travels fastest who travels 
alone until I tried to keep up with you and Mr. Lloyd. 

In 1954, there is a very slender slice for Latin America. Is that 
enough, $53 million, to pay for what we can conscientiously do 
throughout Latin America in that period ? 
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Mr. Srassen. I would say yes, assuming that you do carry on 
through the Export-Import Bank a fairly extensive loaning activity 
and assuming our country carries on rather extensive private invest- 
ment and private development in which Latin America is particularly 
a conducive area. 

Mr. Jackson. Has there been any recent development, Governor, 
which would indicate that there is a better climate, or that the climate 
in Latin America is becoming more conducive to private capital in- 
vestment ¢ 

Mr. Strassen. Yes, some. In some countries. 

Mr. Jackson. I should like to say for the benefit of the committee, 
that I was privileged to go to Lima with Governor Stassen and Mr. 
Lloyd, in November for ‘the first meeting ever held of the country 
directors of the technical assistance program. At that meeting, things 
got down to the grassroots, and there was long overdue exchange of 
opinions and suggestions relative to the problems that exist in the 
several Republic s of South America. 

It is my personal opinion that that sort of thing should be done on 
a regular schedule, in order that the left hand may know what the 
right hand is doing in that part of the world. It is very important, 
and my congratul: tions go to you, Governor Stassen. 

Mr. Srassen. Thank you, Mr. Jackson. 

Mr. Vorys. Mr. Morano—— 

Mr. Morano. Thank you, Mr. Chairman. 

Governor, we are glad to have you here. 

Mr. Strassen. Thank you. 

Mr. Morano. Do you favor the reenactment of the Richards amend- 
ment in connection with this legislation ? 

Mr. Strassen. No, I do not. 

Mr. Morano. Can you give me some reasons why you don’t? 

Mr. Strassen. Because I feel we should move forward on the basis 
that EDC will come into being, and we should not hesitate in any 
way to take that fundamental analysis of this critical issue. 

I think, further, that since some of the countries have now ratified, 
that that adds an additional reason why that amendment should not 
be reenacted. 

Mr. Morano. Don’t you believe it will help to implement ratifica- 
tion or influence ratification in J rance and Italy of the EDC? 

Mr. Srassen. No, I do not. I do not think that that approach does 
bring about action on their part. 

Mr. Morano. Now, Governor, I note that in Europe you have indi- 
cated that Berlin, Spain, and Yugoslavia will receive a small amount 
of mutual development assistance. Would you care to break that 
down? 

Mr. Srassen. I would prefer to do that in executive session, Mr. 
Morano, because these are illustrative figures. If we use them in public 
session, they might be interpreted to be firm commitments. We reg- 
ularly analyze as we go forward. Last year, for example, we had an 
illustrative figure of aid to Austria. As we analyzed their economy 
subsequently, we found, and they agreed, that they did not need 
any economic assistance, and so none was actually granted last year. 
That is the kind of situation that we have. 

Mr. Morano. We hope before we get into executive session we 
don’t read it in the press. 
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There is one more question. You have indicated that in the direct 
forces support, there is hardware and there is some money for air- 
craft in Great Britain, is that right? 

Mr. Srassen. That is right. 

Just previous to this, you were speaking of category III, which is 
mutual defense support, where Berlin, Yugoslavia, and Spain are 
involved. Now, you are speaking of direct forces support, which is 
‘ategory II. 

Mr. Morano. Yes. Now, you stated that there is some money for 
aircraft for Great Britain. 

Mr. Srassen. $75 million. 

Mr. Morano. Is there any money for aircraft in France? 

Mr. Srassen. No. 

Mr. Morano. Have we concluded our commitment with France 
with respect to the production of that fighter? 

Mr. Srassen. The French Mystere—4? 

Mr. Morano. Yes. 

Mr. Srassen. We have no outstanding commitments that are not 
a firm contract and represented by obligations i in previous programs. 

Mr. Morano. Is the program in France for the French |} Lyster e—t 
satisfactory to you? 

Mr. Srassen. Is that fighter satisfactory ? 

Mr. Morano. The program of buying and building that fighter in 
France. Has it come out satisfactorily? I understand we were to get 
200 or 225 of those planes. 

Mr. Srassen. They are just beginning to come off. You may 
have noticed in the newspaper the tr agedy of one of them being cracked 
up v th a test pilot. I might say that the indications are that it is a 
superb plane and very fast, very maneuverable, and that this un- 
fortunate thing came when the test pilot brought it too close to the 
ground, and as he leveled off, one wing tip touched the ground and, 
of course, the tragic crash occurred. 

I do not believe from what I have heard thus far that it in any 
way reflects upon the actual construction of the airplane. 

Mr. Vorys. Your time has expired, Mr. Morano. 

Mr. Morano. Thank you. 

Mr. Vorys. Mr. Prouty—— 

Mr. Provury. Governor, in view of your reply to Mr. Morano, I 
assume you wouldn’t wish to hazard a guess as to when the Richards 
amendment might become effective? The one adopted last year ? 

Mr. Srassen. That is, when it might actually stop deliveries? 

Mr. Provury. Yes. 

Mr. Strassen. I think we can give you a fairly close estimate of that 
in executive session. That involves the actual production schedule of 
arms, the rate of delivery, and things of that kind. 

Mr. Provry. But consideration has been given to the probability 
of restrictions under the Richards amendment? 

Mr. Srassen. That is right. 

Mr. Proury. Governor, do you consider any phase of this program 
one that could be properly characterized as charity, or is it an overall 
contribution to our own national defense? 

Mr. Srassen. It is an overall contribution to our own national de- 
fense. In some parts of it, there is a very strong humanitarian fac- 
tor. As a matter of fact, I would say that certainly from the imme- 



























































eat ec: 














~~ 


v0 


diate approach, and the way in which we do it, the technical coopera- 
tion and development assistance aspect is a prime humanitarian con- 
sideration, but it has a long-term security meaning to our country. 

Mr. Proury. Thank you, Mr. Chairman. 

Mr. Vorys. We have now completed the circle, and it is now 12 
o'clock. 

If the committee will permit, I think we should adjourn today, and 
we will continue tomorrow in executive session. 

Mr. Jupp. I have a few short questions, Mr. Chairman. 

Mr. Srassen. Mr. Chairman, tomorrow we will be prepared to lay 
before you in complete detail exactly what we propose to do in every 
country, as we now see it in this entire program. 

Mr. Vorys. Let me remind you that you must first lay before us 
what you have been doing, and then we will consider whether any 
further funds are necessary. The committee has often reminded the 
presentation team we want to know first what you have done with the 
money you have spent, what do you plan to do with the money you 
have that you haven’t spent, and then we will be glad to know what 
you intend to do with any new money you get. 

' Mr. Judd—— 

Mr. Jupp. Governor, I would like to return to the transferability 
provisions. When you got $385 million last fall as an additional grant 
to France and Indochina, was that the maximum amount you could get 
under the transferability provisions ? 

Mr. Strassen. It approached the maximum amount, but it was 
determined not on the basis of the maximum amount available, but on 
an analysis of how much it would require to do it. 

Mr. Jupp. That is my point. I was wondering whether you would 
have transferred more to Indochina last fall if you had had the au- 
thority to transfer more? 

Mr. Srassen. No, we met the need. 

Mr. Jupp. All right. Now, the other question is on East-West 
trade. It has always been held out as offering a great deal of trade 
benefits in the future, for England, Japan, and various other countries, 
and yet responsible papers like the London Economist have properly 
disputed that it will amount to much. 

We know loosening of restrictions may bring some trade benefits. 
We know it will cause terrible psychological losses among the people 
behind the Iron Curtain, through the recognition, the building up and 
the supporting of the tyrants who have them enslaved. 

Is it your considered estimate that the possible trade benefits will 
be enough to offset the very definite and certain psychological losses in 
the cold war? 

Mr. Srassen. That requires an appraisal of whether those people 
who are now resisting the Soviet Union in every way they can, who 
resent and oppose their domination, are better approached on the 
basis of making them more hungry and less well-clothed, or whether 
you pera a flow of goods when it is in exchange for other goods that 
would cause them to be better fed. 

We faced that in a direct way after the East Germany and Berlin 
riots. You will remember on June 17, the workers arose, and with 
their bare hands and sticks opposed Red tanks. It was decided at 
that time that these workers, being short of food, we should help get 
food through to them. 
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First, permission was asked. That is, the offer was made to the 
Kremlin for this food. The response was that they did not need it 
and it was vejected. Then the food was made available in West Berlin 
and in the succeeding 3 months, 5,600,000 family packages of food of 
United States origin were picked up by people of East Germany and 
East. Berlin. 

There is no question that this fed them better. That was a net addi 
tion to Eastern Germany and to the Soviet area, but it is also quite 
clear that it just made very deep and lasting their opposition to the 
regime. 

Now, there are different viewpoints, and they are very sincere view- 
points, of how you go about this whole situation. We are inclined to 
feel that, in exchange for goods that they ship out, that it would have 
an adverse psychological effect if you would say, “We will not ship 
you food, even though you can trade something for it,” that that 
cold approach to the people behind the Iron Curtain would have an 
adverse psychological effect. 

On the other hand, neither are we inclined to solve all the internal 
economic problems if there is not an exchange of some real easing of 
tension or some relaxation of world power on the part of the Soviet 
area. In is very complex. It is a matter that we will examine con- 
tinuously as we go along, but that is the policy that is involved. 

Mr. Jupp. Of course, the two situations you describe are not at all 
similar. It is one thing for Americans to give aid directly to needy 
people. I am in favor of that all around the world. It is a totally 
different thing to give aid to their tyrannical governments and allow 
them to become stronger and get the credit with their people. It is one 
thing to aid directly, wherever we can. It is another to build up a 
government we are at war with. In official war, we conduct a tight 
blockade. If we are not at war with communism, why are we drafting 
men and taxing money to stop it? If we are at war, why should we 
be building up the enemy. I hope the expanded trade policy is right, 
but I doubt it. 

Mr. Srassen. We do, by the Voice of America and other means, 
get the word through to the source. 

Recently, they had a party in the Kremlin in which they passed out 
oranges to the children. Those oranges originated in Israel in a trade 
deal with the Soviet Union. The word did get through that these 
were oranges from Israel and the children in Moscow did know that 
those oranges came in from the outside, and I do not believe from our 
present appraisal that the refusal to move food through would help 
the psychological situation. But as I say, we are continuing our 
examination of it as it unfolds, and we are not categorical as to which 
way is the right way, and we will try to study it as ; it moves along. 

Mr. Jupp. Most ‘people believe it was the UNRRA aid to some 
of these governments in eastern Europe which allowed them to en- 
trench themselves and fix their hold upon the people. The American 
people had no desire except to help folks in need, but whether we 
helped them more by relieving their hunger temporarily, at the ex- 
pense of permanent enslav ement, than we would have helped them if 
we hadn’t built up those governments, that is the hard question of 
judgment and the moral question that I am glad to know you are 
constantly keeping in mind. 
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Mr. Strassen. The UNRRA situation was such that the countries 
had not yet fallen under Communist domination, and in some in- 
stances, the Communist element got hold of the UNRRA aid and 
helped build themselves into power. 

Mr. Jupp. That was not the case in Yugoslavia. Tito was already 
in power, and our help prevented his being overthrown. 

Mr. Vorys. Mr. Zablocki has a short question. 

Mr. ZABLOC KI. I understand, Governor, an amendment is contem- 
plated providing that no funds and assistance shall be made avail- 
ble toa recipient country that continues to trade with Communists 
and Communist-dominated countries. 

You certainly wouldn’t favor any amendment like that. 

Mr. Srassen. No; that would defeat United States interests. The 
Norway case would apply. Would you refuse to help build the mili- 
tary strength of Norway and the ‘bases that are important to the 
whole free world situation, because they must trade fish for other 
products with the Soviet area? 

Mr. Vorys. We have a couple other quick questions before we 
adjourn. 

Mr. Fulton 

Mr. Fuuron. I just want to make a short statement, and then I 
have a question. 

First, when the United States said we wanted trade restricted with 
the Iron Curtain countries, as a policy to be adopted by ourselves 
and our allies, we may have been right. But when we then take a 
broader policy such as is coming up now, after consultation with the 
European countries, it brings up the acute question of when we were 
right, whether we were right when we said we were for the restric- 
tive trade policy, or whether we are right now when we are forced by 
compulsion of arguments by our allies, to take a different policy. 

The question I wanted to ask was this: In the bill last year, the 
committee adopted an amendment which I sponsored and Congress- 
man Judd had amended, to limit the civilian United States adminis- 
trative personnel abroad, and to cut it by 10 percent. Were you re- 
stricted in any way in your operations by that amendment?> What 
was the operation under it, and should there be a further cut in this 
year’s program ? 

Mr. Strassen. I didn’t quite get the last part of your question. 

Mr. Furron. Should there be a further cut in’ the United States 
civilian personnel abroad in this current program coming up? The 
amendment which the committee had adopted was that in the current 
program, it should be reduced by 10 percent. Now, I understand 
actually you have reduced the civilian personnel abroad, United 
States personnel, by more than 10 percent, and the question I ask is, 
Should it be continued in this program ? 

Mr. Vorys. Another 10 percent cut in personnel ? 

Mr. Strassen. This is another example of the way in which we have 
tried to manage the program. We have not merely cut 10 percent in 
personnel. We have cut worldwide, 27 percent in total FOA personnel. 
In other words, we have not tried to use your full ceiling. We do not 
feel we can take another cut, because we are also going into some new 
programs; for example, in Japan. If something comes along that 
makes it possible to make some further cuts, I assure you they will be 
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made without a mandate from Congress. And having come down to a 
trimmed, efficient organization, I would hope you do not tie our hands 
in any rigid way as to how we then administer, but depend upon our 
good faith and our efficiency. 

Now, let me further say that in Paris we have cut down to less than 
half. There were too many Americans in Paris. We have less than 
half the number there. We have released seven different buildings 
in which we had offices before. We have 1 Ambassador instead of th 
former 3, and I think you will find—I think some of the members of 
the committee went to Paris this summer, and you will find a trimmed, 
efficient organization. I would hope you do not then clamp on us 
arbitrary rules beyond that. 

Now, on your bigger question of trade, and how we evaluate former 
policies and present policies, perhaps I ‘could clarify it this way: If 
we were to conclude that a world war with the Soviet Union was 
inevitable a year from today, then the right policy would be to try to 
stop every ounce of every ‘kind of material imaginable from going 
across that curtain. 

In other words, then you have one kind of a trade barrier, or block 
ade policy. But if you conclude that war is not inevitable, that there 
is a prospect otherwise, consistent policies of the United States, and 
sustained strength, of never having a third world war, then you hold 
tight on the high war-potential items and you open up the other way 
of a possible peaceful development of nonstrategic trade. That, in 
a sense, is the current reexamination of policy. 

Mr. Vorys. Mr. Javits, do you have a question ? 

Mr. Javrrs. Governor, is there any optimum figure which the ad 
ministration has for overseas private investment, per year, and can we 
be helped to attain that figure by broadening the investment guaran- 
ties under the Mutual Security Act to include war, revolution, and 
civil disorder ? 

Mr. Strassen. You can be helped by doing that, and I believe that 
is also a recommendation in the President’s message on the Randall 
Commission report, and our observation is that, in a broad way, every 
dollar of United States private funds invested abroad takes the place 
of at least $3 of governmental grants and gets the same results. We 
would hope that over a period of the next 5 years, the rate of United 
States private investment abroad would double. 

Mr. Javrrs. Which would be how much, in dollars? 

Mr. Srassen. It would be 

Mr. Javirs. I can prompt you if you want me to. 

Mr. Srassen. I think you can. You have been going into it very 
thoroughly. It is about a billion a year, isn’t it? 

Mr. Javirs. Actually, overseas new money for private investment 
is $850 million, and securities purchased, and so forth, is $400 million, 
making a total of $1,100 million. 

Mr. Strassen. I was pretty close to it. We hope to double that in 
the next 5 years. 

Mr. Javirs. Thank you. 

Mr. Vorys. The committee will stand adjourned until tomorrow 
morning at 10 o’clock in the regular committee room. 

(Whereupon, at 12: 15 p. m., the committee adjourned, to reconvene 
at 10 a. m., Wednesday, April 7, 1954, in room G-3, United States 
Capitol.) 
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THE MUTUAL SECURITY ACT OF 1954 


WEDNESDAY, APRIL 7, 1954 


House or RepresenrAarivEs, 
CoMMITTEE ON Foreign AFFaIrs, 
Washington, D.C. 

The committee met, in executive session, in room G—3, United States 
Capitol, at 10:10 a. m., Hon. John M. Vorys presiding. 

Mr. Vorys (presiding). The committee will come to order. 

We will continue the review of the foreign operations program and 
consideration of authorizations for fiscal year 1955. I believe Director 
Stassen will be the next witness. 

I remind the committee he has to catch a plane at 5 minutes of 12, 
so we must keep that in mind. 

Mr. Stassen. 


STATEMENT OF HON. HAROLD E. STASSEN, DIRECTOR, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Srassen. Thank you, Mr. Chairman and members of the com 
mittee. 

In proceeding this morning in closed session, following up from 
our consideration yesterday, with your permission, I present to the 
members of the committee, in the first instance, complete documents 
that show in detail the developments over the past few years in the 
conduct of this program, and the proposed fiscal year 1955 program, 
in these two volumes, volume I and volume II. 

We also have presented to the staff of the committee for distribu- 
tion, the preliminary draft of the legislative considerations that are 
involved. We have brought together the various measures of legisla 
tion—I believe 11 in number—codified and adjusted them, in consul- 
tation with and under the direction of our General Counsel, Mr. Mor 
ris Wolf, working with the counsel of the various executive branch 
departments. 

Whe draft which will be distributed to you is not in final legislative 
form. There are remaining issues, as indicated in the draft, which are 
being adjusted and worked out and, of course, continuing observation 
by this committee is indicated. We will work very closely with the 
committee in an effort to be constructive in this matter. 

I believe, Mr. Chairman, with your permission, it might be most 
constructive, in beginning this part of our presentation, that I indi- 
cate first of all that we have prepared these documents with complete 
detailed information in order that there be available in one place the 
opportunity to check up on any country program. For that reason, 
of course, it gets into details of military items which become classified. 

We are also preparing and pulling out and declassifying the maxi- 
mum amount of information so that there will be declassified versions 
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of these documents which will not be as comprehensive, but which will 
be available for more easy transportation and consideration than the 
classified documents are. 

I believe the best way to get into the situation would be to take up 
the volume on some particular countries, some in which we feel we are 
moving successfully, and some in which we are having difficulty and 
are not doing so well, and to lay out to the committee very directly 
and thoroughly the pluses and minuses in this program of United 
States operations, carrying out our foreign policy and endeavoring 
to implement it in various ‘parts of the world. 

You will note that the volumes that are before you are divided on 
the geographic basis, and also on the functional basis. With your 
permission, I would like to suggest that we turn at once to Turkey, 
which would be one of the lowest tabs in volume I. 

If you turn this up—and this will be true in each country—the 
first thing you see is a data sheet that gives a vast amount of concen- 
trated facts about the country and its situation. 

I might comment on a few items in it to indicate the Turkish 
situation. 

You will note on the left that production in Turkey, both in an 
agricultural and industrial sense, has been rising very rapidly. There 
has been really an amazing development of Turkish total strength 
from an economic and productive standpoint. 

Mrs. Botton. Would you mind explaining what your letters mean / 
“58” means what? 

Mr. Srassen. At the top it says, “Industrial production in 1950, 
taken as the base of 100.” 

Prewar was 58 in relation to the hundred, so, compared to 1938, by 
1950 you had gained 42 points and continued to gain on the industrial 
side. 

Mrs. Bouton. I understand. 

Mr. Vorys. Could I interrupt? 

Mr. Strassen. Yes. 

Mr. Vorys. You have these volumes marked “Secret.” We are all 
pestered by our brethren in Congress and by members of the press 
who want to know about this. I see this page is marked “Confiden- 
tial.” Without going to other parts, just point out on this page what 
is secret or confidential, or on the chart on the other side of the page. 

Mr. Srassen. I believe that the defense expenditure figures may 
have to come out of the declassified version, and certain of the details 
of the debt. 

Mr. Voryrs. We have had that every year for various countries. 

Mr. Srassen. And it may be that the projection of gold and dollar 
transactions, as we estimate it to be for that country in the next year, 
might be the kind of an item that we cannot correctly declassify at 
the present time. 

r. Vorys. That puts us in the position, Mr. Stassen, where if 
somebody says, “Well, what is Turkey’s production in terms of 19509” 
and we happen to know or to remember that it is 122 in 1952, and 
they want to know if Turkey is better off or worse off, we have to say, 
“Well, that is a big secret, and we can’t tell you.” 

Mr. Strassen. That is not classified. 

Mrs. Borron. How are we going to know? 
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Mr. Vorys. Our committee has a very fine record of protection of 
secret and classified material. I opened the book, and I happen to 
open it at page 43, “Technical cooperation, definitions.” I just hap- 
pened to open it there, and I saw a very interesting definition. Then 
I see that that is secret. Under the rules of our committee, the execu- 
tive branch brings something here that is labeled “Secret,” and here 
are 695 pages labeled “Secret,” and I find that we can’t discuss the 
definition of technical cooperation, because I have seen it in that book, 
and I may reveal something from that page. 

Mr. Strassen. Mr, Chairman, may I point out that the page you 
read from is not classified? In other words, there is no mark on 
that page 43. 

Mr. Vorys. On the cover of volume I, it says “Secret,” and here it 
says “Secret,” and that indicates a secret volume to us, in our practice 
in former years. I want to be corrected by members of the committee 
if my memory fails me. Iam most anxious that the committee should 
protect the security of the United States, but I am also most anxious 
that the Congress and the country should know as much as they can 
about this program. 

Now, we have these gigantic volumes that are marked “Secret” on 
the outside. As I say, I glance at the technical cooperation, and then 
we start at the page on Turkey, and I find that there may be two lines 
on the page that are secret. but it is hard for us to carry that in mind, 
and then there will be talk and recriminations, maybe, about leaks 
across the table. I am just anxious to find out where we stand on this. 

Mrs. Bourton. Mr. Chairman, may I ask a simple question ? 

Mr. Vorys. Yes. 

Mrs. Bouron. The Governor said we would have a declassified book. 
When—tomorrow or 2 weeks from now ? 

Mr. Srassen. I think it will take about 1 week, Mrs. Bolton. 

In other words, our approach, Mr. Chairman, having in mind the 
approach of the committee last year, has been to first present the maxi- 
mum of information in a comprehensive way, and that requires that 
a portion of it be classified, because you cannot go into certain militar 
items or certain projections of what countries will do, and the classif- 
cation rule in the Government is that if a book has anything in it that 
is secret, the book must be classified, but the pages may be separately 
classified, so that follows in this present volume. Any page that does 
not have on it a page security classification is not classified, so that 
page 43 that you referred to, as you will note, there is no classification 
on it, and therefore, it is not classified material. 

All of that material will be separated out in a nonclassified volume, 
but that, of course, will not be a total, comprehensive report of the 
program you are being asked to authorize. 

Now, for example, in the situation in Turkey, you will find the pages 
that get into confidential and other matters—for example, section IIT, 
page 333, under Turkey, you will see the specific information of how 
many jet fighters we have programed for Turkey. You will find how 
many pieces of artillery. 

We feel the committee would want to know this material and have 
it available to go into with its staff, but this material must. continue 
to be classified. I assure you we will declassify every item we can and 
at the same time will make a very comprehensive report to the com- 
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mittee, including classified matters, because we do know and recognize 
and admire the record of this committee for respecting classified 
materials, 

Mr. Vorys. I urged some weeks ago that we have something at the 
opening of the hearings that we could use in public hearings, and that 
the Congress and the press could have, and when I heard we were 
going to have only classified material, I urged that we have declassified 
material at the same time. I wanted to keep my own record straight 
with the committee. 

Go ahead. 

Mr. Smiru. May I ask the difference in definitions between “confi- 
dential,” “secret,” and “classified”? Are they all in the same cate- 
gory? 

Mr. Srassen. There are degrees in classification. Top secret is 
highest, secret is next, confidential is next, and then unclassified. 

‘hey are matters of degrees of security involved. 

They affect the manner in which you handle it and the matter of who 
is entitled to it. For instance, those who obtain the secret and top 
secret information have a more rigid security check in the administra- 
tion than those who handle just confidential material. 

Mr. Smiru. I think the chairman has expressed the views of the 
committee regarding this kind of material, and I think one of the 
most embarrassing things that confronts us when we take this matter 
to the floor. Then we are compelled to say, “Well, you can’t talk 
about that ; that is seeret or classified.” That is most embarrassing. I 
am sure you appreciate that. 

Mr. Strassen. I do. I appreciate there is no simple way to handle 
this. You have the two conflicting approaches. The one is to give 
the committee the maximum of information every time, on every part 
of the program, so they may consider it, and the other is to give it in 
such form that it can be taken out on the floor and so forth. We will 
try to do it in both ways. 

The comprehensive information will inevitably involve confidential 
matters about the Government and the future of their own economy 
that could not be published without embarrassing our relations with 
that country, and the military items which will involve secret classi- 
fications in detail, but we will also declassify every item and you will 
find in this book the pages that are not classified in any way do not 
have any mark on them, and therefore, you are free to even pull the 

ages out of the book if you wish, but we will have them all assembled 
in declassified books. 

Now if I may proceed, Mr. Chairman, with the way in which the 
book can be referred to, in the tab for Turkey, which is one of the 
yellow tabs at the bottom of the first volume, as you open it, you 
find first this comprehensive data about Turkey, as I indicated, on the 
left-hand side you will see they have come up very well in production 
so that both in an agricultural and in an industrial sense, they are 
showing strength. You also see that for a country with their standard 
of living, they are doing very well in the percentage of their gross na- 
tional product devoted to defense. 

That shows in the next column. Then, on the right-hand side you 
will note there are certain inflationary pressures in the country. Their 
indexes of wholesale and retail prices have been creeping up a bit, 
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and their trade balances, as you see in the center on the right under 
“Foreign Trade,” have been running on a minus basis with the OKEC 
countries. This does reflect a current situation in Turkey about which 
we are somewhat concerned and watching very carefully, the internal 
inflationary pressures on the Turkish economy. But these are the 
kind of statistics that we follow as to every country in the world and 
in a very close manner, month by month, quarter by quarter, as the 
year unfolds. 

Now, then, as you turn the page, you will see the charts of the al- 
lotments and the program of the United States in relationship to 
Turkey over the period of years. Here we pull together comprehen- 
sive information. This is now section III, page 326. On the left you 
will see what the Turkish program was in 1950, 1951, 1952, and 1953. 

Then you see the estimated current year program which we are in 
the process of implementing and you see the projected program that 
we are recommending to you for fiscal year 1955. Then you see their 
own defense expenditures charted, their own budgetary situation, their 
gold and short-term dollar assets, and there you see another indica- 
tion that they do not have much in gold and short-term dollar assets 
which reflects this certain weakness in their currency at the present 
time and is a matter of some concern. 

Then, on page 327, you see there the cumulative program for Mutual 
Defense Assistance, from 1950 to 1954, and you see the tentative figure 
for fiscal year 1954, you see the proposed program for fiscal year 1955. 

Now, you will note that in this respect the hardware proposed and 
you will note the direct forces support and mutua! defense forces sup- 
port, which is the amount shown on the upper page chart. 

Then we have a narrative statement which shows both the strengths 
and weaknesses of the Turkish situation which I will not go into at 
this time other than to say that Turkey this year has taken some ver 
significant steps for the encouragement of private investment, which 
was one of our worldwide efforts to decrease the requirement for aid 
and build the economies of friendly countries. 

On page 328, the lower right-hand column, we see a legend on that. 
The arkish Government has taken decisive steps to encourage the 
development of private enterprise and increase the flow of foreign 
private capital into Turkey. They have passed new laws on petroleum 
and general private investment and there is a flow of new United 
States business, and new United States petroleum exploration going 
my Turkey, which we feel will be a factor of future strength, without 
aid. 

You see a comment on what has developed on the Army, on the 
Navy, and on the Air Force. 

en, you come down to section ITI, page 332, as you get into that, 
here you begin to get into the detailed military program. You see the 
cumulative materiel item, fiscal years 1950 to 1954, the “Training,” the 
“Other,” and the total that through 1954 we will have invested in the 
Turkish armed force for this particular approach of Mutual Defense 
Assistance Program. 

You see the amount in our current year, you see the proposal for 
fiscal year 1955. 

(Discussion off the record.) 
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Mr. Srassen. That reflects the fact that we are getting these coun- 
tries quite well equipped from the standpoint of already-financed 
programs and that is why it is possible to reduce our future request 
in this way, while the deliveries continue under the preceding appro- 
priations which have not yet been expended. You see the cumulative 
on the right of what we will be investing in Turkey as the total for 
the 5-vear period. 

Mr. Provry. Mr. Chairman, could I ask a question ? 

Mr. Vorys. Yes. 

Mr. Provry. In fiseal year 1954, take that figure for materiel. 

Mr. Strassen. Yes. 

Mr. Proury. Is that money actually spent or available for spend- 
ing? 

Mr. Srassen. It is available and programed for spending. 

Mr. Provury. In fiscal year 1954? 

Mr. Srassen. It wouldn’t all be spent during 1954, but that is the 
part of the total Turkish arms program that. was covered within the 
1954 appropriation. 

Mr. Provury. Some of it will be spent then, some of it will be spent 
in subsequent years? 

Mr. Strassen. That is right. Some of it may be spent as much as 
4 years later, such as for jet airplanes and things like that that. it 
takes a long time to deliver. You get the detail of that as you go 
down. 

Mr. Jupp. This just covers from 1950 to 1954. Does this begin with 
MDAP? 

Mr. Srassen. It begins with MDAP. 

Mr. Jupp. We passed that in August. 1949 for fiscal 1950. 

Mr. Strassen. That is right. 

Mr. Jupp. The Greek-Turkey program we passed in 1947 is not 
reflected anywhere. So there are 2 years of aid that don’t show. 

Mr. Srassen. That is right, this is the beginning of the arms pro- 
gram. 

Mr. Jupp. Although we gave a lot of arms before that, in 1947, 
1948, and 1949. 

Mr. Srassen. Some of the World War IT arms in the Greek-Turkey 
program were put in there. 

Mr. Jupp. Much of it was new material, I think, maybe not. 

I think it would be worthwhile in those 2 cases of Turkey and 
Greece. because we started an arms program for them in 1947, if 
somewhere or other that were added in so we would know how much 
under the 2 programs has gone to these 2. 

Mr. Srassen. We will get the figures of the original Greek-Turkey 
program between their origin and the 1950 point; and furnish them 
to the committee. 

Mr. Vorrs. And at the same time you might furnish the one on 
Formosa. We always ask for that. That goes back to December 
1948. 

(The information requested is as follows :) 
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Total aid to Greece and Turkey as 0, Dec. $1, 1958, under Public Law 75, 
as amended 


Greece: Millions 
Cs ini etlcedingietmnn es avis siesta edlfiggth ol cabal Aaah hier cnadadins didlo asides __. $380 
Economic__- fru a Sie 120 

Total_-_ abn Ses alla ta achat a i tia ae 500 
Turkey : 
SE lc ha a lh ba eles leis ancstin cdot aio Ss do ca einiahelev eo alt dc didioe a ys 154 
I i 5S ib in dig LA itedepnenibnhssnitedincn igeetnesien nicdhiidiabignl 5 
tacts tlt incest etal teatdbaiccigl cD cain ect nik ie 
Grand total____-_-~_~- a4 Le Oe os oe . G59 
Formosa program, by fiscal years? 
Direct 
Other than force: 
Tota) direct support 
Potal forces (common 
support use pro 
fram 

FOA programs Millic -« Millions Millions 

1951 - 2 $95.0 $85. 7 $12.3 

1952 - ss 981.5 68, 2 13.3 

1953 105. 5 75. 4 30. 1 

1954 . 9111.8 | 81.8 30.0 

Subtotal 1951-54... _....--. ween eat , 396.8 311.1 85.7 
1948-50_. ‘ 427.0 27.0 | 

Total FOA programs. . tes . Fs Be Ste 423.8 338. 1 85.7 

Special programs jae ° 65,2 5.2 
Grand total seth Beno doc seebdanbabion dein catia 424.0 343.3 85. 7 

1 Excludes ‘mutual defense assistance programs, which are displayed on }. III-375 of the classified 


presentation document. 
2 Includes funds deobligated for mainland China and reobligated for Formosa. 
4 Includes $5 million under sec. 550, Mutual Security Act of 1951, as amended, 
4 Represents estimated deliveries to Formosa financed from a $168 million China-aid program conducted 


prior to June 5, 1950. 
5 Represents estimated portion for Formosa of total program of $123.1 million fer China carried out under 


sec. 404 (b), China Aid Act of 1948. 


Mrs. Ketity. On page 26, “Allotment of program,” you have a 
figure for the proposed program. 

Then, if you go over to the page you were just on, 332, you come up 
to another figure, and so forth. Does that mean that the first figure 
is for the new program, and the difference would be the carryover ¢ 

Mr. Srassen. It means that the first figure is what you mig)it call 
“not hardware and not training,” but the furnishing of economic 
backup to the country, and of petroleum and common-use items to the 
military forces, and the figure on page 332 is hardware and training, 
so the two combined are the total Turkish program. 

Mr. Javirs. That is shown at page 327, on the right-hand side. 
You see where an amount is shown under “Mutual Defense Assist- 
ance.” You have a total for the country. To tie it in, in our request 
of $3,497 million, a component of that gross total worldwide is for 
Turkey, and this shows the detail of how that is, divided down. 

Mrs. Ketiy. I thank you. 

Mr. Morano. That mutual defense support figure; is that the item 
that is to be considered economic aid? 
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Mr. Srassen. It is economic aid to the country, furnished for the 
purpuse of making that country strong enough to carry the armed 
forces that we have in the force goals. 

Mr. Morano. Is that what we heretofore considered direct economic 
aid? 

Mr. Srassen. That is correct. 

Mr. Morano. It is now mutual defense support. 

Mr. Srassen. That is correct. It is direct economic aid in those 
countries where our primary interest is the sustaining of an armed 
force. 

Mr. Morano. Where would that be shown on the chart of any 
country—if it is shown on the chart of any country, that would be 
the same item ? 

Mr. Strassen. That is right. 

Mr. Vorys. In this instance, isn’t the breakdown of that shown on 
page 334, where the biggest item is the capital equipment? 

Mr. Srassen. That is correct. 

Mr. Vorys. What would be the nature of capital equipment we 
would be putting into Turkey now, for defense support ? 

Mr. Strassen. It can be heavy roadbuilding equipment to open up 
the highways to link the defenses of northern Turkey; the equip- 
ment to build an airfield; it can be facilities to bring in the petroleum 
for the jet airplanes, and it can be many things along that line. 

Mr. Vorys. When we get to country or area studies, will we get an 
idea of what it is going to be? 

Mr. Srassen. Yes, and what it has been. You have a current item 
of that. kind. 

Mrs. Borron. Is that to be found here, Mr. Stassen ? 

Mr. Srassen. In that detail, no. 

Mr. Morano. Does it mean that Turkey will not get bread, grains, 
fats, and oils, and so on, in 1955? On that same page? 

Mr. Strassen. That is right. It means they are now raising their 
own foods and they do not need any imports of bread grains and 
so forth. 

Mr. Morano. And every chart on a country would show whether 
or not it is getting the food in mutual defense support, or whether 
it is getting the capital equipment, as pointed out by Mr. Vorys? 

Mr. Strassen. That is correct. 

Mr. Morano. Thank you. 

Mr. Strassen. Now, on page 328, you will find considerable explana- 
tion of these capital items and what we are doing in the country. 
It is not divided up in a sense of showing how much goes for one 
thing and how much for another. You can see on the right hand 
side, “Transportation and communication development, marked 
progress, national highway system,” and so forth. 

The establishment of facilities for the repair of locomotives, pro- 
duction of freight cars, and so forth. These are the things that are 
involved in strengthening Turkey. 

Mrs. Borron. Mr. Chairman, may I ask a question at that point? 

Mr. Vorys. Yes, Mrs. Bolton. 

Mrs. Boron. I am still interested in what we do with a sheet like 
this which is all marked secret. A great deal of this material I have 
had from others outside, and there is really nothing secret about it. 
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Yet these papers are so carefully marked secret. They are not even 
marked just confidential. They are very secret. What am I going 
to do about the things I already know. Do I have to stop talking 
about them ? 

Mr. Strassen. Oh, of course not. There is this distinction: Fre- 
quently, in fact, you read in a newspaper that it is predicted that 
Government X is going to have an economic crisis 3 months from 
now and will not be able to make their payments on their currencies. 
Now, it is a fact and it is in the newspaper, but it is still impossible 
for an official United States Government document to be released 
that says that, because there is a great difference between an official 
United States document saying something like that about another 
country and its being known that that is the situation and being 
written about by the newspaper. 

Mrs. Bouron. The fact that they have been building roads and 
receiving parts for locomotives, are you going to go through this 
and pick out, sentence by sentence, what we can use and what we 
can’t use? 

Mr. Strassen. We will have a completely declassified book for you 
that I think you may well find, after you get it, that you will be using 
the classified one more because you want the secret material. 

Mrs. Bouron. Of course we do. 

Mr. Srassen. But you cannot take it to the floor and things like 
that. 

Mrs. Borron. That is right. I appreciate why you have given it 
to us in such quantity although I don’t know how in the world we can 
come up here and study in this room. 

Mr. Srseenin: I know, of course, that you have subcommittees that 
take up particular parts and you have a very able staff. 

Mr. Vorys. Before you leave page 328, the paragraph you have 
just referred to is the result of what we have already done in the 
form of economic aid there, on transportation, harbors, mineral prod- 
uce reaching ports, and rolling stock. All that would be a very good 
reason why we wonder whether they need more of the same capital 
equipment this year. 

No doubt we will get that. 

Mr. Strassen. I can answer that right now. 

(Referring to map of the world.) 

This is the United States objective. Remember, this is Turkey, 
with about 1,000 miles of frontier on the Soviet Union; with the 
Dardanelles; with the eastern anchor of the Mediterranean. Right 
after the war, Soviet practical threats to take a part of their territory 
and to insist upon a share in handling the Dardanelles, that was 
with us. 

The situation has reached the place where the Soviet has already 
written a note that they will make no more claims on Turkey. 

Now our objective is to get this country in such shape in its total 
economic structure that it can sustain these divisions, a few jet squad- 
rons, its complex of airfields, some tanks, and a few naval vessels, 

articularly of the minelaying and subchaser type, and sustain that, 

eep it in shape all themselves without any external aid perhaps 3 or 
4 years from now. Now, that is the United States objective. 

To do that, you have to help that country to develop its compre- 

hensive economic and industrial structure, along with a balanced 
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agricultural development, so that it can carry that load without a 
single external dollar. We feel that goal is attainable from the 
progress we have made, but it is only attainable if we follow through 
on getting the rest of these highways built, on improving the port 
facilities and helping in the electric power development that remains 
to be done to balance up the economy. 

You can pour out a fot of money for a country’s economy year after 
year and leave the economy no stronger than before. If you open up 
the roads and develop private investment as we have done, then you 
can expect to end United States aid in a country without that country 
being weak, but in fact carry forward in strength. 

That is the reason we have this kind of a program in Turkey. 

Mr. Vorys. I know the committee would be interested in the special! 
mission you have had in Turkey to develop a climate for private 
enterprise. I understood that it was to be sort of a guinea pig, show 
ing what could be done along that line. Will we be told about that 
now ¢ 

Mr. Strassen. I can do that right now. 

Our mission in Turkey stimulated interest on the part of Turkey 
in an expansion of private investment. Then the Government became 
interested and turned more friendly toward private investment from 
the outside and said, “How do we go about it?” 

Our mission said, “The way to do it is to invite the United States 
to send an outstanding private group here to advise you.” 

They asked for such a group. We appointed a group in which, by 
chance, Mr. Clarence Randall was the chairman—this was prior to his 
appointment on the other work—and this group of professional, pri- 
vate people, not in Government, pulled in on a consultantship basis, 
went over to Turkey, looked over their laws, looked over the situation, 
and advised the Turkish Government very specifically as to the kind 
of laws they would have to pass, the kind of action they would have to 
take to welcome private investment if they wanted private investment. 
The Turkish Government passed such a law, and also a petroleum law, 
and today there are in Turkey a number of United States business 
firms purchasing sites for factories, arranging sales rights and things 
of this kind, bringing in equipment for oil exploration, and taking 
up a part of the load that previously used to be done not so well with 
aid. It is our appraisal, I said yesterday, when you can get a United 
States private dollar going in, with the technical know-how that comes 
with that dollar, it is at least three times as good as a grant, United 
States aid dollar. 

Mr. Carnanan. May I ask right there, what type of industry is 
being encouraged ? 

Mr. Srassen. Every type. They have put no restrictions in their 
new private law and there are various kinds of small factories, vari- 
ous kinds of distribution centers, of larger retail stores and things 
of that kind. The whole complex of development is taking place. 

Mr. Gorpon. Mr. Chairman, may I ask a question ? 

Mr. Vorys. Yes, Mr. Gordon. 

Mr. Gorvon. Does the private investor obtain some guaranty from 
our Government on that? 
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Mr. Srassen. He may apply under our law for a limited guaranty 
for a small premium payment, on the convertibility—that is the return 
of his profits and capital in dollars. The law also provides for a 
guaranty against loss from expropriation but that is not now available 
for investments in Turkey. There is a question before you this ses- 
sion, that the House has had up before, whether you should be able 
to take out insurance with the United States Government against 
damage by war or insurrection. It is not there now and it is a separate 
question. 

Mrs. Bouron. May I ask a question? 

Mr. Vorys. Yes. 

Mrs. Borron. Do you have any facts on the narcotics trade in 
Turkey? They used to have a legitimate amount given to them and 
they were one of the big producers of legitimate narcotics in the world. 
They had allocated to them a certain amount of the raw material 
through the Geneva arrangements and I would be very much interested 
to know exactly what the status is today in Turkey of the manufac- 
ture of legitimate and illegitimate narcotics. 

Mr. Srassen. I will get that information. I do not have it at the 
present time. 

(The information requested is as follows :) 


“1. Is Turkey still manufacturing opiates? 

“Answer: There is no legal manufacture of finished narcotics such as heroin in 
Turkey. The legal production is entirely of crude opium. 

“2. Are they all regulated as they used to be, under the international agree 
ment? 

“Answer: Turkey still adheres to the International Limitation Convention of 
1931, at which time some 67 countries set up controls. Since that time several 
international meetings have been held to further develop controls to take care 
of changed conditions, 

“3. Is there very much of the illicit manufacture now? 

“Answer: The crude opium delivered to the government is kept under strict 
control and there has been no question as to the efficacy of this control once the 
material was in Turkish Government hands. There is, however, a considerable 
quantity of crude opium, estimated at about 15 percent of the total crop, which 
is sold by the farmers illegally and processed in a great number of small factories 
into various kinds of finished narcotics, mainly heroin. Pending legislation, if 
passed, would tend to tighten up the system of collections thereby decreasing 
the clandestine traffic. 

“The Turkish delegate to the recent meeting of the United Nations Commission 
on Narcotic Drugs informed the other delegates of the Turkish Government's 
increasing efforts to prevent illicit traffic, both in Turkey and the international 
field. The success of the efforts of the Turkish police has been demonstrated since 
1951 by the diminishing quantities of raw opium and heroin seized. The new 
law will provide increasingly severe punishment by fines and imprisonment, 
including life imprisonment and even death. 

“In addition, another bill to be submitted shortly to the Turkish Assembly 
provides for a further limitation of the area in which the opium poppy can be 
cultivated, strict control of its production, prohibition of the cultivation of 
Indian hemp, and control of the cultivation of other varieties of hemp. The 
bill is also intended to increase the effectiveness of the existing administrative, 
judicial and health measures. 

“Mr. Anslinger, Commissioner of Narcotics, has been in constant touch with the 
Turkish Government in regard to these new laws.” 

The new legislation noted in the response to question 3 above has been passed 
by the Turkish Government. The law has not been in operation for a sufficient 
length of time to permit an evaluation of the law’s actual effectiveness. 
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Mr. Vorys. May I say this, we have been proceeding informal!) 
as the committee assembled during the hearing. So long as no one 
objects, we will let the spirit move members to ask questions at any 
time. If at any time it is desired to go around the table we will do it. 

Mr. Stassen’s time is limited and perhaps we should let him proceed 
with his presentation. However, any member should feel free to ask 
a question. 

Mr. Strassen. My time is not limited as far as this committee is 
concerned, in total. As long as you want me here, I will be back. 

Now, I think it might be helpful to refer to page 333. Here is 
where you get the detail of major items of military equipment. You 
see “Army” on the left, “Navy and Air Force” on the right. You see 
the major classification. 

As you move down, “Army” for example, you come to artillery. 
You see the total pieces. From fiscal years 1950-54 you see what has 
been shipped to Turkey. The next is what has already been funded 
and programed and is to be shipped. It is being manufactured. 
Now that, of course, is represented in your unexpended moneys that 
have been previously appropriated to pay for that artillery as it is 
shipped. 

Next, you see, of that comprehensive total, how much of it was 
in the 1954 program. We are proposing to add to the artillery of 
Turkey in the 1955 program. This kind of detail you will see all 
the way through this portion of the book. 

You will see up above “Medium tanks,” the fourth line down from 
the top in the Army, we have shipped them medium tanks. We have 
already programed and authorized more that are to be shipped. 

They have not yet been shipped. That is enough tanks under our 
force goals so we have no tanks in the 1955 program, but we will 
carry through on the shipment of those. 

(Discussion off the record.) 

Mr. Morano. May I interrupt right there ¢ 

Mr. Strassen. Yes. 

Mr. Morano. Were those jets made in America or made in Europe? 

Mr. Srassen. They were made in America in this case. 

Mr. Vorys. Is the shortage in artillery ammunition typical or does 
that apply just to Turkey ? 

Mr. Srassen. That is fairly typical. They are also starting to 
manufacture some of their own ammunition. What we are contem- 
plating is building up a [security deletion] for all these countries, 
so what you see here is, you might say, the immediate ammunition sup- 
ply, and that which remains to be shipped to build on up. That 
would, perhaps, reflect [security deletion] supply, and to build up a 
[security deletion] war reserve and get it back in certain ammunition 
depots, is the future part of the shipment. 

Mr. Jupp. Mr. Chairman. 

Mr. Vorys. Mr. Judd. 

Mr. Jupp. In that same table, under “Small arms and machine- 
guns,” for the preceding 4 years, it is [security deletion]. ‘They must 
be getting a lot of small arms and machineguns from other places 
than from us, unless there are some ciphers to be added, because that 
is not very many rifles and machineguns. 

Mr. Strassen. I am sure that is [security deletion] there. 

Mr. Jupp. No, not [security deletion]. 
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I note the number started out big and it has come down, so that you 
want only [security deletion] this year. Naturally, you began to 
equip your troops with small arms and machineguns at the start, and, 
as they became better trained and organized and more competent, 
then you moved on to the artillery and so forth, so you now send less 
of the small arms and more of the heavy; is that right? 

Mr. Srassen. You are exactly right. We have practically com- 
pleted the equipment of them with small arms and machineguns and 
we are moving into the buildup of the heavy artillery. 

Mr. Vorys. There is an example of where this doesn’t give the story 
unless we know what we have sent since 1947. It looks silly to say 
that you are going to have [security deletion]. 

Mr. Jupp. And yet [security deletion] you can’t have sent [security 
deletion] so there must be something screwy there. 

Mr. Vorys. This says, “Total pieces [security deletion].” Is that 
correct? [Security deletion. ]} 

Mr. Jupp. Perhaps it means that between 1947 and 1950 we sent 
over an awful lot of surplus rifles and other items. 

Mr. Srassen. That is right. These may be the more modern 
machineguns that have gone in there. 

Mr. Morano. Mr. Chairman. 

Mr. Vorys. Mr. Morano. 

Mr. Morano. With regard to those bombers, I see no cost there. 
There is no figure of cost on the jet fighters and bombers. 

Down below you find $2,038,000. 

Mr. Strassen. That is the price for the 12—$2,038,000 is the cost 
for the 12 jet reconnaissance planes in the 1954 program. 

Mr. Morano. Then there is no price for the 186. 

Mr. Srassen. Not divided up in that way, but you do have the cum- 
ulative air force program up above which will show you pretty well 
what that is. 

Mr. Morano. Where is that? 

Mr. Srassen. In the middle of page 332 you see what we have put 
into their air force. You see, in the air force column [security dele- 
tion] to be shipped. That is what the air force has cost. It is not 
divided up per bomber, but it is divided up for the air force. 

Mr. Morano. Is there any reason for that ? 

Mr. Srassen. It is just a matter of the degree of detail you can get 
into one book. There is no reason why you shouldn’t be advised as 
to what the estimated cost is of the individual bomber. We will give 
that. 

(The information requested is as follows :) 

The cost of an F-84G fighter bomber, which is produced jointly for Air Force 
and MDAP, is $246,027 flyaway. ‘That means without spare parts. With spares, 
the cost is $336,123. 

Mr. Jupp. The only point I get is that you are giving the dollar val- 
ues for 1954 and 1955 so we can compare these 2 years. You gave the 
quantities of commodities in the first column, but not the dollar value, 
because that only clutters it up. 

Mr. Strassen. That is right. 

Mr. Vorys. Well, can you get 12 jet planes for $2 million? 

Mr. Jupp. Reconnaissance planes. 





Mr. Srassen. Yes, you can. 

Mr. Vorys. For $2,038,000? 

(Discussion off the record.) 

(The following information was submitted for the record :) 

These are T-—33 jet trainers that cost $129,843 flyaway, which have been con- 
verted to reconnaissance RT-33 at a cost of $40,000, bringing the per unit cost 


to $169,843. Twelve of these planes were programed for Turkey at 


a cost of 
$2,038,116. 


Mr. Srassen. Then, as you turn to page 334 

Mr. CarNaHANn. : would like to ask a question. 

Mr. Vorys. Mr. Carnahan. 

Mr. Carnanan. Back on page 333, under “Army, artillery, total 
pieces,” what I want to know is, over in the fiscal year 1954 program, 
there is [security deletion] pieces shown. Is this [security deletion ]- 
is that the price ‘of the | security deletion | ? 

Mr. Srassen. That is right. 

Mr, Carnanan. Right on across, we are getting [security deletion | 
pieces for [security deletion]. 

Mr. Strassen. That is right. Probably the additional ones might 
be 105 millimeter instead of 155, or they might be some antiaircraft 
which don’t cost so much. 

In other words, there are a number of classifications of artillery 
pieces that are involved. 

Now, on page 334, as you have indicated, we show what kind of 
things we are sending into the country from the forces support, and 
defense support. As you will notice, it ties in at the lower right-hand 
side with what we have previously spoken of, as what we are recom- 
mending as the aid figure for Turkey 

Then, on page 335, we show, again in this field, what has been 
delivered, what is in the pipeline on December 31, what the estimate 
will be in the pipeline on June 30, 1954, and then your next column is 
what we are going to add on under our recommendation, and what will 
be delivered in 1955 or later. That shows how the “to be shipped” 
approach elias to the economic side. 

Now, if you come back to the 

Mr. Carnauwan. Then you are not indicating how well you think 
you will get along in 1955 with your shipments. You just say it is 
going to be shipped in 1955, or some other time? 

Mr. Srassen. That is right. 

We estimate how much will be delivered by June 30, 1954, and we 
just indicate that it will be delivered from that time on. 


Mr. Vorys. Could I ask you a question before you go further in the 
book ? 


Mr. Strassen. Yes. 

Mr. Vorys. Where is a comprehensive statement—I suppose it 
would be in volume I—of what your total program is? 

Mr. Srassen. It will be right at the opening of volume TI. TI was 
going to come back to that ina minute. Iam working from the specific 
country, back, because I believe that will be better. 

Now, if you turn to the Near East-African-South Asian tab, which 
is the first of the yellow tabs—it is about halfway up volume I, and is 
section III, page 161—this is the beginning of the areawide summary 
of the program. You will notice there that areawide, Near East and 
Africa, we are proposing $569,050,000 for 1955. Now, if you turn to 








































































































section III, page 173, you see the summary of the area and you aotice 
Turkey down there in the left-hand column near the bottom of the 
column. Follow that line and you will see the same figures. 

“Mutual Defense Assistance” [security deletion |—that is the hard- 
ware we have been looking at. The [security deletion | is the compre 
hensive Turkey figure which is a component of the Near East, $569, 
050,000. And area by area, the country programs tie in together that 
way, into a regional total. 


Then from the regions, if you step back to the beginning of the 
book 


Mr. Vorys. Could I interrupt ? 

Mr. Strassen. Surely. 

Mr. Vorys. There is a conflicting engagement for some of our mem- 
bers at this time. I thought that in the spirit of bipartisanship, we 
would continue with our meeting and we will understand if some of 
our brethren have to leave us. 

Mrs. Bouron. Who is being secret now # 

Mr. Vorys. It seems there is a Republican conference taking place 
at 11 o’clock. Some of us will continue here. 

Mr. Strassen. Section I, page 5. Here you see a worldwide sum- 
mary, and here again you will note that the Near East, African, and 


South Asian total of $569.1 million is built into the worldwide total 
of $3,497,700,000. 


Mr. Jupp. It is page 4. 

Mr. Srassen. It is er 4 and 5, bat the material we are speaking 
of is in section II, page 4, the right-hand side of the column. That 
is the comprehensive total for the Near East, Africa, and South Asian, 
which builds on into the whole total. 

Preceding that, you see the cumulative information on outstanding 
unexpended funds. That would be in section I, the head of that, 
pages 4 and 5. 

Mr. Burieson. Mr. Chairman, may I ask a question ? 

Mr. Vorys. Mr. Burleson. 

Mr. Burreson. Governor, I understand it doesn’t amount to too 
much, but is there any place reflecting expenditures under the pro- 
visions of section 550? 

Mr. Strassen. Yes; in volume IT. 

Mr. Burieson. That is all right, if there is. We will get to it. 

Mr. Strassen. I think I should comment on it right now, because 
there will be other questions like that. 

In the last section of book II, you have all the special programs, 
under the tab called Other. In other words, right down near the 
bottom of the book, you will find a group of pages which starts with a 
table on page 693, section III. It shows section 550 sales program, 
with Afghanistan, the first country. You find it way down at the 
bottom of the second book. 

Section III, page 693, shows a table covering it. Pages 694 and 
695 have text on it. Page 696 has another table and pages 697 and 
698 carry charts on section 550. 

Mr. Jupp. $211 million ? 

Mr. Srassen. That is right. 

Mr. Jupp. That is good. Everybody said we couldn’t get it to $50 
million when we started out. I compliment you on doing that. It 
required some imagination and effort. 
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Mr. Strassen. The requirement was for not less than $100 million 
and not more than $250 million, and we are aiming right now at $211 
million. We may be able to do a little better than that before the 
end of the fiscal year. 

We have made more different uses of food this year than we ever 
did before, I think. One of the interesting things in the section 550 
program was the way it fit Finland. You will notice that Finland 
was a little tight on food and has an unfavorable balance of payments, 
so we sold them $5 million worth of section 550 food. It eased up 
the situation in Finland in quite a significant way, at a timely point 
when they were moving toward an election and the Communists were 
making great efforts to try to gain in that election. 

Mr. Jupp. Do you recall how they paid for it? 

Mr. Srassen. Yes; they put up a Finnmark account and we are 
drawing on Finnish products for other parts of the world-aid pro- 
grams. We will take from them lumber products and pulp products 
and things of that kind, for other programs. 

Mr. Jupp. Good. 

Mr. Strassen. As I indicated, in section I, pages 4 and 5, you get a 
picture of the worldwide cumulative resources that are available to us, 
you see the actual expenditures in fiscal 1953. You will notice at the 
bottom of the page they were $5.7 billion. The table shows the un- 
expended balance on June 30, 1953; the amount reserved for return to 
the Treasury; the new appropriations you made for 1954; the antici- 
pated transfers; the amount available for expenditure in 1954, the 
actual expenditures through January 31, 1954, the estimated expendi- 
tures through June 30, 1954, the estimated expenditures for fiscal year 
1954, and then the estimated unexpended balance on June 30, 1954, 
and all broken down by various categories. 

For those who are interested in the comprehensive cumulative obliga- 
tions and expenditures, you will find it all in that part. 

Now, I would like to turn to a country where we are having trouble. 

Mr. Jupp. May I ask a question first, Mr. Chairman ? 

Mr. Vorys. Mr. Judd 

Mr. Jupp. Then I judge from these estimated expenditures in 1954 
of $5.4 billion as against appropriations of $4.7, we are now actually 
spending more than we are appropriating ¢ 

Mr. Srassen. That is right. 

Mr. Jupp. Heretofore, we always appropriated more than was spent 
and now we are beginning to catch ot 

Mr. Strassen. That is right. 

Mr. Jupp. I understood yesterday—I didn’t have a chance to check 
the transcript—that you said at the end of this fiscal year you expected 
there would still be about $1.5 billion unobligated, is that what you 
said ? 

Mr. Srassen. About $1.7. 

Mr. Jupp. Unobligated ? 

Mr. Srassen. That is right. 

Mr. Jupp. At some time, I would like to have you discuss that. It 
is the place it is hardest to justify. I commend om for not going out 
and obligating a lot of money just to get under the wire, but the argu- 
ment will still come up, If jie is $1.7 still unobligated, why should 
we authorize $3.4 more? That is the toughest one to explain. 
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Mr. Strassen. I know it is, and we had the same question last year, 
but I believe that by our performance in the Department of Defense, 
particularly, aid in the whole program, we have demonstrated that we 
get the job done that needs to be done around the world. We do not 
either obligate or ee money simply because it is there. The pro- 
gram moves forward most successfully when you back these successive 
years of programing. 

Mr. Jupp. I am not kicking, but I know what we are up against in 
Congress. The most popular position there would be to say, “They 
are asking for approximately, $3.5 additional authorization. Well, 
they have $1.7 unobligated. Why don’t we just strike out that $1.7 and 
then we will only have to authorize $1.9.” That would get wide 
support. 

Mr. Strassen. That, of course, would mean that some of these items 
that are in here—say [security deletion], and so on—will never be 
shipped, because you have then pulled them out of the program, you 
see. 
Mr. Jupp. You won’t have as much flexibility, that is right. 

Mr. Srassen. It is not a matter of flexibility. It is a matter of 
being able to pay for the requirements that are programed. 

Mr. Jupp. You won’t have them obligated as of June 30 then. Why 
not, in your programing, put that $1.7 billion over into 1955 and obli- 
gate during fiscal year 1955? 

Mr. Srassen. Because then you couldn’t obligate for the other 
things you have in 1955. In other words, you have a total require- 
ment program, and in some instances—for example, in aircraft— 
they are experimenting on different medels of aircraft. Sometimes 
they have some difficulty as to just how to build these jets. If you 
obligated rapidly, you might obligate for the wrong plane. You still 
need the jets, you still have them in the program, they are still a 
requirement from a military standpoint. You have not yet made an 
obligation for them, but you have the money set up for them. 

Mr. Jupp. They are programed, but not obligated ? 

Mr. Strassen. That is right. 

Mr. Jupp. You have in your mind about what is to be spent for 
that ? 

Mr. Strassen. That is right. 

Mr. Jupp. Then we don’t have to reappropriate that $1.7 billion, 
because that would make it $3.5 plus $1.7, which would be $5.1. We 
don’t have to reauthorize it, do we ? 

Mr. Strassen. You have to authorize the carryovers. That has been 
done every year. 

Mr. Jupp. I know it, but we had a harder time with it last year than 
we ever had before, and it amounts to $3.5 plus $1.7, making $5.1 
billion authorization in the bill, actually. 

Mr. Strassen. Not unless you would call $4.5 plus $1.7 the figure for 
last year. 

Mr. Vorys. Isn’t this true, that the reappropriation of the unobli- 
gated last year, in view of the fact that the unexpended balance is 
carried over, just sort of threw everybody off base—if we had simply 
said, “Here is the appropriation of new money, and unexpended bal- 


— continued,” it would have been easier for everybody to keep 
trac 
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Mrs. Ketiy. Do you think we are going to let you get away with 
that, Mr. Chairman ? 

Mr. Vorys. What? 

Mrs. Kexiiy. Do you think the Democrats are going to let you get 
away with that? 

Mr. Vorys. What I mean is this: In yesterday’ s charts the amount 
was shown as $4.7 on one chart and then $5.3, or something like that. 
on another chart, and the difference was that there was a reappro 
priation of part of the unexpended balance and then the rest of the 
unexpended balances were made available anyhow. 

Am I correct in that? The Appropriations Committee came along 
and tried to divide the thing up in a way so that the new money was 
about $4.5. 

Mr. Strassen. That is right, $4.5, plus Korea. 

Mr. Vorys. Korea wasn’t really in our bill, I guess, but it is prop 
erly counted in this general program. 

Then the Appropriations Committee said, “And we are also reap 
propriating part of the unexpended balances, and also, we are con 
tinuing the rest of the unexpended balances,” so at least I was con 
fused about what happened. Maybe it is clear to the rest of you. 

Mr. Hays. Mr. Chairman, let me ask a question to clear up my own 
thinking: We don’t have to reauthorize the unobligated funds at the 
end of this fiscal year, do we? We do not have to reauthorize the un- 
obligated funds? 

Mr. Lanuam. That is up to the Appropriations Committee. 

Mr. Hays. That is right, but yesterday Mr. Stassen told us it is 
estimated that at the end of this fiscal year, your unobligated funds 
would be relatively small. I forget the figure. Do you recall? 

Mrs. Kenxy. $1.7. 

Mr. Jupp. Bigger than last year. 

Mr. Srassen. No, it won't be bigger than last year. Last vear it 

ras $2.2 billion. 

Mr. Hays. I am talking about unobligated funds. 

Mr. LannaM. It is all ‘programed, but not obligated. 

Mr. Hays. It is just not obligated. Well, that clears up my ques 
tion. 

Mr. Javrrs. Mr. Chairman, I would suggest that the Governor give 
us a statement for the record which can be used in debate whieh will 
say specifically the “whats” and the “whys” of these three categories of 
things, “programed,” “obligated,” and “unexpended.” Wecan make a 
strength out of what seems to be a weakness in this sense, that you 
are not going out to make contracts just to be able to say it is obligated, 
because the contracts would be improvident, and we are talking about 
the ultimate, the guns, the ships, the planes, and the tanks. That 
should be shown up, in my opinion, as rather simple language in these 
definitions, and these will be standards for us as to what we are fight- 
ing for. 

Mr. Vorys. Could I say this, commenting on this matter: We have 
before us the executive draft which is ready for circulation in com- 
mittee, and I don’t know whether there are copies available yet for 
the press or not. 

Mr. Srassen. They are there, are they not? 

Mr. Crawrorp. There are only about 20 copies here, I understand. 

Mr. Srassen. Is there enough for the committee ? 
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Mr. Voryrs. There will be enough for the committee. 

In this draft, it says: 

There is hereby authorized to be appropriated to the President, not to exceed 

, and in addition, unexpended balances of appropriations for military 
assistance under each paragraph 
and so forth. Every year we have this discussion, then finally what 
we do is to authorize unexpended balances so that the thing is cumu 
lative. When the Appropriations Committee got all through last 
year—I want to be corrected if IT am incorrect, but what they did was 
to reappropriate part of it and then also put in language which made 
the unexpended balances available—they reappropriated part of the 
unexpended balances and then they reappropriated the rest of the 
unexpended balances. Now, isn’t that correct? 

Mr. Srassen. That is right, but as a result of the conference between 
the two Houses, it became a workable solution. 

Mr. Vorys. It is something we have to spend the usual amount of 
time on, maybe, but maybe we can go faster this year. 

Mr. Srassen. This is what Appropri: itions did. They took a look 
at what we had in the program for future obligation and when they 
got done they said—I think it was “121 million of these items we are 
going to cut out. We are not going to rg (3s ev that much 
unobligated money because those items you should take out of the 
program. The rest of it, go ahead with it.” 

That is what Appropriations did in their detailed review. 

Mr. Jupp. When you do the thing of which Mr. Javits spoke, the 
total of unexpended balance, that ought to be broken down into 
the obligated that is yet unexpended because it hasn’t been delivered 
and paid for, and the unexpended which has not yet even been obli- 
gated. That would make clear the two main categories. 

Mr. Javirs. Should not this committee take the same kind of a 
look at what is programed but unobligated, as the Appropriations 
Committee, before it writes this sentence into the bill? 

Mr. Vorys. What we want to know is, “What have you done with 
the money, if spent; what do you plan to do with the money you 
have not spent ; why do you need any new money ¢’ 

We are firing at a moving target that is constantly changing, but 
what we are going to do is to authorize, regardless of the labels on it, 
we are going to authorize the sort of continuation of foreign opera- 
tions that this committee deems it in the public interest to continue, 
and we are not going to fool ourselves or attempt to fool anybody 
else as to whether it is allocated or this or that, and if the totals of 
the new money can be reduced, and we think so, we will do that. If 
we think they cannot, we will do that. Isn’t that your idea? 

Mr. Javirs. It is, Mr. Chairman, but the Government is not pro 
posing, as we stand now, to give us justification for the $1.7 billion, 
and my point is whether or not the committee wants a justification 
for the $1.7 billion. 

Mr. Srassen. We will give you justification for it. 

Now, the question of whether you want to get into extreme detail 
is something else. 

There are two factors. One is that that is the type of thing that 
Appropriations usually does, and is especially more or less designed 
to do, and the other thing is that as you reach the end of the fiscal 
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year, which is the time they are working on it, there is more informa- 
tion available than there is in April and May. 

We will do as much as we can. 

Mr. Javirs. That is my point. Do as best you can. 

Mr. Fuuron. With regard to the $1.7 billion unobligated amount, 
there is inherent the question of whether or not it should be obligated. 
That has a bearing on whether the procurement should be in the off- 
shore procurement program, or it should be done in the United States 
distressed-labor areas. I do think this committee has a useful func- 
tion as to the policy decision on how procurement should be done, 
which has a direct effect on the extent of the offshore procurement 
rogram. 

Mr. Srassen. We will present that information to you, too. 

Mr. Burieson. As Mr. Javits mentioned a moment ago, I think 
our chairman did an excellent job last year in identifying these funds 
and the status of each. It was a difficult job. The difficulty is the 
interpretation of method. The other difficulty is starting out on the 
false premise of a fiscal year. We can’t do anything about that. I 
think it is all wrong. I think if we are going into a thing like this, 
particularly the military, we should say fiscal years from 1954 to 
1960, or something like that. That is neither here nor there. We 
are not going to do it. But as I recall, we started this same way last 
year, the same thing we are talking about. 

Mr. Jupp. Yes, but we had a hassle down on the floor about. it, 
and I would rather have it clear now in the minds of everybody on 
the committee. If we go down there united on what’s what, we may 
vote for it or against it, but at least the confusion is eliminated. 

Mr. Voryrs. When we go to the floor we have to propose and defend 
a program that will be far larger than any specific authorization. This 
language, “Unexpended balances are authorized,” will make it look 
like a $12,800 million program we are presenting to the House. Now, 
we remember that we are a policy committee and are not an appro- 
priations committee, but we want to have the facts and figures well 
enough in mind that we can present for authorization to the Congress 
approximately a $12,800 million program. That is simple enough. 

Mr. Srassen. Cumulative of which a certain part they have previ- 
ously authorized and appropriated. 

Mr. Vorys. That is right. 

Mr. Strassen. A part of this you have to approach as a cumulative 
comprehensive program that keeps moving along. You have to con- 
sider it in toto. 

Mr. Voryrs. And we, particularly at the policy phase of it, must 
think of it that way. Our policy isn’t divided up by fiscal years. Ours 
is a policy committee, a legislative committee. 

Mr. Burteson. That was one of the reasons why I wanted to post- 
pone this thing last year. I remember the job you did on me, and it 
was enough to impress me for quite a while. 

Mrs. Bourton. I just wanted to suggest that Mr. Stassen wanted to 
give us some information on a country they are having difficulties with. 

Mr. Strassen. We have given you an example of a country where we 
have strength. I thought in our approach, giving maximum informa- 
tion to the committee, we would also give you problem cases. I would 
like you to turn to Indonesia, which is in section III, book 2, under 
the green tab, “Indonesia,” being the Far East group. 
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Section ITT, page 409. Refer to page 411. I will say our program 
is not moving well in this country, and there are a number of reasons. 

When you get down to current situations, at the bottom of page 411, 
you see the “Republic of Indonesia” — 

The Republic of Indonesia is hampered in its economic development by recur- 
rent Cabinet crises, depredations by marauding armed gangs, and an economy 
largely dependent on the world market for tin and rubber. 

On the political side, the two parties with the largest representation in Parlia- 
ment, the Masjumi Party and the PNI Party, vie for leadership in the Govern- 
ment and for influence over the numerous minor parties. The Communist Party, 
which controls a majority bloc of votes in Parliament, is currently supporting 
the PNI against the Masjumi and the Socialist Parties. The PNI controls a bare 
majority in the Parliament under a coalition of nationalists and minor religious 
and leftist parties, but receives Communist support to strengthen that majority. 
All parties are maneuvering to influence the outcome of Indonesia’s first general 
elections, now scheduled from early 1955, but uncertain as to both exact timing 
and outcome. 

You will note the kind of problems that then come up in getting 
agreement on projects. There is a torn issue inside the country as to 
whether the United States project should be in there or not, in this 
field, or that field, so this will reflect itself in various ways. You see 
“United States technicians” on page 415 of this section ITT. 

The number of technicians, in the center of that page in the top col- 
umn, you see in 1953, it is 90, and in 1954 it is down to 50, as we see it. 
Not being able to get approval, and the uncertain picture and the 
marauding bands, it is very difficult to get a good technical staff oper- 
ating there without frustration, and really accomplishing things. 

In every respect you get this slowness of approval in that Govern- 
ment, the uncertainty of the working relationships of our technicians, 
and the difficulty in a sense of accomplishment because the falling 
prices of rubber and tin dropped the bottom out of the earnings of 
the economy so even though you have improved the rice production 
a little bit or improved some other thing a little bit, it is a very small 
factor in the country’s total economic picture. 

Indonesia today represents one of the very difficult countries in 
the whole program. If you will turn over to page 418 you will see 
that we have no arms program in there. They started with a small 
materiel arms program back in 1950. [Security deletion.] There 
is no materiel, arms, or no defense relationship there at all. Those 
are all zeros. 

Mr. Jupp. Mr. Stassen, would it help the committee in this particu- 
lar country if the committee were to modify the language under sec- 
tion 511 in the law, which led to a crisis in the Government? In order 
to get our aid they had to meet the conditions of that section of the 
Ribicoff amendment—and the Cabinet fell over it. 

Mr. Strassen. I think it would help if you had less restrictions. It 
sometimes gives more flexibility in approaching a country like this. 

Mr. Vorys. Mr. Hays. 

Mr. Hays. Governer, are there any other areas that are in as diffi- 
cult situation ? 

Mr. Srassen. It is a matter of degree. I would say Jordan, the 
country of Jordan is a very difficult one in the Near East. You will 
find that in volume I in the yellow tabs, about two-thirds of the way 
through the book. 

Mrs. Bouron. Before we go to Jordan, could I ask a question about 


Indochina ? 
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Mr. Srassen. Yes. 

Mrs. Bouton. Do you know how much Communist strength there 
is there? 

Mr. Strassen. In Indonesia? 

Mrs. Borron. Indonesia, I mean. 

Mr. Srassen. We have fairly accurate information on it. 

(Discussion off the record.) 

Mr. Strassen. There is a recognized Communist Party with a 
number of seats in the Parliament and a very active infiltration activ- 
ity in labor and as I say in the economic picture it is black because of 
the low earnings on rubber and tin. 

Mr. Vorys. Mr. Gordon. 

Mr. Gornon. Mr. Stassen, are the technicians civilians. 

Mr. Srassen. They are all civilians. And these people who are 
staying out there in these schools and in the agricultural areas are 
really some of the unsung heroes of the United States. When you 
get into a picture like Jordan or Indonesia and you get a technically 
competent person working out there in places where someone may 
take a pot shot at you any day, or if your family is in the country 
you may find something thrown through your front window every 
day, but they keep working on trying to improve that atmosphere and 
that stability. They are really doing a remarkable job under very 
difficult circumstances. 

Mr. Lanuam. Do they want our technical assistance in Indonesia? 

Mr. Strassen. Some do and some don’t. The Communists would like 
to have us all pack up and leave, you see. Some of the people, some 
of the fine rural organizations just plead with our people to stay and 
work with them and see them through, so you get that conflict. Some- 
times right in a ministry of a government a part of the staff of the min- 
istry will be trying to see that there is no project approved. Another 
part of the staff will be trying to get it approved and go ahead with 
cooperation. So you have that internal churning around inside the 
government. 

Mr. Gorvon. Referring back to my question on the technicians, you 
mentioned that they have a difficult time raising that to 129. 

Mr. Strassen. Very difficult. 

Mr. Gorpon. Is that the planning that you have? 

Mr. Srassen. Yes, if we got better governmental structure, that is 
the level that we ought to put in and, of course, if we cannot improve 
the situation, we will not be able to get the technicians in, and we will 
not spend the money. 

(Discussion off the record.) 

Mr. Carnanan, With regard to Indochina, who do we deal with on 
this aid to Indochina? 

Mr. Srassen. On the economic side of technical cooperation, we are 
dealing with the native peoples, the indigenous people. The Viet- 
Nam, Laotians, and Cambodians, but also in harmony with the 
French, and they are fully agreed that we do it. 

On the military side, it goes through the French. 

Mr. Carnauan. Isthe program broken down economically as to how 
much is going to Cambodia, how much is going to Laos, and how much 
is going to Viet-Nam? There has been some objection raised to the 
idea of speaking of the territory as Indochina. They prefer our speak- 
ing of it as the Associated States of Indochina, and I think it would 
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mean quite a bit to the people if the “Associated States” could be used 
neon of just Indochina. 

Mr. Srassen, That is a very good suggestion because particularly in 
C: .mbodia and Laos they are very sensitive about their own status, 

Mr. Jupp. More than that, Indochina was a French colony. I can’t 
get it out of my own vocabulary. We should speak of them separately. 

Mr. Carnanan. Certainly we should say, “Associated States of In- 
dochina,” or I would prefer using them by their names. 

Mr. Jupp. So would I, although I always forget. 

Mr. Srassen. We have divided up the program for operation into 
the three sections, We have a sort of a subchief over in Phnom Penh 
for Cambodia, and another one over in Laos, Veintiane, but they are 
all under the overall direction of the mission chief in Saigon. 

Mr. Carnanan. And we deal with 1 group for the 3, then? 

Mr. Srassen. No, we deal with each of the three local governments, 

Mr. Carnauan. Where is that shown in there? 

Mr. Srassen. We do not attempt to break it down here, in the 3- 
country programing, but in the area we put a submission over in the 
other 2 countries. 

Mr. CarnaHan. You must deal through 1 general mission for the 
3, and they break it down into the 3 pieces. 

Mr. Srassen, One general United States mission, and that general 
United States mission breaks itself into three subsections. 

Mr. Hays. Governor, you were going to make a comment on Jordan. 

Mr. Srassen. Yes, Congressman. 

That is another of our difficult situations. That is in volume I, 
under the yellow tabs. It will be section III, page 265, volume I. 

The tension in Jordan, vis-a-vis Israel, is very extreme, and that 
frequently manifests itself in a reaction against the United States and 
against United States personnel. That makes it difficult at times to 
carry out the technical cooperation program. 

On the other hand, some of the technicians who have demonstrated 
to the people the results of their work, like the water-spreading group, 
apparently are never molested regardless of how tense the situation 
becomes. They come to be known for having brought in more green 
grass. They can drive right out through the rioting area and never 
be molested. If it becomes a sort of unknown technician, with a 
United States label, he can be in danger at times. 

Here, too, of course, the relative economic situation is low and we 
are trying particularly to improve the water and the roads. As you 
know, Jordan is sort of landlocked. One of the things that happened 
when they were so short of wheat was, we sent a ship in with wheat 
and came into the Gulf of Aden and the Egyptians oe at our ship 
going in there with wheat for Jordan. They didn’t know we were 
trying to help another Arab country but it was a rather tense moment. 
They actually fired ata ship. I w ould say progress that has been made 
is not satisfactory in Jordan. 

Mrs. Bouron. May I ask what our relationship is with the British 
influence in Jordan. 

Mr. Srassen. That adds another complexity. I think that the 
British have clearly indicated they are pleased to have our technical 
working force, but there is an extra element of complexity in the 
situation. 
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Mr. Hays. With regard to the water development, is there a problem 
between Jordan and Israel? 

Mr. Strassen. That is primarily in the UNRWA money—that is that 
area relief and rehabilitation. There has been a little money in here 
on engineering of some of those parts of the project, but currently we 
have not moved forward with anything in the Jordan Valley awaiting 
= conclusion on the United Nations comprehensive Jordan Valley 
plan. 

Mr. Hays. Eric Johnston has given a good deal of effort to that 
specific problem, hasn’t he? 

Mr. Srassen. Yes, he has gone out and visited all the countries in 
relationship to the United Nations Jordan Valley plan, but it is not 
moving forward thus far. 

Mr. Hays. Aren’t we stymied constantly by the fact that the Arab 
representatives won’t talk to the Israel representatives and vice versa ’ 

fr. Strassen. That is right. 

Mr. Hays. But, they will talk to us and know that we will talk to 
the others, and that puts an added burden on us. 

Mr. Strassen. Yes. 

Mr. Jupp. What is water spreading ? 

Mr. Strassen. Water spreading is a program where you have a little 
coulee, or wadi as they call it, where water runs a part of the year 
when rain comes, but it is not a steady water flow—no river or stream 
that flows steady. So you build semidikes or dams, that are open 
ended down the valley, with the result that as the rains come, the 
water collects and runs over here and down and then it stops at the 
next place, runs out the other end and it goes zigzagging slowly down 
the valley, and in that process, a lot of it soaks into the ground so 
you get enough water retention down in the ground so that you are 
able to raise a grass crop, where otherwise the water flashes on through 
and washes out the soil and you get no grazing grass. They have 
developed extensive pastures of green grass that lasts through the 
season. It is done in our western country a great deal and the way 
we have really gotten this one going was to get a group of these Arab 
tribesmen, fly them over here and put them in the hands of our irriga- 
tion service and they took them out in Montana and Wyoming and 
showed what would happen and then they got cooperation for the 
first time. 

We have a boy from Montana who is over there showing them how 
to do it, and it is taking hold quite well. 

You know the overgrazing, of course, the way the goats and so 
forth graze everything off the countryside and then it blows away, 
and that process is being checked a bit. "Water spreading is only one 
phase of the total attempt to rehabilitate the soil and develop the 
resources of the area. 

Well, Mr. Chairman, in broad outline, that presents these volumes. 
I am impressed by your insistence that the declassified volumes be 
ready at the earliest possible date. I might say to you that our staff 
has worked many nicht hours to get these documents ready. Let ine 
further say, everything in this book has been coordinated between a 
number of executive departments. In other words, this is not an FOA 
presentation. This is an executive-branch presentation under which 
an extensive amount of coordinated work has been done so that every 
figure in here is agreed, country by country, with State, and where ap- 
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propriate, with Defense, in some instances, items of the program with 
other executive-branch departments, and with the Bureau of the Budg- 
et. So bringing this altogether has been a very extensive task for my 
staff and they have worked through and they will now work through 
as rapidly as can be, to pull out the declassified portions of the separate 
volumes. 

Mrs. Bouron. May I say as far as I personally am concerned it 
would be of the greatest possible help if we could have it before Thurs- 
day of next week. Then, we have a few clear days when we could 
sit down for an hour or two a day and really study this stuff and come 
back after Easter with some kind of a comprehensive sense of what 
our obligation is, our separate obligations are in the whole program. 

Mr. Vorys. May I say this with regard to this comprehensive and 
detailed book. The staff of the Appropriations Committee that has 
to do with this requested access to it and Mr. Stassen and his staff 
said it was prepared for us and they would not let them see it without 
yermission from this committee. I appreciated their view on that 
but I felt it was so important that the Appropriations Committee get 
going promptly on their studies that I told Mr. Taber that proper 
members of his staff could have access to this. 

Mr. Jupp. Mr. Chairman—— 

Mr. Vorys. Mr. Judd—— 

Mr. Jupp. For nearly a year of operation of FOA—6 months, I 
guess—you have not had the Voice of America, or the exchange of 
persons program. Would it be better if you did? Is there conflict 
or overlapping or lack of coordination out in the field, of these three 
programs now ? 

Mr. Strassen. No, I feel we should not have the informational pro- 
grams. I feel two things. One is, we have ample to take care of 
now. In other words, this is a very far-reaching operations task that 
we have, and the second is, there is a different approach when you were 
working with a country to build up their economy in the United 
States interests and their interests, in other words, our mutual in- 
terest in the building up of an economy, or an informational program 
that tries to reach them in relationship to United States objectives. 
I feel we have a better chance to do our job and they have a better 
chance to do their job by having these separate identities but both 
of us being under the clear mandate that we follow the policy guidance 
of the Secretary of State. 

Mr. Jupp. Do you feel the Information Service could be of greater 
value to you in making clear to the people what it is you are trying 
to do, or do you just depend upon the demonstration of what you do 
to tell its own story ? 

Mr. Strassen. We, in effect, furnish a lot of raw material for their 
informational activities, but that does not require, and, in fact, there 
are many reasons why they should not be under our direction, but 
rather, under their own direction. We furnish them information and 
they have representatives in our staff meetings, not only here, but in 
the countries. 

Mr. Voryrs. We have a limited number of copies of the draft legis- 
lation. I know the press is asking when copies can be seen by the 
press. What should I say? 

Mr. Strassen. It is up to the committee. 
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Mr. Vorys. When will there be enough copies? I am thinking ef 
this “Operation Ivy,” where the mishandling of a release caused ; 
lot of unnecessary trouble, and I don’t want that to happen with 
this. As I understand it, as far as you were concerned, this is avail 
able now for appropriate consultation with Congress. It is a ‘ee 
posal which—it says here, “It has not been possible to secure final 
interagency clearance” but that it is a tentative draft. 

As far as I am concerned, the one thing I don’t want to do is to 
have something that isn’t a secret become a secret, and have a ques 
tion of who made the leak or who got the beat on it, so T am wonder 
ing how we can say something about the time for release. I don’t 
think we should show it to favored members of the press, now, but 
is there a time when we can tell them that they can get copies up here! 

Mr. Srassen. When will these be mimeogr aphed ? 


STATEMENT OF MORRIS WOLF, GENERAL COUNSEL, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Worr. I would regret having these disseminated, because the 
Bureau of the Budget has not told us what changes are proposed by 
other eee, because there will undoubtedly be differences be- 
tween this bill and the final bill we will present, and I am afraid ii 
might lead to a good many misstatements if this bill went out, because 
it would not be the final form. I think it would be much better to 
keep it here until we have heard from all the executive departments 
through the Bureau of the Budget. 

Mr. Vorys. Are all the copies you brought down in this room, now, 
Mr. Crawford ? 

Mr. Crawrorp. No, sir; we haven't given this a security classifica 
tion, because this is the first I have heard it would be kept within the 
committee. I thought it would be available to the press today, too. 

Mr. Jupp. It hasn’t gone to the press? 

Mr. Crawrorp. No, sir; it has been in the room, and I don’t know 
whether any members who have been in the room took copies with 
them, because we didn’t give this a security classification. 

Mr. Jupp. Any change that is made, somebody will say, “Why was 
this done?” and there will be all kinds of stories around here. 

Mr. Vorys. On the other hand, it is most important—I have had 
some familiarity with this, but I don’t think many members of the 
committee have, it is most important—that this shouldn’t be considered 
a sacred document, where any change from “and” to “or” will be 
considered an administration defeat. 

It should be understood that this is a tentative draft that is being 
taken up with Congress. 

Is is agreed, then, that the tentative draft will not be released at 
present ? 

Now, I suggest that the committee adjourn and have an executive 
session this afternoon. We will not need the executive staff. This 
will be an executive session to discuss program and that sort of thing. 

Mr. Jupp. When, right now ? 

Mr. Vorys. At 4 o’elock this afternoon, we can come up from the 
floor, I hope. 

Is that agreeable? 
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Mr. Javirs. Mr. Chairman, I would suggest that you have the meet- 
ing during general debate. I think 4 o'clock would be right in the 
middle of the amendments. 

Mr. Vorys. All right, 2:30. Would that hit it? How much gen- 
eral debate will there be? 

Mr. Jupp. Two hours. 

Mr. Vorys. I think if we said 3 o’clock that would be safe, wouldn't 
it? If one man from the presentation staff could be available 

Mr. Srassen. Mr. Lloyd and Mr. Wolf could be available. 

Mr. Wolf has had extensive consultations with the counsel of the 
other principal departments, so while it isn’t all clear in the budget 
formal review with the other departments, it has been worked.up w ith 
all the other departments, so it is very close to what the executive 
department will finally recommend, and we assume there will be fur- 
ther adjustments and things to iron out as you move through the 
session. 

Mr. Vorys. I have just one idea, and that is that we don’t introduce 
this today. We have a working draft, no part of which is sacred, and 
on the other hand, it isn’t secret. 

(Discussion off the record.) 

Mr. Srassen. I might say that the stand that they have made at 
Dien Bien Phu isa classic stand. I think this can be said: Clearly, the 
Communists never opened that attack, except that they intended to 
take the place. In other words, they intended to spend whatever they 
needed in manpower to take Dien Bien Phu. They haven’t done it. 
There are now indications of a large movement of people of Viet Minh 
from the delta area toward Dien Bien Phu. Clearly, those forces were 
not calculated in the original battle plan. So that means the original 
battle plan of the Communists has been frustrated, has been stopped 
by this heroic stand in Dien Bien Phu. They are not trying to bring up 
some extra forces that they never thought they would need in their first 
battle plan, and, of course, there may well be other desperate fighting 
there, with no one being able to predict the outcome, before the heavy 
monsoons set in, but that heroism that has been demonstrated, and the 
fighting ability is something to note with some encouragement in a 
very black and difficult scene in south Asia. The details of the 
Navarre plan, please keep classified. 

Mr. Lanuam. Were there many Vietnamese troops in this fighting 
or were they mostly French and the Foreign Legion ? 

Mr. Srassen. They were all types. Vietnamese tribesmen who live 
in that area and the French regular forces, including the French 
Foreign Legionnaires, the French Algerian troops—there are all 
types of troops out there. 

Mr. Lannam. Were these native troops there in large numbers? 

Mr. Srassen. Yes. One thing that is developing is ‘that when the 
Vietnamese battalions get. enough training and good leadership, they 
are showing that they will fight and stand. 

Mr. Jupp. Mr. Chairman, I would like permission to have these 
figures put in the record at the appropriate place. Someone asked 
about the breakdown of aid to the three Assoc iated States. We got the 
figures out there. Viet-Nam received 77 percent, Cambodia 15 per- 
cent, and Laos 8 percent. Just for the record, if you can put it in in 
answer to Mr. Carnahan’s question. 

(Whereupon, at 12 noon, the committee adjourned, to reconvene at 
2:30 p.m. the same day.) 











THE MUTUAL SECURITY ACT OF 1954 


THURSDAY, APRIL 8, 1954 


House or RepresENTATIVES, 
CoMMITTEE ON ForeIGN AFFAIRS, 
Washington, D. C. 


The committee met, pursuant to adjournment, in room G-3, United 
States Capitol, at 10:10 a. m., Hon. John M. Vorys presiding. 

Mr. Vorys. The committee will come to order. 

We will begin with the examination of the program by areas. This 
morning, we will have first a statement from Mr. Ti acnien = 
Merchant, Assistant Secretary of State for European Affairs, Depart- 
ment of State. 

Mr. Merchant has explained in advance that he has other duties that 
will require him to leave immediately after his statement, but he will 
be available at any time after this morning for questioning. 

We will be glad to hear from you, Mr. Merchant. 


STATEMENT OF LIVINGSTON T. MERCHANT, ASSISTANT SECRETARY 
OF STATE FOR EUROPEAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Mercuant. Thank you, Mr. Chairman. 

Mr. Chairman, ladies and gentlemen of the committee, I am sure 
you don’t want me to trace ground that has been covered by earlier 
and more distinguished witnesses before this committee. 

I would, however, like to say a few words regarding the European 
section of this bill, and how the program proposed in that section 
supports our foreign policy with respect to Europe. 

There is no need to labor the point that a strong, free, and pros- 
perous Europe is vital to our own interests. Apart from the facts of 
geography and the deep, binding ties of a common civilization and 
culture, there are concentrated in Europe natural resources, productive 
plants, and above all, skilled, creative free peoples who, on our side, 
as they are, give to the United States and its other allies a preponder- 
ance of strength in relation to any potential aggressor. 

If, however, these great assets were lost to the free world, the 
balance would dangerously shift. 

Now, there is a potential aggressor, the Soviet Union and its captive 
states. It is heavily armed. Unlike ourselves, it never demobilized 
after victory in 1945. It has increased since then its military power 
in every form and field. It is not restrained in its decisions or actions 
by the force of public opinion, or the force of democratic institu- 
tions, or by the fundamental traditions and principles which are a 
part of our own history and culture. It is a ruthless dictatorship 
with power lodged in the hands of a few men—and its leaders have 
been trained to think in terms of what Lenin called “an entire historic 
era.” 

(87) 
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We, and our friends and allies in free Europe, understand this 
threat and its long-term nature. 

The Berlin Conference, which ended 6 or 7 weeks ago, demon 
strated that the purpose of the Soviet Union is unchanged. Germany 
and Austria were the true and proper subjects for discussion at Berlin. 
But the Soviets made clear at the Berlin Conference that there could 
be no unification for Germany, no peace treaty for Germany, except 
on Soviet terms, and the Soviet terms are the sovietization of the 
Federal Republic of Germany. 

They made equally clear that there can be no state treaty for Aus 
tria unless it be neutralized, and Soviet occupation forces remain 
there until there is a German peace treaty. 

In other words, the Soviets have made clear within the last 2 months 
that there can and will be no retreat of the Red Army from the terri- 
tories it has overrun, because it is on the intimidative power of that 
army that the satellite regimes rest, and Soviet control is maintained. 

Berlin is a divided city, and parenthetically, Mr. Chairman, there 
is in this bill provision for a moderate amount of assistance to the 
free people of West Berlin. To anyone, I think, who was at that 
Berlin conference in January and February of this year, the expe- 
rience of seeing what the Iron Curtain means in that city drove home 
the difference between the two worlds. The people on the western 
side of the dividing line looked relatively prosperous and well fed. 
‘They looked like freemen. Every time Secretary Dulles drove by 
a street corner, women and children would wave to him, with a courage 
and a friendliness which was obvious. And when one crossed over 
into the Soviet sector, one was impressed by the high proportion of 

cast German police, by the poverty-stricken appearance of the people 
on the street, and by the cowed expression on their faces and in their 
manner. 

Berlin is a divided city which typifies the chasm between these two 
worlds. 

Now, I have spoken of the enduring threat posed by the Soviet 
Union. It follows that this threat must be met not only by reso- 
lution, but by long-term planning on our part, and the part of our 
allies. The concept of the long pull—what a distinguished French- 
man has called the attainment of cruising speed for our defense 
plans—was first formally laid before our allies in the North Atlantic 
Treaty Organization last April by Secretary Dulles. 

It constituted a conclusion toward which many of our allies, them- 
selves, were upproaching. It involves acceptance of the fact that 
our defenses must rest on strong economies. It is encouraging to 
realize that in the past 12 months, the production of Western Europe 
is again on the rise, after a pause which followed the remarkable 
and extended recovery from the devastation of the last war, a recovery 
which was so noticeably contributed to by past aid programs of the 
United States. 

I believe, Mr. Chairman, that we can take satisfaction in the progress 
made in Europe during the past year. The North Atlantic Treaty 
ty eee of course, is a going concern, and in the last year it 

8 grown in strength, in quality, and in confidence. 

nrke Coal arid Steel Community, the organization which developed 

from the so-called Schuman plan, is likewise a going concern. This 
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is the first of what farsighted Europeans and we, ourselves, hope 
will be a series of organic developments binding France and Ger- 
many and their neighbors together in peaceful community. 

With respect to the European Defense Community, yesterday, the 
fourth of the six signatory members ratified the treaty. 

Mr. Vorys. Who was that? 

Mr. Mercuant. Luxembourg ratified yesterday by a vote of 46 to 
+, and the only votes in opposition were the 4 Communists. That, 
as you know, ‘completes the parliamentary action in that country 
since Luxembourg has just one legislature. 

France and Italy are both in the preparatory stages of parhia- 
mentary consideration. I, myself, believe that they, too, will join 
their four fellow signatories in ratification for the very good and 
simple reason that there is, indeed, no good alternative. Moreover, 
I believe that the movement toward community thinking and com- 
munity institutions in Western Europe is a powerful force. We are 
understandably impatient over delays, but in fairness to our friends, 
I do not think we should underestimate the momentous nature of 
the decisions which they have been taking and which they are now 
facing. 

I think, personally, that when the historians deal with the present 
period 100 years from now, they will look back on the 10 years that 
followed the Second W orld War in amazement at the revolutionary 
character of the thinking, of the vision of the European leaders and, 
in historical terms, the rapidity with which extraordinary political 
changes were made. 

In elections in Western European countries held during the past 
year, the domestic Communistic vote has shown, generally, a dition 
in strength, except in Italy, where the Communists and their fellow- 
traveling allies registered gains in certain parts of the country. 

Mr. Morano. Will you yield at that point, please, just very briefly ? 

The Communists declined in voting strength in Italy in the last 
two local elections. 

Mr. Mercuanr. That is right. I was speaking of national elections. 

Mr. Morano. Excuse me. 

Mr. Mercuantr. The government of Prime Minister Scelba is 
committed to a firm domestic program of dealing with the internal 
Communist threat 

Last year, after - considerable negotiation, we made certain agree- 
ments with Spain under which we are granted certain air and naval 
bases and facilities, although Spain is not a member of NATO and 
has much to offer the defenses of the West. In this program your 
committee is now considering, there is a provision for the continu: ition 
of certain economic and military assistance which was inaugurated 
last year. 

I would like to point out, Mr. Chairman, that in contrast to the 
programs of past years, Europe is no longer the area receiving the 
major portion of the assistance called for by the bill. 

The figure asked for in the bill under consideration is less than the 
amount appropriated a year ago by the Congress. Mutual defense 
support and nonmilitary items or form is eliminated for all NATO 
countries included in the European section of the bill. That does 
not include Greece, which appears in another section of the bill. 
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The total amount requested for Europe is $948 milhon. Of this. 
$603 million is for military equipment, $123 million is for our share 
of infrastructure. I am sure that this committee is one of the few 
small esoteric groups in the world who know what infrastructure 
means. 

Mr. Vorys. It lias been translated for us. 

Mr. Mercuanr. The balance is for special programs, such as Spain, 
to which I have referred, Yugoslavia, West Berlin, for special aid 
to the United Kingdom Air Force program, and for comparable 
special projects. 

I would also like to emphasize the importance of our offshore 
yrocurement programs in Europe. By purchasing for dollars in 
Sheets countries, certain military supplies which were included 
in the military assistance programs, we do two things. 

First and most important, we strengthen the production base in 
Europe in certain vital key industrial areas which produce munitions 
and other essential military supplies and items. 

Secondly, in the process, the dollars given in payment strengthen 
the foreign exchange position of the countries in which those con- 
tracts are let. 

Now, the fact that this program proposed for Europe calls for lesser 
amounts than last year does not, of course, mean that it is rapidly 
phasing out to zero. The long-term effort, which is required in re- 
sponse to the long-term threat which I have described, means we must 
contemplate continuing in the future a marginal element of support 
to our allies. 

The initial equipment buildup is approaching completion. There 
remain the problems of reserves, maintenance costs, obsolescence, and 
the continuing appraisal of the effect of new weapons in the develop- 
ment and maintenance of a modern defense. I think the committee 
can be assured that the administration’s requests will be based on care- 
ful long-term planning, up-to-date thinking, and economic adminis- 
tration of the program. 

In closing, Mr. Chairman, let me say that this program reflects, I 
believe, the facts of international life. The Soviet Empire is heavily 
armed and increasing its military strength. It seeks world domina- 
tion as its unchanging goal. The United States can only find sure 
security in a system of collective defense. 

Without our help, certain of our friends and Allies cannot provide 
the resources to support the military strength our common interest 
requires. 

The threat posed is not just for today, but over a long period. It is 
a military threat accompanied by a threat of subversion which thrives 
in poverty and despair. Therefore, we must so contrive our common 
aoe as to insure that they rest on stable and prosperous economies. 
It is to these purposes that the program is directed. 

I urge favorable action by the committee on this program. It will 
strengthen us by strengthening our friends. It contains no element 
of charity or handout, or giveaway. It represents the pursuit of our 
enlightened self-interest. 

Mr. Vorys. Thank you very much, Mr. Merchant. As we have 
arranged, we will be able to do without your valuable assistance in the 
question period at this time, as you will be available to us later. 





91 


We will now proceed with General Stewart, Maj. Gen. George C. 
Stewart, United States Army, Director of the Office of Military As- 
sistance of the Department of Defense. The military part is the 
largest part in the bill before us, and Europe still has the largest 
amount, although as Mr. Merchant has said, the total amount this 
year for the Far East and Pacific area exceeds the amount for Europe. 
While we take this up by areas, they are not watertight compartments. 

We will be interested in a bird’s eye view of the military assistance 
program, and [ understand General Stewart is prepared to give us 
that, now. 

We also have with us this morning Mr. Walter M. Ringer, the re- 
gional director of the Oftice of European Operations of the Foreign 
Operations Administration, who will be before the committee either 
later today or tomorrow. 

The House goes into session at 11 o’clock, and we are therefore not 
masters of our own fate for the whole morning. 

Mr. Rinoer. I will be available, Mr. Chairman, whenever you are 
ready. 

Mr. Vorys. This is the team that will present the European phase, 
and in order to get at the European phase, I think we will first have 
to take a bird’s-eye view of the mutual defense, or the military assist- 
ance program under General Stewart’s able direction. 

General Stewart, we are glad to have you with us, again. 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, USA, DIRECTOR, 
OFFICE OF MILITARY ASSISTANCE, DEPARTMENT OF DE- 
FENSE 


General Stewart. Mr. Chairman, ladies and gentlemen of the com- 
mittee, I am director of the Office of Military Assistance. This 
Office is a part of the Office of the Assistant Secretary of Defense for 
International Security Affairs. 

It is my duty to coordinate and supervise the mutual defense assist- 
ance program as developed and implemented by the Army, Navy, 
and Air Force, and I do that for the Assistant Secretary of Defense 
for International Security Affairs. 

Mr. Vorys. Who is that? 

General Stewart. That is Mr. Hensel at the present time, sir. 

We have assembled and printed a vast amount of detailed informa- 
tion in our preparation for the appearance before this and other 
committees. Generally, the information is broken down by geograph- 
ical areas and individual countries. We believe that the form in 
which the information has been assembled will enable us to provide 
the answers to questions which may be raised by the committee, and 
are prepared to discuss the mutual defense assistance program in any 
detail that you may desire. This information will include the pur- 
poses for which mutual defense assistance program funds have and 
will be used, and will comprise a full accounting of these funds. 

I believe it desirable in the interest of clarity to initiate my part 
of the Department of Defense testimony with a general statement in- 
tended to advise the committee of some new developments in the 
program, and to briefly refresh their memory on the procedure through 
which yearly programs are developed. 
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Mr. Chairman, I request the committee’s consent to proceed in this 
manner. 

Mr. Vorys. Proceed, General. 

General Stewart. The mutual defense assistance program is the 
military portion of the mutual security program. I believe this pro- 
gram has been, is today, and will be for some time to come, essentia] 
to the security of the United States. The United States, standing 
alone and without allies, does not possess the manpower, does not 
have access to raw materials, and does not occupy the geogranvhical 
areas required to defend herself against an all-out attack by Russia 
and her satellites. The security of the United States requires that 
she have friends and allies and that they be militarily and economi- 
cally strong. We actually have those friends and allies in many parts 
of the world. Unfortunately, these people cannot, due in varying de- 
grees to economic and other limitations, achieve their potential mili- 
tary strength without assistance in equipping, maintaining, and train- 
ing their military forces. The mutual defense assistance program 
provides the means through which the United States furnishes this 
vital supplementary assistance. 

With the end of World War ITI the victorious allies permitted the 
numerical strength of their armed forces to decrease, their training 
to deteriorate, and their equipping to lag behind technical develop 
ments. Then the free world awoke to the full realization of the 
menace and threat of Communist imperialism, backed by Soviet 
military power. The free nations found themselves unprepared to 
meet the military challenge of Russia and her satellites and began 
to rearm. 

All too soon, it became apparent that the war-shattered economies 
of many free nations could not fully support rearmament; most of 
them did not have the necessary industrial capacity to provide modern 
equipment in the quantities needed—only the United States had the 
industrial and economic strength required. Out of recognition of 
this situation grew what we now know as the mutual defense assistance 
program which commenced in 1949. Even before this, in 1947, 
we gave military assistance to Greece and Turkey. Today over 
40 countries, including those receiving reimbursable assistance, are 
participating in the mutual defense assistance program. 

The military strength that the several military assistance programs 
have fostered, nourished, and developed, together with the ever- 
increasing confidence and will to fight aggression engendered in our 
friends by their growing military strength, is highlighted by certain 
historical events of recent years. 

Threatened aggression against Turkey has not materialized. 

Armed aggression against Greece was decisively defeated. The 
military strength of Spain, Japan, and Yugoslavia—to mention a 
few countries of great importance to the defense of the free world— 
is now alined on the side of the United States and its friends; others 
are taking steps in this direction. 

Key forces of Latin American countries are being equipped and 
trained to assist in the defense of the Western Hemisphere. 

NATO nations have increased their military strength by at least 
threefold. ; 
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Other countries, such as Iran, the Philippines, and Thailand, have 
developed sufficient military strength to maintain internal order 
against subversive elements. 
~The armed forces of the Government of the Republic of China 
are approaching a status of equipment and training which provides 
a significant deterrent to any Chinese Communist intention to invade 
Taiwan. These forces, located as they are on the eastern flank of 
central China, act as a restraining influence against any aggressive 
designs of the Communist Chinese forces on the mainland. 

The French Union forces continue the fight in Indochina to pre- 
serve that area from Communist domination. The continuation of 
this struggle is possible only as a result of the assistance received 
from the United States. 

Each and all of these historical events have added to the security 
of the United States, and few, if any, of them would have turned in 
our favor had it not been for the military and moral strength growing 
out of the military assistance programs. 

Last year’s legislation contained certain provisions which required 
that we develop new programs and change some of our operational 
procedures. While I think it appropriate to mention them at this 
time, I shall present a detailed description of these new programs 
and new provedures later in the presentation. 

A mutual special weapons program, for which the Congress appro- 
priated $50 million, has been initiated. This program is being 
developed and implemented under the direction of the Assistant 
Secretary of Defense for Research and Development. 

There is also a facilities assistance program which we have funded 
at $47 million. This program is administered under the direction 
of the Assistant Secretary of Defense for International Security 
Affairs. 

Section 550 of the act concerning agricultural surplus and the 
Richards amendment in last year’s legislation have affected the admin- 
istration and procedures of the mutual defense assistance program. 

Section 550, which is being implemented under the supervision of 
the Director, Foreign Operations Administration, has had an effect 
on the mutual defense assistance program, in that some $174 million 
has been redirected from defense funds to carry out its provisions. 
The Department of Defense expects to recover approximately $75 
million of this loss in the form of local currency, and it intends to 
use this local currency in the payment of contracts for end items made 
outside of the United States. 

The Richards amendment, requiring that 50 percent of the materiel 
purchased with funds appropriated for title I countries be delivered 
either to EDC or EDC countries after the treaty comes into effect, 
has required that we develop two programs for all EDC countries, 
known as the “deliverable program” and the “undeliverable program” 
respectively. As of this date, the Richards amendment has caused 
no undue hardship in administration, but if it is continued indefinitely, 
and the treaty is not ratified by the participating countries, a critical 
storage and maintenance problem and a considerable complication of 
our administrative work could result. 


45700—54——7 
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The committee is well aware of the increased tempo of the fighting 
in Indochina and the requests for increased aid on the part of the 
French Union forces in that area. The mutual defense assistanc: 
program has financed these increased programs with military funds 
originally planned for other countries. 

The funding of these additional requirements has been, and will 
continue to be, over and above the $785 million provided as budget 
support to France in order that she might continue the war in Indo- 
china. Of this $785 million, $325 million was from mutual defense 
assistance program funds. 

The Congress last year appropriated $30 million for mutual defense 
assistance programs in the Middle East. Favorable developments in 
our relationships with Middle East countries during the past year 
have led to an executive-branch decision to request the reservation 
of $50 million additional for this vital area. The exact status of the 
programs in this area will be explained at a later hearing. 

I believe it appropriate to briefly review for the committee the 
procedures through which a yearly mutual defense assistance program 
is developed. This subject was covered in considerable detail last 
year, and at this time I intend only to refresh your memories in the 
essential steps of this procedure. 

(A group of charts on mutual defense assistance programs follow :) 


MUTUAL DEFENSE ASSISTANCE PROGRAM 


PRINCIPAL DUTIES OF SEC. OF DEFENSE 


Secretary of Defense shall have primary 
responsibility and authority for : 


. DETERMINATION OF MILITARY END ITEM REQUIREMENTS. 


. PROCUREMENT OF MILITARY EQUIPMENT IN A MANNER 
WHICH PERMITS ITS INTEGRATION WITH SERVICE PROGRAMS. 


. SUPERVISION OF END ITEM USE BY RECIPIENT COUNTRIES. 
SUPERVISION OF THE TRAINING OF FOREIGN MIL. PERSONNEL. 
. MOVEMENT AND DELIVERY OF MILITARY END ITEMS. 


. ESTABLISHMENT OF PRIORITIES IN PROCUREMENT, DELIVERY 
AND ALLOCATION OF MILITARY EQUIPMENT. 
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General Srewarr. If you will look at the first chart, it is taken from 
the law itself, and states what the duties of the Secretary of Defense 
are. Itis my job to see that he gets it done. 

It is our duty to arrive at the determination of the military end item 
require ments. 

It is our duty to take on the procurement of military equipment in a 
manner which permits its inert ation with the regular service 
programs, 

It is our duty to supervise the end use—the use of end items made 
by recipient countries; to supervise the training of foreign military 
personnel ; to make the necessary movement and deliveries of the mili- 
tary items themselves, and to establish priorities for procurement, 
delivery, and allocation of military equipment. 

Now, all of our work is involved in accomplishing those things. 

The second chart in the series before you, and now displ: ryed on the 
mantlepiece, is entitled, “MDAP, MAAG Locations,” and gives you 
an idea of the geographical location of this program. That map has 
circles around the | geographical areas as they are referred to in pre- 
vious legislation: Title I being the European area, title II the Middle 
East and Africa, title III the Far East and the Pacific, and title IV 
Central and South America. 

We now have 26 military assistance advisory groups out, as shown on 
this chart. We actually have programs moving in 27 countries. We 
double up on Luxembourg. ‘There are three other programs with 
which we are dealing but for which we do not yet have MAAG’s 
established in the recipient countries. 

Mr. Vorys. Will you once more spell out what “MAAG” means? 

General Srewarr. Yes, sir. “MAAG” is M-A-A-G, which is Mili- 
tary Assistance Advisory Group. It is a military group which we 
place in each country receiving grant military aid from the United 
States. 

All countries receiving grant aid—that is, where we actually give 
the items away—are also eligible to come to this country and, with the 
assistance of the military department, buy with their own money mili- 
tary equipment. When we do that, we call it reimbursable aid. That 
is, the country pays for it. 

Forty-six countries now participate in reimbursable aid. An addi- 
tional 13 countries have been declared eligible to come here and buy 
equipment, but have not yet participated. 

Now, the third chart is entitled “Organization for Military Assist- 
ance, North Atlantic Treaty Countries,” and is the organization avail- 
able to the Secretary of Defense to carry out his duties. 

Under the general direction and overall supervision of Governor 
Stassen, who is Director of the Foreign Operations Administration, 
shown on the chart in the left-hand side as “D/FOA,” all the foreign- 
aid programs are planned and implemented. I am concerned with 
the lower half, which deals with the military-aid programs. 

We have here in Washington the Office of the Secretary of Defense, 
the Office of the Joint Chiefs of Staff, and the three military depart- 
ments, all of whom are involved at some stage in this program. As 
we go out from Washington, we have certain regional headquarters. 
In the case of Europe, we » have he: adquarters under General Gruenther, 
actually run by his deputy—in other words, Commander in Chief, 
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United States Forces in Europe—and he has a staff sectien which 
administers and checks the programs of all the countries in NATO. 

We are right now developing—and we have it in partial operation- 

. similar arrangement where Commander in Chief, Pacific, located in 
Hawaii, will handle the programs of the Pacific, except Japan. Those 
countries having military assistance advisory groups which are not in 
those areas report directly into Washington. 

Now, with this arrangement in the office of the Commander in Chief 

nE urope, we are able to get liaison with SHAPE, with the North 

(tlantic Council, and with the United States representative in regional 
organizations, Ambassador Hughes. 

With this organization in the Commander in Chief's office in Europe, 
through that headquarters we are able to get a coordination through 
the United States representative, Ambassador Hughes, in Europe, 
with the orth Atlantic Council, and also with the American elements 
of SHAPE, and to a certain extent with the international staff, on 
those matters where we want to find out something. 

Mr. Vorys. Pardon me. You say General Gruenther, who is 
SHAPE Commander in Chief, is also commander of United States 
forces ? 

General Srrwarr. Yes, sir; he is the commander in chief of all 
United States forces in Europe. 

Now, in the countries themselves, you will note the military assist- 
ance advisory group isa part of the Ambassador’s team. This group 
working with the country itself, with the military officials of the 
country itself, develops and supervises the execution of the program 
in that country. That group is responsible to the Ambassador. They 
work in complete cooperation and liaison with the mission from the 
Foreign Operations Administration, and with the diplomatic part of 
the Ambassador’ steam. All of our decisions are coordinated, orig- 
inally, right in the country, and represent a country team decision. 

Mr. Fuuron. Mr. Chairman, could he read the chart under regional 
level, by spelling it out, rather than by initials, so that we could under- 
stand it better? 

General Stewart. Yes, sir. 

USCINCEUR is United States Commander in Chief, Europe. 

USRO (United States Regional Organization) is the Office of 
United States Representative in international organizations. 

Mr. Fuuron. That is Hughes? 

General Srrwarrt. Yes, sir. 

Mr. Fuuron. And United States Commander in Chief, Europe, is 
General Gruenther ? 

General Srewarr. Yes. 

Mr. Furton. If you will give us the heads of those, please. 

General Srewarr. Yes, sir. 

North Atlantic Council, of course, is the permanent representatives 
of the North Atlantic Treaty nations. I don’t know who each one of 
them is. 

Mr. Fuuron. They are the various officers in the North Atlantic 
Treaty Organization. 

General Srewarr. Yes, sir. 

And SHAPE, of course, is Supreme Headquarters, Allied Powers, 
Europe. 
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On the right, we have the advisory groups. 

This organization is repeated in other countries besides Europe, 
the only difference being that we don’t have this intermediate head- 
quarters except in the form of Commander in Chief, Pacific, for cer- 
tain Asiatic countries. We are strengthening that organization for 
a regional headquarters. 

Mr. Vorys. Of the 26 MAAG’s, how many are in Europe? 

General Srewarr. Ten, sir. 

Mr. Vorys. Ten out of the 26 are in Europe. 

General Srewarr. Yes, but 1 represents 2 countries, Belgium and 
Luxembourg. 

Mr. Morano. Each of those black spots represents a MAAG, do 
they, on the MDAP MAAG locations map ? 

General Svewart. Yes. 

Mr. Chairman, I would like to take just a few minutes on this next 
chart entitled “Department of Defense, Military Assistance Screening 
Process (NATO Countries)” because that is the heart of our pro- 
cedure, and unless that is understood many of the things as we go along 
will not be clear. 

This chart is intended to describe or assist in describing the pro- 
cedures by which we develop a program for an individual country. 
The procedure is the same except where the regional headquarters 
becomes involved. It is the same for all countries. 

We start each year—all programs are on fiscal yearly bases—with 
a force basis in each country toward which the United States will 
make contributions in the form of equipment and training. The 
forces toward which the United States will contribute are determined 
through a combination of events and facts. In the case of the NATO 
countries, it involves the NATO Annual Review, at which time and 
at which meeting the NATO countries formally and deliberately state 
the forces that they will raise and maintain during the next c: slant ar 
year and the forces they plan to raise and maintain for the 2 suc- 
ceeding years. This fact and certain economic and political factors 
are all considered by the Joint Chiefs of Staff, po each year the 
Joint Chiefs of Staff recommends to the Secretary of Defense the 
forces in each country toward which the United States should make 
contributions in the form of equipment and training. 

When that is approved by the Secretary of Defense, it becomes 
a basis upon which we operate. 

Now, to explain, and perhaps oversimplify, how we develop a pro- 

ram, I would like to take a theoretical country and a theoretical 
tn Let us say that we are dealing with country A and we are 
dealing with the Army program, only. Remember, we have an Army 
program, a Navy program, and an Air Force program. For the 
purpose of this explanation, we will deal only with a new force. 
That country has agreed that 2 years from now it will bring into 
being an additional infantry division, and make it available to Gen- 
eral Gruenther as a NATO unit. Our Joint Chiefs of Staff have 
recommended and the Secretary of Defense has approved, that the 
United States help the country in equipping that division. Now, how 
do we determine what items the United States will give that country ! 
In other words, how do we develop a program ¢ 
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We take the table of organization and equipment that the country 
uses for an infantry division. That table shows how many guns, 
how many trucks, how many radios, how many bazookas, how many 
machineguns it takes to equip that division. We make a list of those 
and we sit down with the army representatives of the country and 

say, “Now, what have you got to equip this division with?” And 

these countries lay on the t able what they have, their assets, what they 

have in stock, what they have under procurement, and what they 

plan to procure to equip this division. And they have always been 

quite frank with us. They have given us a very good picture and 

a very honest picture on that. 

We subtract what they have from the total requirement and we 
come up with a deficiency list. 

We do not provide all those deficiencies, because in addition to 
having forces that limit—in addition to having a force against which 
we will make contributions—we have criteria as to how much we 
will contribute, regardless of what the shortage is. 

The criteria which governs what we will contribute is also developed 
by the Joint Chiefs of Staff and approved by the Secretary of De- 
fense, or changed by him. 

Generally speaking, we will not provide clothing, medical sup- 
plies, or tenting; we will not provide anything we think that country 
can provide for itself. 

We are attempting in the case of European countries to reduce this 
list to831items. In other items we can’t reduce it that far. 

We have now got it down to about 100 items in the case of European 
countries. 

Mr. Morano. How high has it been ? 

General Srewarr. I would say it has been as high as 400 or 500, 
if you count all the items. We are trying to reduce it down to the 
things that they simply cannot at the present time get for themselves, 
no matter how willing they are. 

So this list is screened at the military assistance advisory group 
level to see that it complies with the criteria. 

It then goes to the regional level where it is again screened, and 
at that point certain additional information is available because at 
that area they know something about what can be procured in adjoin- 
ing countries, They know something about the capabilities of the 
country in connection with the exchange of local currency in that 
area. They reduce this list. It comes into, in this case, the Army 
here in W ashington, where it is priced out against the United States 
price list, and again screened, and then it comes up to my office where 
we review it. We take our cue from what happens to us up here 
and we put the Army or the Navy, or whoever it is, upon the spot; 
we have the comptrollers in, we invite the State Department and a 
representative of FOA in, and they sit with us. We go over it and 
we screen it. Finally, when we think it is what it should be, we send 
it to the Director, Foreign Operations Administration, and then we 
go over and defend it in front of the Bureau of the Budget. Finally 
it is presented to the President for inclusion in his annual budget, 
and the sum, the value of all the programs at that point determines 
the amount of money that we are permitted to ask for. We then take 
that amount of money, which is always less than we originally asked 
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for, and go back through this process and adjust our programs within 
the ceiling of the money that we are allowed to ask for. We have now 
reached the stage where we are up here with programs adjusted 
within the ceiling that the President permits us and we are defending 
those programs. 

When the Congress has appropriated what funds it will appropri- 
ate for the program, we have to go through the process for the third 
time and adjust the program of every country within the ceiling of 
the funds made available and it is only at that point that we can begin 
to implement the program. 

Now, that process is followed as conscientiously as it is within ou 
human capabilities to do so, with the factors that bear on us. I am sure 
we are not perfect but I also assure you that every effort is made to 
make this a program of real deficiencies and items that the countries 
themselves cannot provide. 

When we can’t meet all the deficiencies because of fund limitations— 
and we never can—we meet as many as we can with the funds made 
available. That is the way we develop a program. 

Mr. Vorys. General, before you pass that chart entitled “Military 
Assistance Screening Process,” the fact that the amount is smaller as it 
comes out of the congressional screen, is not intended to represent the 
coming year, or is that a historical chart ? 

General Srewarr. They will change that chart. 

Mr. Vorys. That is in proportion to expectations ? 

Mr. Fuxtron. Could we have an estimate of the percentage of reduc 
tion there on the chart? That is off the record. 

General Srewarr. I will be very happy, Mr. Chairman, to give 
you an indication of what happened this year. The original cost 
of the deficiencies submitted by the services to my oflice was $4.7 
billion. Now that was all the deficiencies against a total troop basis, 
and included.a thorough examination of reserves and equipment. We 
are now asking for $1.58 billion. 

Mr. Vorys. But that 4.7 on that chart. Where did that come in? 

General Stewart. It would come in right here where it says, “The 
OSD screen.” 

Mr. Morano. You are just talking about mutual defense assistance 
when you say you started with $4.7 billion. 

Mr. Vorys. That is the item that is $1.5 billion, now. 

General Stewart. Yes, sir. 

Mr. Morano. You have reduced it roughly 70 percent. 

General Stewart. Yes, sir. Now we reduced it considerably in my 
office and then it received further reductions later on. 

Mr. Merrow. Mr. Chairman, may I ask a question there? 

Mr. Vorys. Yes. 

Mr. Merrow. That is a sizable reduction. I just don’t understand 
how a request came to your office as high as that, if it had been care- 
fully screened before, and you could screen it more and come out with 
an effective force when it is finally brought into being. Perhaps I 
don’t understand the process. 

General Srewarr. I will be very happy to tell you why it was cut 
down. 

Mr. Merrow. I would like to hear that, because that is a large cut. 
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General Stewarr. We started out by putting no ceiling of any kind 
over the services, a monetary ceiling. We said, “Give us a list of 
every deficiency you have against this troop basis, including building 
up the ammunition to 90 days and the combat reserves and equipment 
to90 days. That was just a list of equipment. When we priced it out 
in the several services and added it together we had $4.7 billion. 

Now, in our review in the Secretary of Defense’s office, we went 
at it this way. We said, “This is fine. This shows us a picture of 
what we need if we wanted to complete this thing right now. But 
how much of this have you got in delivery, how fast are you delivering 
it, how much money do you have uns pent and how fast do you spend it, 
and how fast do you think you can spend it ?” 

We called in the Comptroller’s people, we had my people, and people 
from FOA. We sat down and tried to figure, as nearly as all these 
complicated factors will permit, how much money we should ask for 
in order to keep this program—that is the deliveries—moving at 
what we thought was the best rate that could be accomplished. 

We reached a figure that we thought was right. Then that went 
forward and we are now asking for $1.58 billion. 

Mr. Merrow. You feel you can produce t the same result with the 

1.58 that the people felt they could produce with the 4.7 when they 
presented it to you, is that it? 

General Srewarr. No, sir. If we wanted to come in here and ask 
the Congress to fund all of our requirements that are known, at this 
time, for all the forces we have in our troop bases, we would ask 
for 4.7. 

Mr. Vorys. When you use the word “fund” that means to appro- 
priate ? 

General Srewarr. Yes, sir; that is to have the money to buy the 
item that we know is needed. 

Mr. Vorys. But in this system, according to this chart, it is pretty 
much talking about stuff they need—the price tag is put on it in your 
office ? 

General Srewarr. That is right, at the Army, Navy, and Air Force 
level. 

Mr. Vorys. Up to then—— 

General Srewarr (interposing). It is items. 

Mr. Vorys. It is items? 

General Srewarr. Yes, sir. 

Mr. Vorys. Thank you. 

Mr. Fuuron. With regard to making up that figure. when you come 
up with $1.58 billion as the figure for fiscal year 1955, did you have 
in the computation of that figure, the complicated factors as you ex- 
plained them, of (1) Secretary Humphrey, and (2) the Congress, 
what it might allow? Were you anticipating what the public and 
the Treasury Department might say to you, or are these figures totally 
without that public factor, or the Treasury i in them ? 

General Stewart. The figures that I am presenting have absolutely 
no fat that we have put in them at any point to provide for reduction. 
To the best of our spilt we have none of that in there. 

Mr. Fuuron. So your justification is on the equipment and the needs 
and the deficiencies and has no relationship either to the Treasury 
or to the public acceptance that might be received through C ongress ¢ 

General Srewart. No, sir; mine does not. 
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Mr. Vorys. Mrs. Kelly-——— 

Mrs. Keuiy. Could I say that the requirement you have suggested 
to us is in line with what Mr. Merchant said before—the cruising 
speed? I believe he called it the cruising speed. 

General Srewarr. Yes, ma’am; that is correct. 

Mr. Morano. Mr. Chairman, may I[ ask one question / 

Mr. Vorys. Yes. 

Mr. Morano. General, on the second page of your statement at the 
top of the page you say: 

I believe this program has been, is today, and will be for sometime to come, 
essential to the security of the United States. 

Would you venture a guess as to how long it might be needed for 
the security of the United States, this program ? 

General Stewart. I would like to answer that in this way, sir—and 
I have to say there are always exceptions but I don’t want to clutter 
up my answer by a lot of minor exceptions. When we shall have 
delivered the equipment for which the Congress has already funded, 
we will, by and large, have made the initial contribution that we set 
out to make to help these people get equipped. Now, we don’t think 
there is going to be a major increase in the forces of our friends 
anywhere. We think they have just about reached the point at which 
they are going to level off. You have constantly recurring costs. 
The first one is—and it was included in the figure I just mentioned— 
to be an effective fighting force, there has to be some reserves of equip- 
ment, and considerable reserves of ammunition on hand. That is 
over and above what you gave to get the initial troops with guns on 
their shoulders and trucks to ride in, 

You’ve got the maintenance, the requirement for spare parts, which 
is a major cost, in a program. You have the fact that equipment 
wears out to a lesser extent, and applying particularly to the Air 
Forces, you have the fact that equipment becomes obsolete in a matter 
of a few years. 

Now, the extent to which this program will have to be extended into 
the future, it seems to me, is dependent upon how fast we can get these 
people where they can provide replacements, newer types as they need 
them—not all at once—and:how far we are going to help them on that, 
in order to see that what we helped build up in the first place, doesn’t 
fallapart. It isa major issue of the future. 

If we wanted to cut this thing off and say, “All right, we’ve helped 
you get armed here, and you have all the troops you are going to raise 
now, all the ships you are going to float and all the planes you are 
going to fly. We have helped you get this stuff and from now on, 
you are on your own,” I could predict that we could cut this off in a 
couple of years. But I don’t think that you are going to be able to 
do that, worldwide. And so I don’t know how many years you are 
going to have it. 

Mr. Vorys. An extremely interesting point. I wanted to say to 
the committee that is a straight quorum call. We are into some 
pretty interesting stuff. Would it be agreeable to the committee that 
the various members answer their names and we try to go straight 
through? Would that be agreeable with the committee ? 

Mrs. Ketiy. We have a vote right after this, Mr. Chairman. 
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Mr. Vorys. I think a limitation of time will be put on, so we will 
be apprised of when the vote comes up. 

I want to do whatever is agreeable with the committee. We also 
want to get on with what is to me an extremely interesting part of 
the program. 

Mr. Jackson. We can go dewn individually and come back. 

Mr. Vorys. Well, proceed, thon. 

This has all been interesting and we want to have full questioning 
and as much as possible in open session but on the other hand, under 
stand at any time you are at liberty to defer your answer to the 
executive session. Would you care to complete your presentation, | 
note that you have more charts here, before we start with questions? 

General Srewarr. I will do whatever you wish me to do, sir. 

Mr. Jackson. Mr. Chairman, as long as we are on that point, I 
would like to ask a question, because it deals with the previous question. 

Mr. Vorys. Surely. Whatever the committee wishes. 

Mr. Jackson. General, first of all, I should like to say that never 
since I have been a member of this committee have we been in posses- 
sion of the factual detail that has been made available to us this year 
and I think that everyone concerned merits a very “well done” on that 
fact, in itself. 

On this matter of when we may expect to look for the termination 
of this program—as you have said, gun barrels wear out, and spare 
parts are a constant headache, I imagine. What effort, if any, is 
being directed to the establishment of industry that will take care of 
supply for the future ? 

General Srewarr. We have three things we are doing that offer 
considerable hope for the future, in the line of getting us out from 
under this tax thing. We have found that the way to create a facility 
for providing spare parts for a piece of equipment is to build a piece 
of equipment, and then you automatically have the facilities to build 
the spare parts. We have found that when you try to set up the spare 
parts facility separate and distinct from the original production, yeu 
run inte a great many difficulties and you don’t get very far with it. 

We have used this OSP, the offshore procurement of items, to 
develop facilities, manufacturing installations, that can make equip- 
ment and having once made it, automatically can supply spare parts. 
That, if carried far enough, can eventually place these countries in a 
position to obtain spare parts with their own money. We are pushing 
them very strongly in that direction. 

I would like to say that one of the things we are doing is attempting 
to—we have to be a little guarded because we still want a military 
force that is effective, but in effect we say to a country each year, “You 
can buy this because we bought it last year over in the country next 
door to you. Therefore, we are not going to put it on your program.” 
That is one thing we are doing. Now, in doing that, as an indication 
of what we are accomplishing, the explosive and propellant capacity of 
Europe has, without us putting a mislead into it, except to buy a finished 
produet—be the customer of a finished product—increased 100 percent 
in the last 2 years. 

Mr. Jackson. Militarily or politically ? 

General Srrwart. I am speaking militarily, sir. 

Now, the facilities assistance program which will be presented to 
you in detail by Mr. Tracy Voorhees at another session, is intended to 
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and will increase that same capacity another 100 percent. I can’t tell 
you in open session what the capacity is. We are moving in this 
direction. We are increasing it through OSP, and through facilities 
assistance. 

The mutual special weapens program, which will be presented in 
detail by another witness, is intended to take advantage of the intel 
ligence, research, and discoveries of our friends in developing and 
prov.ding modern weapons. 

With regard to mutual special weapons, it is to keep things modern. 
“acilities assistance is to enlarge facilities where it is absolutely essen- 
tial and the offshore program is to get them elsewhere. 

We are trying to get out from under these things and still have an 
effective fighting force. 

I know of no other approach that offers that future. 

Mrs. Ketiy. General, to what degree do you have supervision over 
the offshore procurement ? 

General Stewart. We have the same responsibilities in the offshore 
procurement as if we make the contract in this country. 

Now, due to certain personnel limitations, and to the peculiar factors 
bearing on that particular type of procurement, I don’t want to mislead 
you by saying that we in all cases exercise the detailed supervision in 
the manufacture that we do in this country. 

For instance, if we are buying a 155 shell in France for France— 
you see, we are going to give it to France—we may make an arr ‘ange- 
ment with the French Government for them to make the inspection, 
since they are going to use the shell, and we don’t put in a big group 
of engineers to constantly check it. We check it for quality and 
quantity. 

Mrs. Ketry. In other words, you have no check on the employees 
involved in the making of that shell ? 

General Srewart. We do it this w ay. Before we place a contract 
in a foreign country—give me my organization chart again. [ Refer- 
ring to chart entitled “Organization for Military Assistance” :] 

We have a country team over here in every country. We have the 
diplomatic people, the military people and so forth. ‘One of our pro- 
curement people—who is not one of those people—goes into that 
country and before there is a contract, he is given advice by the people 
who stay in this country with the Ambassador at all times. We have 
a very close tie on that. 

Mrs. Ketiy. Thank you, General. 

Mr. Fuuron. Was the lack of supervision in Yugoslavia the reason 
for the failure of the first ammunition that you were having manu- 
factured there? 

General Stewart. I didn’t know it had failed, sir. I was not aware 
of that. 

Mr. Fuuton. I thought the shells just came out of the cannon and 
went, “pow,” and nothing else happened. 

General Srewart. I am caught completely by surprise, sir. I never 
heard of that. 

Mr. Fuxton. In answer to Mrs. Kelly’s question, you were inferring 
that where there were non-Communist employees in various countries, 
you would naturally favor those ? 

General Srewarr. Yes, sir. 
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Mr. Furron. But, of course, in a place like Yugoslavia where they 
are all Communists you would have 100 percent Communists to deal 
with in manufacturing this equipment. 

General Srewarr. We have included some offshore procurement in 
Yugoslavia at the present time, out of about $2.2 billion. 

Mr. Futon. In your screening as to the use of offshore procure- 
ment, did you screen it on the factor of whether that same procure 
ment could have been obtained from United States factories in areas 
which are called depressed areas, where the unemployment and the 
lavoffs are up over 5 percent of the total employable force? 

General Stewart. Mr. Fulton, in the previous years when this pro- 
cram was set up, in fiseal 1953 and 1954, the fact of unemployment in 
this country, while written into our policy statement, that it would 
be considered, never affected us. Now this year 

Mr. Futron. I have no criticism. I am asking at this point if a 
decision has been made. 

General Srewarr. On the 1954 funds that we set aside when we 
developed the offshore-procurement program, of that, very little has 
been obligated as of this minute. And, all these factors you speak 
of are under consideration as evidenced by an action of last week where 
we withdrew from our original offshore-procurement program, $27 
million worth of ships and we are going to build those ships in the 
United States instead of offshore. 

Mr. Fuxron. That is fine. 

General Stewart. It is being considered. I don’t know what the 
final result will be but it is being considered at every stage. 

Mr. Futron. Could I have an assurance on this—and this is only 
on rumor—that there are rumors that there is about $800 million 
worth of contracts to be let on various types of procurement in these 
programs abroad, and could we have your assurance that the factor 
of the depressed areas of the United States and employment in those 
areas, Will be taken into consideration at the time of committing our- 
selves and obligating ourselves on these contracts ? 

General Stewart. I can assure you that it is being done at the 
present time. 

Mr. Vorys. And will continue to be. 

General Srewarr. Yes, sir, and Mr. Tracy Voorhees, who is the 
Secretary of Defense’s personal representative regarding offshore pro- 
curement in Europe, will come up next week or whenever you want 
him and give you a presentation on this, and he is the policy repre- 
sentative on it and he is much better qualified to talk about it than 
I am. 

Mr. Vorys. I was just going to say, Mr. Fulton, that Mr. Lloyd 
suggested that Mr. Voorhees would be available next Monday to go 
into offshore procurement. I think it was well to go over it once 
over lightly today but 

Mr. Fuuron. 1 want the screening processes, that is what we are 
after. 

Mr. Vorys. But in view of what we have so far, and in view of 
the fact that we are going to go into that Monday, I think it 

Mr. Futon. I am through. 

Mr. Vorys. I think it is very good; what you have said has been 
interesting and reassuring. 
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Mr. Furron. Could I ask for later amplification of the chart before 
Igo. You have the various levels on your chart of military assistance 
screening process. You have given us two levels. You have given 
us the amount, value, or price at $4.7 billion, and then you gave us 
the $1.58 billion ink 

Could you go back to each one of these levels that you show o) 
your chart, right down to the congressional screen, and give us the 
pricing at eac h of those levels to show us what the se: aling has been, 
starting from the original? Not at this particular moment. 

Mr. Vorys. Mr. Merrow, did you have a question at this time ‘ 

Mr. Merrow. | have in just a moment, Mr. Chairman. 

Mr. Vorys. This is all very interesting and as you can see, we have 
a number of questions. I wonder whether you would care to proceed 
with your description of these other matters, or possibly wait a few 
minutes until we have a little larger attendance. 

Meanwhile, I want to ask you about this: Last year the Defense 
Department said they were going to spend $5 billion for fiscal yea 
1954, and that they were going to spend in 1953, $3.8 billion. 

Now, I don’t know how far it is cleared, the further figures, but the 
other day Mr. Stassen said that the Defense Department would spend 
$3.6 billion. They had spent $1.8 billion from June to January, of 
fiscal year 1954, that is from June 30, 1953, to January 31, 1954, and 
that they contemplated spending $5.6 billion up to June 30, 1954, for 
the total year. 

That would appear to be a short fall, 1 think you would call it, « 
about $1.4 billion. 

Would you care to correct my figures if I am wrong, and comment 
on them if I am right ? 

General Srewarr. I don’t have the exact figures in front of me but 
your general thought and statement is absolutely correct, sir. We 
have not spent at the rate we told you we were going to spend. We 
have fallen considerably short of it. That has been one of the factors 
affecting the size of this request, and I think your figures are correct, 
sir. I haven't got them in front of me but I am sure they are the 
correct figures. 

Mr. Vorys. Now, that has to do with what I know Mr. Fulton has 
in niindsSond I regret that he is not here, but he will no doubt come 
back to this—that in previous years we have had, on the basis of long 
lead and short fall, we have had an anticipation by the Defense De- 
partment of what they were going to do, every year, on which our 
authorizations and appropriations “have been based, and we have had 
a short fall every year since fiscal year 1950, when the program started. 

Is that standard operating procedure? 

I know some of the members of the committee feel that you can draw 
such reliable charts on a comparison between what is proposed and 
then what happened, that Congress is justified in using that as a guide 
in authorization and appropriation. 

General Srewarr. I can assure you, sir, to the effect that my office 
effected the reduction in funds requested, the rate of expenditures was 
one of the major factors that enforced our judgment. 

I believe the figure given by Governor Stassen is very close to what 
we will do. So far as I know, that is based on the rate we have 
already accomplished this year. That is just about what we figured. 
[t. is between 3.5 and 3.6 as what we think we will spend, 
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Mr. Vorys. We have also been told that the unobligated balance of 
presently-appropriated funds will be about $1.7 billion, of which it 
would appear that the major part is in the Department of Defense, 
and the question has come up as to whether, in view of that, the Con- 
gress would payee in making a reduction in authorization or 
appropriation of that size. You can see that instantly that question 
would come up. 

I wonder if you would care to comment on that. 

General Srewart. Yes, sir; I would like to. 

I would like to start off by saying (1) that whether the money 1s 
obligated or unobligated, I can assure you that it represents a require- 
ment that we have established. Whether or not we have gotten 
through the process of obligating it or not. Now, why are we going 
to end up this fiscal year with approximately $1.6 billion unobligated ¢ 
There are a great many factors bearing on our ability to get our work 
done. I would like to point out 2 or 3 of them. 

If you will recall in my efforts to describe how we develop a pro- 
gram, I spoke of the NATO annual review, at which time the various 
countries put their hands on their heart and say how many troops 
they are going to raise. The NATO annual review for 1953. 

Mr. Vorys. Fiscal ? 

General Srewarr. 1952, calendar year 1952—didn’t take place or 
wasn’t completed until April 1953. And the NATO annual review 
m calendar 1953, which gave us a firm figure on calendar year 1954, 
and a tenative figure on 1955-56, didn’t take place until late December 
1953. 

Mr. Vorys. That is last December ? 

General Stewart. Yes, sir, last December. 

Now, I also said we conscientiously tried to carry out these pro- 
cedures. Each of those has required an adjustment in our programs 
to make them balance against what these countries are going to have. 

We have also had, as I said in my opening statement, due to the 
march of world events, and in a manner prescribed by the Congress, 
to take some of the money originally appropriated for the support of 
the military program and use it for some other purpose—Indochina 
being the outstanding example. That has required us to readjust the 
program we ended up with last August. And the mechanics of doing 
these things—and I might say the business look that is being taken 
at the expenditure of funds doesn’t make it very easy to get your hands 
on a dollar. When I get through proving to this committee I need 
a dollar, I have to prove it to about six other people after you appro 
priate it before I get it. 

Well, these things have all added up to an administrative slowdown, 
and a push back. It is only when we finally get a finalized list of 
items to be bought that the poor procurement officer can go out and 
make a contract. 

Those are the major reasons that we are slow in making our con 
tracts. 

Now, there are some items, and they are not very large moneywise, 
that you never can get contracted for at the end of a fiscal year. They 
are such things as engineering changes that you have to reserve the 
money for, in the building of boats and aircraft. A certain type of 

items like tools and test equipment that run into absolutely thousands 
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of individual items that you can’t go out and contract for like you 
can forend items. You kind of have to get in a certain amount a year 
oul then requisition them and pay for them as you get them. Spare 
parts fall into that category. 

Now, those are the reasons that we are going to end up with a 
substantial sum cosiiacebal. 

sut the money represents a real requirement and the fact that it is 
not all obligated represents the human limitations we have when the 
factors I have just indicated bear on us. 

Mr. Vorys. Now, isn’t this true that since this program was pre- 
sented here you have substantially arrived at a new definition or limita- 
tion on obligations, in that there are limitations in the Defense Depart- 
ment on future obligations. 

General Stewart. Very definitely so. 

Mr. Vorys. I just know something about a 60-day limit as opposed 
toa much longer limit before. 

As I understand it, from a practical standpoint you can’t have a 
mere paper obligation any more. Am I right or wrong about that? 

General Srewarr. You are absolutely correct, sir. 

In previous years it was the custom and the approved custom until 
the General Accounting Office changed it, to send an approved pro- 
gram of military equipment down to the procurement offices, like the 
ordnance people, and if they intended to fill certain of those require- 
ments out of their stocks, they entered an obligation on their books 
and the money was obligated. ; am not a technician, and I may 
make some minor technical error, but I can describe what we now do: 
Nowadays, we can’t obligate a nickel for something coming out of stock 
until 60 days before they give it tous. Now, that is er “ating a number 
of hardships, because under the present condition, for example, the 
Army could take the money where a piece of equipment was to be 
rehabilitated, they could take the money, pay for the rehabilitation and 
then deliver the item. Now, unless we can get it worked around some 
other way, legally and properly, they must ‘finance the rehabilitation 
of that from their own funds and then we pay them from the end item. 
Well, that means that on your books you haven’t got any money 
obligated. 

Mrs. Bourton. Who made that change ? 

General Srewarr. It is part of the GAO ruling. As I say, I am 
not a technician on this, now, but that is a fair description of what is 
happening. Those things have created lack of obligation. 

Mr. Vorys. It would be fine if we could just recover $1.6 billion, 
but if it is an illusory balance insofar as it is something you need to 
keep the flow going, we don’t want to kid ourselves. 

Mr. Jackson. Actually, then, it is a misnomer to call it an unobli- 
gated balance. 

Mr. Vorys. No, it isn’t. I happen to approve of what the GAO is 
doing. 

Mr. Jackson. As I understand it, you can’t set down the demands 
by chapter and verse, although you know that they will present 

themselves and must be met at a future date. 

General Srewarr. We can set them down chapter and verse as to 
what they are going to be but we haven’t gone through the admin- 
istrative process sof obligating the demands. 
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Mr. Jackson. I should like to see the demands, or for what you know 
you will be required to spend the money. 

General Srewarr. I have them right here in these various charts, 
sir. 
Mr. Vorys. At that point, and without going into the details of this 
book, which is secret, we haven’t had a chance to study it com- 
pletely—— 

General Stewart. The worldwide chart, sir, J think is not secret, 
that you have been trying to get to. 

Mr. Vorys. Let’s get to that, right now. 

Mrs. Bouron. That isin your manuscript ? 

General Stewart. That is right. Let us use the last one since we 
are on that subject. It is entitled, “Department of Defense, MDAP, 
Worldwide Quantity of Selected Major Items and Values,” 
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Mr. Chairman, this chart—and it is one of the few charts we can 
properly put out unclassified—is intended to show you in terms of 
the major categories of items—Army, Navy, and Air Force—what 
we have already shipped to recipient countries that was contained in 
the fiscal 1950 through fiscal 1954 program; what items remain in 
those same programs to be shipped, and the value. 

No, it is the items that remain to be shipped. 

In the second column under fiscal 1954, we show what was con- 
tained in the 1954 program alone because last year evidently every 
body was interested in the preceding year. And in the right-hand 
column we show the qui untities of items and their value that we pro- 
pose to put in the 1955 program. So while this, of course, is an a 
viated chart, we show in there, in the unshipped and in the 1955 
program, those things covered by the unshipped and unobligated 
funds in the 1954. That wouldn’t apply to the 1955. 

Then, we break it down specifically and you will be given that 
detail. But this is an indication. When you show what hasn’t been 
shipped that generally represents what hasn’t been spent although 
some of it is obligated. We follow this line and I think we have a 
picture that will tell you almost anything. 

Now, this is a worldwide picture. The little table down in the 
lower left-hand corner is simply the statistician’s addition, to make 
this table correspond with some others. As you will remember, it 
is difficult to depend upon what you are talking about and it is not 
necessarily germane to what I have just said but it is a necessary 
mathematical calculation. 

Mr. Vorys. I have one question there: This says up above, “Quan- 
tity of Selected Major Items and Values.” That would indicate that 
some things are left out. Does that mean that in the proposed fiscal 
year 1955, “this i is about a third ? 

General Stewart. No, sir, the money values of the whole thing— 
you will find in eac h service you will see “All others.” Obviously in 
a chart we couldn’t list all items. The money value is the total. 

Mr. Voryrs. But the total materiel program, $486 million, up at 
the top of fiscal year 1955 

General Stewart. That is just the Army, sir. The total materiel 
and training program comes to $1.1 billion worldwide. 

Mr. Vorys. Then, this chart adds up to $1.1 billion. 

General Stewart. I don’t think the training will be on this chart. 
This will be the materiel. The materiel for the Army, Navy, and 
Air Force, this will be the total request we are making for materiel 
this year. 

Mr. Vorys. And it is about $1.1 billion. 

General Stewart. Y es, sir; materiel and training run to $1.1 billion. 

Mr. Vorys. If there is a total on this page, I haven’t aught it, yet, 
of the Army, Navy, Air Force. 

General Srewarr. It is not on that page, sir. 

Now, if you will go back to the other page, the chart ahead of this 
entitled, “Departme nt of Defense, MDAP, Summary of Military 
Assistance Programs and Progress (Millions of Dollars) Worldwide,” 
it is shown there. 

Now, the materiel alone for this year is $1,069.2 million, that we 
are asking for. 

Mr. Jackson. I am sorry, General. Where do you find that? 
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General Srewarr. Look under fiscal year 1955, sir, opposite the 
entry, “Equipment and supplies.” 

Mr. Jackson. Yes, I see it now. Thank you. 

General Srewarr. Now, the other materiel charges—I am sure you 
will want to know what that is—there are certain materiel ch: arges 
that you can’t deliver: Rehabilitation of a vehicle, for example. How- 
ever, you have to show it to account for your money but you don’t 
actually deliver it as an end item, you see. It is a materiel charge. 
That is the next item, there. 

Mr. Vorys. I can’t figure that one because you go to $2 billion, if 
you add “Equipment, supplies and other materiel charges.’ 

General Stewart. No, sir, that is part of the figure above it. It has 
a double bracket around it. 

We had quite a time trying to figure out how to do that and not be 
too confusing. It is bad enough in any way we do it. 

Mr. Vorys. I still don’t understand it. If the first bracket includes 
the second bracket, then you’ve only got about $23 million worth of— 

based on what you just said—only about $23 million worth of new 
stuff, and I know I am wrong on that. Do you see my point? 

General Stewart. Yes, sir. 

I would like to have one of the fiscal people explain it. It is all 
right, I know. 


STATEMENT OF JOHN E. MURPHY, CONTROLLER, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Murrny. Generally speaking when you encounter bracketed 
figures it means such figures are included in the unbracketed figure 
immediately above. Now in this instance the figure for materiel is 
$1,069.2 million and it includes “Equipment and supplies”—$1,046.2 
million and also “Other materiel charges”—$22.6 million. These lat- 
ter two items are enclosed in double brackets to indicate that they 
should be completely omitted when computing a total since they are 
in the subtotal of $1,069.2 million. 

General Srewart. The training figure is 78.4, worldwide. 

Mr. Vorys. That is down, isn’t it 

General Stewart. Yes, sir. Except for some of our newer friends, 
we feel we have almost completed the training program. We never 
intended to do anything more than train enough of them so they could 
start their own schools. 

Mr. Vorys. Would you care to comment on possibilities in Indo- 
china, at this time, or shall we defer that? 

General Stewart. I would rather defer that, sir. 

The “Other,” with an “A” after it, is the charges for packing, 
handling, crating, and transportation, and I would like to point out 
to the committee that the charges—what we asked for for that purpose 
does not bear any particular relation to the value of the total fund 
we ask for the year, because it is concerned with shipping and packing 
in previous years, of equipment purchased with previous years’ appro- 
priations. 

Mr. Morano. Mr. Chairman, on that same chart, I see that we 
provided last year for $50 million for special weapons. 

General Stewart. Yes, sir. 
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Mr. Morano. According to this chart, you expect to expend the 
entire $50 million by the end of the fiscal year June 30. Is that 
right ? 

General Srewarr. That is what we expected at the time we made 
this chart, sir. 

Mr. Morano. I was going to follow up with the next question, but 
L0 ahead. 

General Srewarr. We don’t know at the present time exactly how 
much of that money we will have obligated. Mr. Voorhees, when 
he comes up, will discuss that program. 

Mr. Morano. Mr. Voorhees, did you say ¢ 

General Srewarr. Yes, sir, Mr. Tracy Voorhees. This was our 
best estimate when we had to go to press, as to what we would need 
to continue that program next year. 

Mr. Morano. So that you haven’t obligated it—— 

General Srewart (interposing). No, sir, it is not all obligated at 
this minute. 

Mr. Morano. Based on the fact that you have to obligate the $50 
million, you were going to ask us for more for special weapons in 
L955. 

General Srewarr. We are. 

Mr. Morano. Based on the fact that you don’t know—well, do you 
know how much you have unobligated, now ? 

General Srewarr. At this minute, sir, I don’t know. That is a 
special program, and under the Assistant Secretary for Research and 
I) velopment, and they will be up here to talk to you about it. 

Mr. Morano. You don’t know whether there is a possibility that 
they might reduce the request from $27 million. 

General Srewarr. I am informed that the unobligated forecast as 
of June 30, 1954, is about $27 million at this time, of the $50 million. 

Mr. Morano. With the additional $27 million you have asked, you 
will have $54 million for special weapons. 

General Srewart. As of this minute; yes, sir. 

Mr. Morano. Can you tell us what the nature of the obligations 
are, and what you spend that money for?. Is it just research and 
development, or is it something concrete in the matter of production 
of special weapons? 

General Srewarr. It is a classified matter, sir, in detail. I can 
give you a general picture without going into details. I actually 
don’t know. 

Mr. Morano. Of course, we don’t want to hear about any classified 
matters here in open session. 

General Srewart. It is an effort to encourage and assist our friends 
in bringing forward some of their recent dev elopments i in order that 
we can all take advantage of their scientific brains and in order that 
we can assist them in keeping their army modern in the future. 

Now, these things are concerned with detailed, specific problems 
which will be presented to you in closed session by the people who 
develop them. 

Mr. Morano. You are saying you are spending some of this money 
in foreign countries, countries who are our allies, in conjunction with 
development and research on their own military weapons ? 

General Srewarr. That is correct, sir. 
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Mr. Morano. Now, if I may, Mr. Chairman, just return to this 
statement of this morning, at the top of page 4, General, you say : 


The armed forces of the Government of the Republic of China are approaching 
a status of equipment and training which provide a significant deterrent to any 
Chinese Communist intention to invade Taiwan. 

General Stewart. That is Formosa. 

Mr. Morano. Can you tell us what the status of the Republic of 
China forces on Formosa now are, and what they would be able to 
do in the event of an emergency which would require them to make 
some attempt to get a footing on the mainland? 

General Srewarr. Yes, sir; I could give you the United States 
official estimate of their ability, but it is a top-secret matter, and I 
cannot give it in open session, 

Mr. Morano. Will you remember that, perhaps? 

General Stewart. I have it in my briefcase at this minute. 

Mr. Morano. There is another question, if I may proceed, Mr. 
Chairman. 

Mr. Vorys. Go right ahead. 

Mr. Morano. You made a statement about offshore procurement. 

Mr. Vorys. I might say on that—I think while you were momen- 
tarily out of the room—we were informed that that is going to be 
presented fully, probably on Monday. 

Mr. Morano. How much is in the bill for it, and so forth? 

Mr. Vorys. We will have the whole analysis of offshore procure- 
ment and the protection of American depressed areas, and so forth. 

Mr. Morano. And a broadening of the base as proposed by Mr. 
Jackson ¢ 

Mr. Vorys. Yes. 

Mr. Morano. Then I have just one more question and I will be 
through. 

I see you make mention, on page 5, of the Richards amendment. 
You state what you have as a deliverable program, and then you state 
what you have as an undeliverable program. In other words, I as- 
sume there that the Richards amendment is now beginning to pinch— 
I mean, we have approached a point where the delivery is going to be 
withheld from these countries that failed to ratify EDC; is that 
correct ¢ 

General Stewart. That is correct, sir, but as I say in my statement, 
we have not yet really been embarrassed by it. 

Mr. Morano. Let me put it this way: Have you reached a point 
where you might become embarrassed ? 

General Stewart. No. 

Mr. Morano. By a failure to deliver? 

General Stewart. No, sir. 

Mr. Morano. Do you expect to reach such a point soon? 

General Stewart. Yes, sir; before the end of this calendar year we 
will get into some difficulty on ammunition. 

Mr. Morano. Did you want to interrupt, Mr. Chairman? 

Mr. Vorys. General, it has been fine that we could go this far in 
open session, but it seems to me we are getting to the place where per- 
haps we should proceed in executive session. 

Mr. Morano. I just raised it because he mentioned it in his open 
statement, and I thought perhaps that is proper. 
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Mr. Vorys. It is perfectly proper to raise the questions, but it look 
to me like we should spend some time in executive session getting th 
answers to some of the questions you just raised. 

Mr. Morano. May I be permitted to ask him his feeling on the 
Richards amendment ? 

Mr. Vorys. Oh, sure. 

Mr. Morano. Very well, then, I will be through. 

Would you care to state your feeling or make any comment abou 
whether or not the Richards amendment should be reenacted in con- 
nection with this legislation ? 

General Srewarr. I speak as the man who tries to run this program. 
I speak as the man who tries to administer this program. From that 
level, I wish we didn’t have it. 

Mr. Morano. Well, that is what I wanted to know, Thank you 
very much, 

Mr. Vorys. Mr. Jackson. 

Mr. Jackson. Mr. Chairman, the sum of $227.6 million, is that 
shipping and packaging ¢ 

General Srewarr. That is packing, handling, crating, and shipping. 

Mr. Jackson. On that particular “point—and this may be somewhat 
out of your sphere of jurisdiction—do you know whether or not there 
is being maintained a continuing study of packaging for the armed 
services ? 

General Stewart. I do not know that, sir. Ithink there is. There 
was one during the war, but I have no reason to know that that is 
being done now. 

Mr. Vorys. I can answer that. At the Army General Depot just 
outside of the center of the universe, Columbus, Ohio, the largest 
Army depot in the world, there is a continuing study of packaging 
going on which I have witnessed. How successful it is, I am unable 
to testify. 

Mr. Jackson. I bring this point up at this time because I have a 
manufacturer at home who manufactures a chain saw. The military 
specifications required for packing the saw requires that it be com- 
pletely assembled and put into a box about 8 feet long. An idiot could 
assemble itin 5 minutes. The effect of that requirement is that crating 
and packaging of the item amounts to almost 20 percent of the cost 
of the saw. Now, it doesn’t make any difference, I can understand 
where special packaging requirements are necessary for tropic ship- 
ment or something of that sort, but this particular item—as of the 
last time I heard anything on it—whether it was going to Korea or 
to Turkey or where it was going, the packaging requirements were 
exactly the same. 

I can’t say that this is still continuing. I haven’t heard anything 
about it for the past few months, but I wonder whether or not some- 
thing is being done toward cutting down what must be considered to 
be a tremendcus waste of money in packaging. 

General Srewarrt. I am not qualified to answer that. 

Mr. Jackson. I realize this is outside your sphere. 

Mr. Vorys. It is not outside the purview of inquiry of this com- 
mittee, and I think we will ask the General to have a report for us, not 
this morning, but during these hearings, on packaging, because I know 
that some of the packaging out there is nonsensical. Some of it is 
good and some is not. 
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(The following information has been supplied for the record by 
the Department of Defense :) 


The three military departments have established offices at Washington level 
with primary responsibility for providing overall guidance to the services 
concerning packing and packaging of military items. At the field level, offices 
have been established (such as the one at Rossford Ordnance Depot, Toledo, 
Ohio) for the continuous review and study of methods and practices of packing. 
These field offices work closely with industry in developing standard specifica- 
tions to be used by all manufacturers of military equipment. These specifica- 
tions are written into and become a part of procurement contracts. In conduct- 
ing a continuous review of the effectiveness and economy of packing and 
packaging under established specifications, the field offices send teams into 
overseas commands to check on condition of materiel as it is received and after 
it reaches ultimate user. In addition regular reports* are required from 
receiving troops concerning condition of materiel received and the effectiveness 
of the packing to withstand normal handling and storage to which the materiel 
is subjected. These offices are just as interested in detecting overpacking us 
they are in detecting underpacking. 

As a matter of normal practice, regular commercial packing is utilized when 
materiel is to be shipped to troops located within the continental United States. 
However, when materiel is destined for overseas shipment many factors must 
be considered such as weight, size, shape, method of shipment, fragility, storage, 
climatic conditions, as well as economy. 

To the services, overpacking is a waste of money, manpower, and materials, 
while underpacking to the point that materiel may not be usable when required 
may result in decisions being taken on the basis of logistie capability which 
is not in fact available. 

The goal and purpose of the packing and packaging program is to provide 
adequate protection, in the most economical manner, to enable military equip- 
ment to be shipped to using troops and be in usable condition when required. 


Mr. Javits. I have one question I want to ask the general, but if 
the chairman prefers to have it answered later, I will wait. 

Mr. Vorys. We do have some matters to cover in executive session. 
Is it a question that you would prefer to ask in open session ¢ 

Mr. Javrrs. I think perhaps the general and the chairman would 
prefer to see it answered in open session, if it hasn’t been asked before. 

Mr. Vorys. Go ahead. 

Mr. Javrrs. Does any of this program come under the heading of 
the “New Look” in defense, is it going along as it was before the 
administration offered the so-called New Look defense approach ? 

General Stewart. I would like to answer that this way: Whatever 
effect the New Look has on this program comes into it through the 
forces that are approved for us to assist. We don’t take the program, 
here, and make a judgment that the New Look has changed the num- 
ber of rifles. If, in developing the force lists, the reviews made by 
General Gruenther and his staff, if the New Look changes the forces 
and the types of forces, then it is reflected in our program. 

Mr. Javirs. Has this actually occurred as an end fact or can’t you 
answer that question ? 

General Srewart. At the present moment, I would say that it 
has not yet affected this program. 

Mr. Jackson. Would the gentleman yield on that point? 

Mr. Javirs. Yes. 

Mr. Jackson. Perhaps this is a question that would more properly 
be answered in executive session, though I think it is interesting. 
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What we know of as the New Look stresses the retaliatory power, 
the instantaneous power to retaliate effectively. Is that reflected to 
any extent in, let us say, the aircraft procurement in the new request ? 

General Stewart. No, sir; I don’t think that has affected the air- 
craft program. 

Mr. Jackson. That, it seems to me, would be the first place where 
you would get reflection of any effect of the New Look upon this 
program. 

Mr. Javirs. Apparently the general’s answer is that though the 
New Look may be present in our regular domestic defense program, 
it is not yet, as far as the general can see, a factor in the mutual 
assistance program. 

General Stewart. The way it would come into this is in the forces 
we are assisting rather than us making a judgment on something 
that exists. 

Mr. Javirs. Thank you, General. Thank you, Mr. Chairman. 

Mr. Vorys. We will proceed in executive session. 

Mr. Javits. Mr. Chairman, may I suggest that on the floor there 
is an imminent vote on a rather difficult amendment and if the com- 
mittee could possibly accommodate its schedule with that, I think it 
would help get a better attendence. 

Mr. Vorys. Do you mean you think we should suspend for the day ? 

Mr. Javits. Well, not for the day, but perhaps until a little | ater, 
This amendment will be voted on in an hour or so at the most. 

Mr. Jackson. I have a commitment that is going to take me away 
for about an hour, in any event, Mr. Chairman. 

Mr. Vorys. I think we will simply have to say that we will pro 
ceed in executive session at 10 o’clock tomorrow morning. There are 
some matters that ought to be taken up promptly, but “perhaps they 
can wait until 10 o’clock tomorrow morning. 

We will proceed in executive session at 10 o’clock tomorrow morn- 
ing. 

(Whereupon, at 12:05 p. m., the committee adjourned, to recon- 
vene at 10 a. m. Friday, April 9, 1954.) 









THE MUTUAL SECURITY ACT -OF 1954 


FRIDAY, APRIL 9, 1954 


Hovse or Representatives, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, Dd. ¢ 
The committee met, in executive session, in room G—3, United States 
Capitol, at 10:20 a. m., Hon. John M. Vorys presiding. 


STATEMENT OF WALTER M. RINGER, REGIONAL DIRECTOR FOR 
EUROPE, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Rincer. Mr. Chairman, I am happy to appear before you tl 
morning in support of President Eisenhower's proposed iaiatadn ul 
security program for Europe during the fiscal year of 1955. 

In this opening statement, I will deal briefly with the accomplish 
ments in Europe during fiscal year 1954 and present the broad outlines 
of our plans for the coming year, star on the accomplishments of 
the past. 

The goal of the mutual security program has been, and continues 
to be, to help Western Europe to acquire more unity, more economic 
strength, and sufficient defense strength to defend itself and to bear 
its part of the defense load of the free world. 

We need to continue to work toward European integration, and 
continue to work actively with the Europe-wide organizations which 
we helped establish, NATO, OEEC, EPU, and others. We should 
encourage additional trade and private investment. We should do 
what we can to facilitate convertibility, and we should help stimu 
late economic expansion so that people will be more prosperous and 
better able to defend themselves. 

Our program rests firmly on the idea of building a united Europe 
which not only can and will resist communism, but also, through 
healthy economic progress which benefits its own people, will provide 
a vivid contrast to the Governments and the economic conditions be 
hind the Iron Curtain. 

The tot al program with th we P ropose for a in fisc al year 1955, 

It 
is 1 detimead to cover spec ial situations anil’: 

We propose mutual defense support to cover such special situations 
in Spain, West Berlin, and Yugoslavia. We also propose direct forces 
support in the form of a small common use program of civilian-type 
items [security deletion] and in the form of funds for the manu 
facture in the United Kingdom of modern jet aircraft for the RAF. 
Since it is primarily occasioned, and designed to solve, a Far Eastern 
problem, we have grouped the entire $800 million, which we propose 
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to contribute toward financing the conduct of the war in Indochina, 
as assistance in the Far East, rather than assistance in Europe. 

We are also recommending the appropriation of funds to cover a 
loan to the European Coal and Steel Community and a small appro 
priation for the exchange of technical personnel. 

No funds are requested for economic support for 11 European 
countries which once received economic aid. These nations today are 
able to stand on their own economic feet. 

They are Austria, Belgium-Luxembourg, Denmark, Iceland, Ivre- 
land, Italy, Netherlands, Norw: ay, Portugal, and Sweden. 

Despite the reductions in United States defense support to Europe 
over the past few years, and the further reduction proposed for next 
year, we expect that the NATO countries will maintain—and in some 
cases even increase—their expenditures for western defense. Sincé 
i950, the defense expenditures of the NATO countries have more 
than doubled. Next year they will be spending $12 billion on their 
military establishments. It is this effort—relatively great in propor- 
tion to their resources—which we are trying to support and encourage. 

The reducton in our aid programs for K urope has been made pos 
sible by the improvements which have occurred in Europe’s economic 
position during the last few years. 

In 1953, the “European production index was 40 percent above pre 
war; agricultura! production was up 22 percent above prewar. 

Europe's gold and dollar reserves increased some $2 billion in the 
past year, although a large part of the dollar receipts now come from 
extraordinary military expenditures. Despite the fact that many 
restrictions still exist on the import of goods from the United States, 
Kuropean trade—especially intra- European trade—is showing ten 
dencies of becoming less restrictive than in the past. 

The European Payments Union—EPU—the Organization for 
European Economic Cooperation—OEEC—and the European Coal 
and Steel Community—CSC—are all tending to build a closer work- 
ing relationship among European countries. As production increases, 
workers of Europe are beginning to share in the benefits through 
increases in their real wages. 

Average per capita consumption in Europe is still less than one- 
third that of the United States. The impressive agricultural and 
industrial production gains in the last few years have been matched 
by increases in population and per capita consumption today is barely 
oqo! to the prewar level. In order that a firm social and economic 
base be maintained under the European defense effort, it is impor 
tant that consumption in Europe be increased. 

A greater amount of investment, including private foreign invest- 
ment, and a greater degree of productivity “and competition are all 
necessary to ‘achieve the required growth of industrial production. 

The growth in military and economic strength in Europe is, in my 
opinion, conclusive evidence of the success of our United States pro- 
grams. I would like to mention that since the establishment of NATO, 
the Soviets have not advanced one inch in Western Europe. 

Although much remains to be done, we can, I think, be confident 
about the future as we continue to build up successes of the past. The 
Europeans themselves, through the OEEC, have established a Euro- 
pean Productivity Agency. “We should support their efforts to in- 
crease produc tion, to lower unit costs, to lower prices and to increase 
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wages. This will mean greater consumption, more intra-European 
trade and greater economic progress. 

In the year ahead, the new program which we have proposed is a 
good deal less dramatic than some of the past programs involving the 
expenditure of billions of dollars, but it is an important program. It 
is important because it shows our willingness to continue working 
with the Europeans on problems which affect their daily lives. It is 
important because it shows our willingness to help support the mili- 
tary effort essential to Europe’s defense—particularly where our sup- 
port is the vital margin. 

This is only a brief summary of the European situation. I will be 
glad to expand on it at your convenience. 

We should keep on with such limited programs as will help these 
European countries to continue their economic progress, so essential 
to a strong defense and so vital to the defense of our own country. 
This is ae a brief summary, Mr. Chairman, of the European situa- 
tion. I have prepared and will present to you at your convenience 
a more detailed report on the European situation, and more detailed 
recommendations. 

Mr. Vorys (presiding). Thank you, Mr. Ringer. 

As I understand it, the $222 million worth of nonmilitary items 
that you mention are the items that are summarized on page 4 of the 
classified documents we have, consisting of direct forces support, $75 
million for the United Kingdom, $20 million for common use, a total 
of $95 million; mutual defense support, $77.5 million [security de- 
letion], and then an item of $50 million development assistance, 
undistributed by country ; is that correct? 

Mr. Rinoer. That is correct; yes. 

Mr. Vorys. Going backward over those items, if you will, can you 
tell us about undistributed development assistance of $50 million for 
Europe, what that involves as shown on page 4 of the classified 
documents ¢ 

Mr. Rincer. That, Mr. Chairman, involves the amount of our re- 
quest for the Coal and Steel Community loan. 

Mr. Vorys. As I say, I am just going backwards across the page 
in front of us, so we can identify the items. 

(Discussion off the record.) 

Mr. Rineer. Just let me review these figures for a minute, here, 
until I get this from my more detailed report. 

I would like to call attention to the fact that in reference to West 
Berlin, it is a constant challenge to the Communists who are all 
around it. Nothing would please the Soviets more than to have us 
leave West Berlin. The United States and the West Berliners are 
determined that West Berlin will not only survive, but prosper. 

I would like to mention that the Federal Republic of Germany 
is contributing the equivalent of over $250 million a year to help 
West Berlin. 

Mr. Vorys. Is that a contribution, that $250 million ? 

Mr. Rincer. Of the Federal German Republic. 

Mr. Vorys. Is that simply a subsidy to the economy of Berlin? 

Mr. Rinaer. It is for the maintenance, as I understand it, of the 
West Berlin Government. The maintenance of the city. 

Mr. Vorys. What is the reason why our contribution should be 
$10 million more for next year; do you know? 
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Mr. Rrneerr. I would consider that the lack of investment capital 
is the essential need of West Berlin, from the standpoint of the fact 
that the unemployment is large and it is necessary to organize and 
provide additional investment capital for risk industry, which the 
Germans are not willing to handle and haven’t available for the main 
tenance of industry in West Berlin. 


STATEMENT OF D. A. FITZCERALD, DEPUTY DIRECTOR FOR OPERA- 
TIONS, FOREIGN OPERATIONS ADMINISTRATION 


Mr. FrrzGrravp. Mr. Chairman, I might supplement the comment 
of Mr. Ringer by one additional point. 

Of course, what is needed in Berlin is local D marks. In the current 
fiscal year, there was a carryover of counterpart, and of GARIOA D 
marks from previous years, so in terms of dollars—dollar equiva- 
lents—our assistance to Berlin this year was substantially more than 
the $15 million that came out of this year’s appropriation. We can 
get the figures for you, but I would estimate, now, that our contri- 
bution of D marks from previous availabilities was $30 million or $35 
million, so that this would represent actually a decrease in terms of 
the counterpart available for Berlin, in fiscal year 1955, as compared 
to fiscal 1954. 

Mr. Vorys. Thank you. 

For Spain, there is an item of $30 million. Have we completed our 
arrangements in Spain? What is the reason for defense support for 
Spain? 

Mr. Rrncer. Insofar as the question applying to defense is con- 
cerned, I would not be prepared to answer that. I believe General 
Stewart would better be able to answer that question. 

Mr. Vorys. Here is an item of $30 million for defense support for 
Spain. I have asked for an explanation of that item. 

Let me say this to the committee. I merely wanted to go over the 
items, briefly, and identify them. 

Mr. Rincer. Well, I think I can give it to you, Mr. Chairman, from 
my more complete report. We had prepared to show that the $85 
million for the fiscal year of 1954 was the amount that we had, and 
for the fiscal year 1955, we believe that $30 million is the minimum 
needed to offset the inflationary aspects of the base program and to 
provide some of the counterpart which will be required by that pro- 
gram. Any lesser amount would mean that the counterpart would 
not be available at the time it was most needed. That is, when large 
expenditures on the military bases began to fall into the fiscal year of 
1955. It might also result in serious deterioration of the United 
States-Spanish relationships and jeopardize the success of our whole 
base agreement program. The $30 million is to be used to buy dollar 
items which are essential to the Spanish economy, and our mission 
in Spain expects that these funds would be spent about as follows, 
although a final program is to be worked out only after discussions 
with the Spanish Government and our own mission. 

That would provide for $15 million of agricultural commodities; 
$10 million in capital equipment; $2 million in fuels; $2 million in 
shipping and miscellaneous. 





Mr. Vorys. Now, the largest item of the whole FOA European pro- 
gram is the $75 million for direct forces support for the United 
Kingdom. 

Mr. Jackson. Mr. Chairman, may I ask a question while we are on 
the subject of Spain ? 

Mr. Vorys. Yes. 

Mr. Jackson. The figure that is given in sect;on 2, page 4, is later 
broken down in detail under country studies in section 3, page 126, 
is that correct ¢ 

Mr. Rincer. Yes, sir. 

Mr. Jackson. Thank you, Mr. Chairman. 

Mr. Vorys. Let us have a description of why the United Kingdom, 
which I thought was about the best off of those countries over there, 
needs dlirect-forces support of $75 million. That is the largest item of 
the $222 million of economic aid to Europe. 

Mr. Rrncer. I would like to mention, Mr. Chairman, that our 
direct-forces support for the United Kingdom which we estimate will 
be $75 million, is brought about by the United States having looked 
carefully at the needs of the NATO area for air cover and matching 
these needs against the ability of the British to finance what British 
factories can produce. As a result of this review, it was decided that 
the NATO aircraft targets for the United Kingdom could not be met 
without United States assistance. 

The United Kingdom already supports the largest defense program 
in NATO Europe, and I have charts which will show this in detail, 
if it is wished by the committee that we present them at this time. 

Mr. Jackson. Is that also broken down in a country study ? 

Mr. Rrneer. Yes, it is, Mr. Jackson. 

Mr. FrrzGeratp. Mr. Jackson, the British discussion starts on 
section 3, page 129. 

Mr. Jackson. Is there a page in here for the direct-forces support ¢ 

Mr. FrrzGeravp. That is on 131. 

Mr. Jackson. Thank you. 

Mr. Vorys. Would it be the wish of the committee that we should 
go further into the nonmilitary, or economic aid for Europe, at this 
time, with Mr. Ringer, or would you care to go somewhat similarly 
over the military items which amount to $725 million, at this time? 


STATEMENT OF GLEN LLOYD, DEPUTY TO THE DIRECTOR, 
FOREIGN OPERATIONS ADMINISTRATION 


Mr. Luoyp. Mr. Merchant is here and prepared to answer questions 
on questions of policy; or the three, Mr. Ringer, Mr. Merchant, and 
General Stewart, can serve as a team, and between them, take any 
questions the committee would like to ask. 

Mr. Vorys. We have one other special item that Mr. Lloyd wanted 
to present, having to do with Europe, and that has to do with Ireland. 
It might be, before we get into a detailed-team consideration of 
Europe, if you would care to, Mr. Lloyd, perhaps we could take 
that up now. 

Mrs. Cuurcu. Mr. Chairman, I had a question I would like to ask 
before Mr. Ringer leaves the chair, if I may, relative to his statement. 

Mr. Vorys. Proceed. 





128 


Mrs. Cuurcu. I notice you have asked $222.5 million for the total 
program. On page 2 of your statement, the second paragraph— 

We are also recommending appropriation of funds to cover a loan to the 
BHuropean Coal and Steel Community. 

Does that $222.5 million include the $100 million contribution to 
the Steel and Coal Community ? 

Mr. Rrnecer. It includes $50 million of it, Mrs. Church. 

Mrs. Cuurcu. What happens to the other $50 million ? 

Mr. Rrncer. It comes in from funds of 1954. 

Mrs. Cuurcu. Why did they not go to the Export-Import Bank 
for that loan? Wasn’t that first considered ? 

Mr. Ringer. I would not know the answer to that. Probably Mr. 
Merchant could answer that. 


STATEMENT OF LIVINGSTON T. MERCHANT, ASSISTANT SECRETARY 
OF STATE FOR EUROPEAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Mercuanr. It is entirely possible that the Export-Import Bank 
will administer the loan, Mrs. Church. It was decided that the loan 
would come from some of the available funds of the Government, 
and after discussion between the Treasury and Governor Stassen 
and Secretary Dulles, it was decided that it could more suitably 
come from the funds available from this year’s appropriation and 
by an additional request in the 1955 appropriation. 

Mrs. Cuurcu. It might be wise to have the newspaper publicity 


cover the fact that $50 million has already been set aside, if that is 
the correct interpretation of your statement. Is $50 million already 


appropriated ¢ 

Mr. Rincer. Yes, ma’am. 

Mrs. Cuurcu. Thank you. 

Mr. Vorys. It was not appropriated for that purpose ? 

Mr. Rrncer. But there are funds available. 

Mr. Vorys. There were funds appropriated for defense support for 
Europe last year, but this coal-steel loan was not a budgeted figure 
last year. 

Mr. Mercuant. That is right. If this loan was not contemplated, 
it was at least authorized by some of the preambulary language. 

Mr. Vorys. By what? 

Mr. Mercuant. By some of the preambulary language in the act. 

Mr. Vorys. In my judgment, such a loan is authorized by present 
legislation, but it was not presented as a program item. 

Mr. Mercuant. That is right. 

Mr. Vorys. Now, are there any other questions to Mr. Ringer, at 
this time? 

Mr. Carnauan. I wanted to ask a question, Mr. Chairman. 

Mr. Vorys. Yes, Mr. Carnahan. 

Mr. Carnanan. On the same page, section 2, page 4, I notice there 
is an entry, “Undistributed by country,” and in the case of Europe, 
that is more than one-third of the total. 

What is included in this category “Undistributed by country,” and 
what is the purpose of that entry? 

Down in the Near East and Africa there is undistributed by country 
under technical cooperation, $3.4 million. The item appears through 
the table. I just wondered what is the purpose of that category ? 
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Mr. Vorys. Could we have a description of the general category 
through, at this time? 


STATEMENT OF JOHN E. MURPHY, CONTROLLER, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Mureuy. In all these areas, there were some programs not at- 
tributable directly to individual countries, but which cover many 
countries. 

An example on the military side is packing, handling, and crating 
of materiel, which we don’t normally program by country. We 
program at the title level. 

On the nonmilitary programs, the item in Europe, for example, of 
$7.5, is a technical exchange program which will affect many coun- 
tries, but which at this time it is not possible to state unequivocally 
what exact amounts will go in which countries. 

The same thing is true under the heading of “Technica] Coopera- 
tion.” We have certain regional programs in Latin America, for 
example, and the Near East, which are carried on for the benefit of the 
area as a whole, rather than for just individual countries. So we 
group those items consistently at the title level and label them as 
“undistributed” items. 

Mr. Carnanan. And the item runs in many countries a third of 
the total amount for the country. 

Mr. Vorys. I certainly don’t want to preclude an examination of 
$281 million undistributed for Europe, when we take that up with 
General Stewart, shortly, but I know that Mr. Lloyd is anxious to 
get this matter which has to do with the European area before us. 

It isa slight detour, but if the committee would agree, we could hear, 
now, about this Irish problem. 

Mr. Jackson. Mr. Thaleem, may I ask a very brief question, here ! 
I want to find out how properly to use this book. I can find without 
any trouble the breakdown by item of, let us say, the security dele- 
tion figure for Berlin, but I can’t seem to locate the $75 million di- 
rect forces support, back under the country study on the United King- 
dom. Is it included in some other figure 4 

Mr. FrrzGeravp. It is under III-131. It is shown in the right- 
hand column, $75 million at the top of that page. 

Mr. Jackson. What is that page? 

Mr. FirzGeraup. That is III-131. There is a description of the 
purpose for which the $75 million is intended, starting on that same 
page, just at the bottom of the page, “Direct forces support and tech- 
nical exchange program,” and running over onto page ttt 32. “Fis- 
cal year 1955 program” starts near the bottom of ITI-131, in the left- 
hand side in the left-hand column. 

Mr. Jackson. Isee. It is, however, not broken down by item show- 
ing what is contemplated to be purchased. 

Mr. FrrzGerap. It is all aircraft. 

Mr. Jackson. That is all aircraft? 

Mr. FirzGerawp. Yes. 

Mr. Vorys. As I understand it, it is a direct budgetary support 
item and we are paying for aircraft for the British forces; is that 
correct ? 

Mr. FrrzGrrap. That is correct. 
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Mr. Jackson. Thank you. 

Mr. Harrison. Mr. Chairman, at the risk of unnecessary repetition, 
{ would like to ask if the chairman can’t consider with the representa- 
tives of the executive department over the weekend, or sometime, 
some way these records may be made available to the members of this 
committee for study. Now, we did it last year and took them in and 
out at will. I don’t know what is in here and I don’t think we will 
ever find out without a lot of study some way. It seems to me proper 
security precautions could be taken that would avoid any risk of this 
material getting into improper hands. It does seem to me to be a 
terrible handicap to any intelligent study of this program if we can't 
use these books. 

Mr. Vorys. Well, I came to the committee room yesterday and spent 
an hour or an hour and a half with this book and I—and it was when 
{ should have been in my own office, I found that no other members 
of the committee had had the time to come to study it. I think this 
book, its size and shape, makes it impossible to carry back and forth if 
you wanted to, and I expect that by early next week, we will have 
some sort of documents that we can study and carry. I agree with 
you that this isn’t much use for study. It is helpful as a reference 
document to have here at the table. 

Mr. Harrison. We had somewhat a similar book last year and they 
were taken in and out at will. 

Mr. Vorys. We have had them every year since 1948. 

Mr. Proury. Mr. Chairman, I wonder if there is any way that we 
could be informed a day or two in advance specifically what we are 
going to take up? 

Mr. Vorys. Sir? 

Mr. Provry. I wonder if we could be informed of the agenda a day 
or two in advance of each meeting in order that we might engage in 
preliminary study. 

Mr. Vorys. Well, the only firm announcement we can make in ad 
vance is that on Monday morning at 10 o’clock we will take up the 
question of the use of agricultural surpluses in the foreign aid pro 
gram. ‘That will be at 10 o’clock on Monday. 

Mr. Harrison. Is that the much-discussed administration plan of 
which we have heard so much? 

Mr. Vorys. We hope so. In any event, this is in response to the 
inanimous committee action taken a couple of days ago. We will 
take that up on Monday morning at 10 o’clock. We hope we can take 
it up at 10 o’clock sharp. 

Mr. Merrow. Mr. Chairman, in that connection, I would like to ask 
this question: This is quite a mass of material. Now, throughout, 
does all of this have to remain secret, or is there some of that which 
can remain unclassified ? 

Mrs. Bouron. Mr. Chairman, may I contribute a little word at this 
point? We had this all out before the committee and we had a report 
from Mr. Crawford, the clerk of the committee, that each year this is 
gone into in the greatest possible care, that there are certain restric- 
tions put on any secret files by the Government, which should be so. 
They have to go into a three-lock safe. 

At the United Nations, we had a similar problem. I believe declassi- 
fied material is to be given to us next week. We will then have 
something we can have outside. 











ion, 
ita- 
me, 
his 
und 
vill 
per 
his 
ea 
n't 


ent 
1eN 
ers 
his 
. if 
ive 
ith 
ce 


131 


Mr. Vorys. Now, if the committee will permit, we will hear from 
D yr, FitzGerald. 

Mr. FrrzGrravp. Mr. Chairman, ladies and gentlemen, I do appre- 
ciate the committee’s taking time out from their regular hearings to 
permit us to bring before you a matter which is now “fairly urgent. I 
should like to give the committee a brief background on it. 

When the original ECA Act was passed and the program started, 
one of the participating countries was anene During the early 
years of the program, through calendar year 1951, there was made 
available to Ireland about $146 million aa of economic assistance. 

Of that $146 million, $198 million was on a loan basis. Some $18 
million was on a grant basis. The majority of our assistance to Lre- 
land was on a loan basis. The committee may be interested in know- 
ing that interest payments on those loans were due and started back 

19538, and, so far, Ireland has paid $4.8 million worth of interest 
on the loans made to her in those early years. Payments on the 
principal may begin in 1956. In January 1952, aid was officially 
terminated in Ireland, because at that time Ireland was not prepared 
to give assurances comparable to those of section 511 of the Mutual 
Security Act of 1951 which would have warranted any further assist- 
ance to Ireland. 

At the time of the termination of assistance to Ireland, there was 
deposited in the Bank of Ireland, or there was deposited thereafter, 
pounds in the amount of 6 million, which represented the counterpart 
of the grant aid, the $18 million worth of grant aid which had been 
furnished Ireland in the preceding year. 

The original legislation with respect to the disposition of unen- 
cumbered balances of counterpart deposited provides that any 
unencumbered balances remaining in such account upon termination 
of assistance to such country under this act shall be disposed of within 
such country for such purposes as may, subject to approval by act or 
joint resolution by the Congress, be agreed to between such country 
and the Government of the United States. 

Since the termination of aid to Ireland, we have been working with 
the Government of Ireland to develop an agreement which would, 
on the one hand, be satisfactory to the Irish, and the Irish Govern- 
ment, and, on the other hand, be satisfactory to the United States, 
including the Congress of the United States. 

We have here a draft of this agreement which we would like to 
diseuss with you generally, or in such detail as the committee wishes, 
not to get the approval of the committee at the present time, Mr. 
Chairman, but to report to you and get any comments that you may 
consider appropriate with respect thereto, so that the Executive may 
feel free to go ahead and sign the agreement for the United States 
for later submission to this committee and the similar committee on 
the Senate side. 

That is the background, ~ Chairman. Perhaps you would like 
me to stop now in case there are any questions on the background. 

Mr. Vorys. I think the ondieds ide would like to know the general 
nature of the disposition that is proposed by any tentative arrange- 
ments at the present time and we can then proceed intelligently. 

Mr. FrrzGrravp. Yes, Mr. Chairman. 
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The agreement contemplates 10 separate, individual projects, the 
general details of which I have here, and for 1 or 2 of them, I have 
very complete detail. 

Those 10 projects are as follows: I. The provision of equipment 
at creameries and cream-separating stations for the pasteurization of 
separated milk and the sterilization of milk containers. 

Mr. Jackson. Are these projects matters of mutual agreement at 
the present time? 

Mr. FrrzGeravp. They are, sir. 

Mr. Jackson. Thank you. 

Mr. FrrzGrraup. May I add, parenthetically, that most of the proj 
ects proposed here are agricultural. 

Project II is the provision of cold storage and quick-freezing facili- 
ties for poultry, rabbits, and eggs. 

Project Il1, the purchase of equipment for the production and 
cooking of potatoes. Section 1V—that is very appropriate, I might 
add parenthetically, in Ireland. 

Project LV, grants to certain voluntary organizations, which I can 
discuss in detail. 

V. Provision of public roads serving peat bogs and coal mines. 

Project VI, assistance to the Institute for Industrial Research 
and Standards, in erecting and equipping a testing house for textile. 
paper, and leather industries; a laboratory for the testing and investi- 
gation of building materials, and a photometric laboratory. 

Project VII is to defray, as required, the cost of technical assistance 
srogram in Ireland which they are conducting with the European 
Productivity Agency. 

Project VIII is a regional scheme for the eradication of tubercular 
cattle. 

Project LX, which is the largest contemplated use of the funds, is 
the provision of an agricultural institute similar in character and 
operation, to an American land-grant college. 

Project X is a project for subsidization of the delivery cost of 
ground limestone, a project substantially similar to a project we have 
had for many years in the ACP program. 

Those are the 10 projects contemplated. We have gone over the 
details of those projects quite carefully. The Irish Government has 
eliminated two that we felt were not as appropriate or useful as others 
might have been, and the two countries are in agreement, that this is a 
useful, desirable, and constructive way of using the counterpart 
pounds which remain on deposit with the Bank of Ireland. 

One further comment, if I may, Mr. Chairman: The reason for 
interrupting the regular sessions of the committee to present this mat- 
ter is that the Irish budget goes to the Dail on April 21. The Irish 
Government would like to include, as part of its budget submission to 
the Dail, this program and get at that time the approval of the Irish 
Dail to these projects and it has inquired of the Executive whether 
the agreement and projects contemplated under it are sufficiently satis- 
factory so as to make it safe for the Irish Government to submit the 
same program to its own parliament. 

Mr. Vorys. While we are proceeding in executive session, is this a 
secret matter ? 

Mr. FrrzGrrarp. No, sir. This has no classification on it at all. 
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STATEMENT OF MORRIS WOLF, GENERAL COUNSEL, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Woxr. Until it is presented to the Irish Dail, it should not be 
made public, I should think. 

Mr. Smiru. What is the cost of this program ? 

Mr. FrrzGeratp. This program, of course, costs no dollars now. The 
dollars were made available to the Irish in 1948, 1949, 1950, and 1951 
and were used, of course, to buy commodities in the United States. 
This is the use of the current local counterpart which has been depos- 
ited by the Irish in amounts equivalent to the grant aid previously 
given, and the total of the pounds available is about 6 million, which 
is roughly about $18 million. 

Mr. Vorys. Hasn’t this counterpart been reduced as in other places, 
by expenses of our mission—isn’t this subject to the 5 percent and 
10 percent ? 

Mr. FrrzGerravp. This represents the 90 percent and 95 percent, sir. 
The 5 percent and 10 percent counterpart has been utilized and is not 
involved in this agreement at all. 

Mr. Vorys. Is it your idea that you could get congressional action 
through both Houses before Apr il 21? Under the law, approval by 
joint resolution of Congress is required, so no executive agreement 
could be signed committing the United States to this prior to such 
action. Am I correct ? 

Mr. FirzGeraup. May I make a comment on that and ask Mr. Wolf 
about it: It is my understanding, sir, that as far as April 21 is con- 
cerned, all that the Irish would like to know is, that, informally, the 

agreements would appear to be reasonable, to the appropriate com- 
mittees of Congress of the United States. 

That would be sufficient for them to go ahead and submit their 
budget. They would then assume, if they have informal advise, that 
these agreements are satisfactory. They are willing to take a chance 
and submit their own budget. So we don’t have to get congressional 
action, sir, by the 21st of April. 

Mr. Wor. The agreement, Mr. Congressman, will expressly state 
that they are subject to approval by the Congress of the United States. 

Mr. Jackson. In other words, the purpose today is to find out 
whether anyone has any violent objections to the proposals which 
have been put forward ? 

Mr. FrrzGerawp. Yes. 

Mr. Vorys. I don’t know how we could find out, other than taking 
a vote. Here is a country that refuses to sign a 511 agreement. The 
only two countries that have had any specific unsecret reference in 
our hearings so far are two countries that won’t sign 511 agreements. 
That is India and Ireland. 

Mr. Provry. Could you explain briefly what a 511 agreement is? 

Mr. Vorys. In substance, that means you join the club of the free 
world and are willing to do your part in the defense of the free 
world—help yourself and help each other. Perhaps someone could 
tell me whether that is an inaccurate summary or not. It is the Ribi- 
coff amendment, perfected from time to time, and no country can 
get any aid since we started having mutual security unless the country 
would agree to join in some sort of plans for mutual security. 
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One of the questions we have to think about is whether at this time 
when, I understand, our Government is pressing for some sort of 
agreements as to mutual defense action in the Far East and pressing 
for some mutual action in Europe, whether we want to take action 
to relieve the budgets of countries that are unable to sign such 
agreements. 

Mr. Harrison. Is this fund recoupable, Mr. Chairman ? 

Mr. FirzGeratp. No. 

Mr. Vorys. Well, we couldn’t get it back without the consent of 
Ireland and Ireland can’t spend it without our consent. It is kind 
of frozenthere. It strikes me it might stay frozen a while. 

Mrs. Cuurcn. What is the total amount of the current indebtedness 
of Ireland to us under the program ? 

Mr. FrrzGerawp. $128 million is the amount of aid that was fur- 
nished to Ireland on a loan basis, under the ECA Act. Now, it may 
have other indebtedness to us. 

Mrs. Crrurcu. Well, I just wondered whether Ireland had shown 
any disposition to apply this to that debt. It couldn’t be done, I 
suppose, without some legal twist. 

Mr. Jackson. There are no dollars there, are there? 

Mr. FrrzGrratp. There are no dollars. This is pounds, not 
dollars. 

Mrs. Cuurcnu. And not convertible. 

Mr. Vorys. These seem to be a lot of nice things for any country 
to proceed to do for itself. If their budget was relieved to that extent, 
that would not necessarily free dollars but it would, in substance. 
be a payment of Treland’s bills. 

Has Ireland any balance-of-payments problem ? 

Mr. FrrzGerarp. No, sir. 

Mr. Lannam. They are paying interest and if they are not against 
us, they are for us, so I think we should approve this. The Irish 
will fight if it becomes necessary. 

Mr. Vorys. They didn’t in the last war. 

Mr. Lannam. I never saw an Irishman who wouldn't. 

Mr. Jackson. Acknowledging the validity of everything the Chair 
has had to say on this point, I think we have a situation where we 
agreed to do certain things with respect to these counterpart funds 
and the time has come now where we have to reach some area of agree- 
ment or we in effect repudiate what we said we would do. Regardless 
of what their position is, I don’t see where we can use this particular 
thing as any lever—and T get just as irritated with them and the 
Indians, as does everyone else, on some of these other matters, but 
it does seem to me that we have what constitutes a binding contract. 
Tt has now expired and we are in a position to say. “Yes, we will carry 
out the terms.” 

Mr. Vorys. We haven’t any agreement. 

Mr. Jackson. We have an agreement that any counterpart fund 
remaining, as I understand it, upon the completion of an aid program 
will be disposed of as the parties to the agreement may mutually 
decide upon. 

Mr. Vorys. We haven't any agreement to agree. We just have an 
agreement that they will be disposed of in accordance with an agree- 
ment that Congress must approve. 
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Mr. Jackson. We can hold it up for years to come. There is no 
question as to that. Whether that is the best thing for the United 
States, I don’t know. 

Mr. Vorys. We have had demands in the past few years that at least 
$500 million of the counterpart be spent for defense in other countries. 
We have attempted to use this counterpart in the common cause, the 
tail end of it in the other countries. 

Mr. Burueson. Have we done this in any other instance? 

Mr. FrrzGrratp. This is the first country where we have termi 
nated aid. 

Mr. Burieson. We are then setting a precedent. Outside the 511 
agreements, we don’t know what to do with it and we are now going 
to give it tothem. It goes into their general fund, we will say their 
general operating expenses for whatever they want to do with it, is 
that correct ¢ 

Mr. FirzGreravp. It would go into their general receipts for these 
specific projects. 

Mr. LeCompre. But it would relieve their budget to that extent. 

Mr. FirzGerawp. No, sir; they will not undertake these projects. 

Mr. LeComrre. These projects would not be carried on without 
this? 

Mr. FrvzGeravp. That is right. 

I would like to have Mr. Gray describe a little more in detail the 
exact situation with respect to this section 511 because I shortcut it. 
It is a good deal more complicated particularly from the point of view 
of the Irish sensibilities with respect to northern Ireland than I have 
indicated here. 


STATEMENT OF OSCAR GRAY, OFFICE OF THE LEGAL ADVISER, 
DEPARTMENT OF STATE 


Mr. Gray. Ireland didn’t refuse the 511 assurances. You will recall 
that the 511 assurances came in in 1951, with the Mutual Security Act, 
and that was the year that the economic program got shifted to the 
defense support concept. Ireland was willing to sign 511 (b), but 
the trouble is that the Economic Cooperation Act required that a coun 
try adhere to the purposes of the Economic Cooperation Act. Section 
2 of the Mutual Security Act contains the common defense purpose, 
and section 2 provides that the purpose as contained in that section is 
incorporated in the purposes of the Economie Cooperation Act. 

Ireland was willing to sign 511, but was not willing to reaffirm its 
adherence to the purposes of the Economic Cooperation Act, as they 
became supplemented by the purposes in the Mutual Security Act, 
because that violated her concept of neutrality. That would have got 
her, she thought, into a situation of some kind of alliance with Eng 
land, and that is what it was she re ‘fused to sign. They did give us a 
note which stated her willingness to sign 511, but stated her unwilling 
ness to adhere to the purposes of the Mutual Secur ity Act. 

And the counterpart we are talking about was generated entirely 
under the economic cooperation program when it was a recovery 
program. 

Mr. Vorys. A war recovery program, but they had no war recovery. 

Mr. Gray. Yes, the whole point is that Ireland never agreed to get 
into a defense arrangement with us. 
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Mrs. Bovron. You speak of her being a neutral country. India is 
supposed to be a neutral country. We seem to pick up separately from 
everything else the neutral countries. Why doesn’t everybody go 
neutral, then ¢ 

Mr. Smiru. They are. 

Mrs. Bouron. They are, more or less, but why do we begin this kind 
of special assistance or whatever you want to call it for Ireland? Just 
because they are meeting ? 

Mrs. Cuurcn. Mr. Chairman, | do not like to express myself in 
opposition to the lady who certainly has more seniority on the com- 
mittee than I, but it seems to me a little a dog-in-the-manger-ish for 
us to hold back approval now if we made an agreement in 1951 to 
set up counterpart funds, with the funds to be spent under the recovery 
program if there were agreement as to the projects. 

Personally, I must confess to a feeling of relief that we are not being 
asked to give Ireland further money. I would be perfectly willing, 
myself, to approve projects which meet the approval of the State 
Department and of the Irish, at this time, and let that money be spent, 
and clear the matter out. 

Mr. Vorys. You see the history of this section is that we had a lot 
of different ideas as to what counterpart should be spent for but we 
finally realized that we couldn’t foresee the entire future and there- 
fore we left the unencumbered balances when the programs were over, 
for future consideration by Congress. There was no commitment at 
all, let’s read it: 


Any unenumbered balance remaining in such country upon termination of 
assistance to such country under this act shall be disposed of within such country 
for such purposes as may, subject to approval by act or joint resolution by the 


Congress, be agreed to between such country and the Government of the United 
States. 

When you say, “We'll talk about that later,” you don’t commit your- 
self. 

Mrs. Cuurcu. You commit yourself to make a decision some day, 
{ would feel. As I understand it, the paragraph offers no alternative 
which would permit ultimate recovery of the funds. They are there 
until used; is that right? 

Mr. Vorys. As it is drafted, they shall be expended within the 
country; that is correct. 

The only thing is that they shall be expended within the country. 
Now, we have required that funds be expended—that counterpart 
funds in other countries be expended within the country or else 
whereas we found that, instead of a recovery thing which was sup- 
posed to be over in 1952, as we found ourselves faced with the mutual 
security problem, we have required that counterpart be spent in other 
countries for mutual defense. 

Now, that is where all this 511 talk-comes up. 

Mr. Sorru. Isn’t the authority already given for them to do that 
very thing, under this legislation ? 

Mr. Vorys. No. This requires approval by act or joint resolution 
by the Congress. 

Mr. Harrison. Can it be used for expenses of the American Gov- 
ernment in Ireland? 

Mr. Vorys. It can’t be spent for anything until there is an act or 
joint resolution by the American Congress. 
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Mr. Lanuam. Can traveling Congressmen use it / 

Mr. Vorys. No. 

Mr. Lanuam. They do in some countries. 

Mr. Vorys. This program is terminated. ‘The assistance is over. 
Now, agreements can be made and all of that, but they are subject to 
approval by act or joint resolution of the Congress. , 

Mr. Harrison. Unless this Congress specifies that it be used for 
operating American missions and so forth, they couldn’t do it? 

Mr. Vorys. Congress could say that and if Ireland didn’t agree, it 
couldn't be spent. There is a double veto. Treland can veto and so 
can we. 

Mr. Harrison. We are under no obligation to spend it on promo 
tional projects in Ireland. 

Mr. Vorys. No; none at all. 

Mr. Carnanan. Our commitment is that the money shall be spent 
within Ireland, on projects agreed to by the two Governments; is that 
right ? 

Mr. Vorys. Subject to the approval by act of Congress. 

Mr. Carnanan. By agreement of the two Governments. By an 
act of Congress is the way we are going to make our agreement. 

Mr. FrrzGeratp. That is correct. 

Mr. Carnanan. And the Irish have proposed certain things they 
want to do with it and are asking if we will agree and we are being 
asked to say, “You can spend it this way,” or “No; you can’t spend 
it this way.” 

Mr. Jackson. You can spend it or keep it in the bank. Those are 
the alternatives. 

Mr. Lanuam. The State Department has also agreed, in principle, 
subject to our approval. 

It seems to me after the State Department has agreed and after 
Ireland has agreed, that we ought to approve it. I don’t know why 
we should try to teach the Irish how to cook Irish potatoes but all 
the rest of the projects seem to be sensible. 

Mr. Vorys. Let us hear from Mr. Merchant. 

Mr. Mercuant. I remember the incident when this question of 
whether or not Ireland could sign the agreement came up, and all of 
us, I think, regretted extremely the decision that the Irish Govern 
ment took at that time. I think many Irishmen did, likewise. 

Here, rightly or wrongly, I believe that the Irish Government be- 
lieves that when agreement could be reached on projects which seemed 
suitable and constructive, that within a reasonable period of time that 
those counterpart funds would be made available for such projects. 
This is closing out an old aid agreement that is over and done with. 
It has become, I think, a subject of possibly some irritation on the 
part of certain elements in Ireland, that there has been a delay. 
Our Ambassador, I know, has worked very hard on the considera 
tion of these projects, he supports this program very strongly. 

(Discussion off the record.) ; 

Mr. Mercuant. I would hope that if the committee and the Con- 
gress subsequently believe that these projects are appropriate under 
the act, that, having reached preliminary agreement between our 
representatives and the Irish Rotman. I would hope that the 


matter could be approved and cleared up and not left as a lingering 
source of possible increasing difficulty between our two governments. 
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Mr. Vorys. How much counterpart is there around over the world, 
now, that is unspent ? 

Mr. Murpuy. I don’t have that information with me, Mr. Chair- 
man, but I could supply it for the record. 

(The information is as follows :) 

As of December 31, 1953, there was slightly more than $1.1 billion equivalent 
in unwithdrawn counterpart funds (participating country shares), not includ- 


ing small balances in former TCA countries for which December figures are not 
available. 


Mr. Vorys. A half billion dollars? 

Mr. Murrny. I hesitate to venture a guess on it. 

Mr. Vorys. Whatever we do here, we certainly establish a prece- 
dent or a policy for the future, if any country wishes to cancel its 
agreement and aid is stopped. 

Mr. Smirn. Mr. Chairman, do I understand the situation is that 
we are being asked to approve this matter now? Is time of the 
essence? I daresay, if the legislature meets on the 21st, they would 
want some action before that time. How could we do it on the mat- 
ter before us? Shouldn’t it come before the Congress on a special 
resolution ¢ 

Mr. FirrzGerap. Yes. 

Mr. Vorys. I think the purpose of the executive branch is to find 
out as much in advance as they can on the possibilities for rapid and 
favorable action on a separate resolution. Am I correct? 

Mr. FrrzGrratp. That is correct. It wouldn’t have to pass before 
the 2ist. 

Mr. Merrow. In view of the history of this particular situation, 
in reference to Ireland, it would appear to me that at least we have a 
moral obligation to go ahead and make these agreements and I think 
we ought to do it. 

Mr. Proury. Mr. Chairman, may I inquire whether or not we are 
seeking any concessions? Is this an effort to give the money to 
Ireland without any strings attached or are we seeking concessions 
in return ¢ 

Mr. FrrzGreravp. No. Mr. Merchant, would you care to comment 
on that? We have none as far as our negotiations on the particular 
projects are concerned, other than we did get the Irish to concede that 
a couple of the projects which they proposed were, in our judgment, 
of very low priority and they were dropped out and some others were 
put in, but those were the only concessions as far as these negotiations 
were concerned. 

Mr. Proury. Do we have any military bases in Ireland at the pres- 
ent time? 

Mrs. Bouron. They are neutral. 

Mr. Smirn. They are neutral. 

Mr. Vorys. They are neutral and were neutral. 

Mr. Vorys. Mr. LeCompte—— 

Mr. LeCompte. I am trying to get the facts, is all. 

As I understand, at the present moment, our State Department and 
the Government of Ireland have made an agreement for the expendi- 
ture of these so-called counterpart funds, subject to what you might 
call ratification by the Congress, by way of a joint resolution? 

Mr. Vorys. As I understand it, they haven’t yet entered into an 
agreement. 
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Mr. LeComrre. They have not made an agreement. 

Well, we don’t need the resolution anti the agreement is made, 
do we? 

Mr. FirzGerrap. No, sir, but it would be most undesirable if we 
entered into an agreement that we didn’t discuss with you in advance 
to find out whether it would be acceptable. 

Mr. LeComrre. You do not want to proceed very far without sub- 
mitting the matter to this committee ‘ 

Mr. FirzGeratp. For your informal views, at this state. 

Mr. LeCompre. I might say, on the subject of counterpart funds, 
I put an extension in the record in January to show the amount of the 
counterpart fund in each of the countries around the world, the amount 
that has been expended, and so forth. 

That was all as of January 1, I think. 

Mr. Vorys. We have about 20 or 30 helpers from the executive 
branch in the room. Out of all of this wisdom can’t anybody tell us 
what counterpart funds there are—the present status of counterpart 
funds? 

Mr. LeCompte. I can dig it up for you in the record in a few 
minutes. 

Mr. Burueson. Following the question of Mr. Prouty, with no 
agreement under a 511 arrangement, we could not request any air- 
bases, for instance. Isn’t that correct ? 

In other words, without that, there would be no need to make such 
requests and I assume that none has ever been made. 

Mr. FrrzGrrartp. That would be correct, sir. 

Might I also add that the counterpart was accumulated during the 
period before the mutual security legislation was passed. 

If we had worked out these projects before the termination of aid, 
this question, of course, would never have had to come to the com- 
mittee. It comes to the committee because the 6.1 million pounds was 
unencumbered, as the legislation says, Mr. Chairman, at the time that 
aid was terminated. 

Mr. Merrow. Mr. Chairman, in connection with that, due to the 
fact that this was accumulated before the Mutual Security Act was 
passed, under the old ECA, doesn’t this put this situation in a special 
category, and therefore place us under obligation at least to do some- 
thing about it? 

Mr. FrrzGrraxp. I would definitely say that was correct, sir. Any 
other cases of this kind that come to this committee hereafter, of course, 
will come under mutual security legislation, and proceedings for the 
use of counterpart under the mutual security legislation is much 
broader and encompasses military activities as well as other kinds of 
projects. 

Mr. Lannam. This would not be a precedent, then. 

Mr. FrrzGerarp. It would not be a precedent for anything that 
came up under succeeding legislation. 

Mr. Wotr. There is very unlikely to be similar cases of any impor- 
tance because normally the counterpart is used up as the program 
progresses. It was only the sudden termination of this particular one 
that left a large amount of counterpart unencumbered. Normally, it 
is encumbered as it is created. 

Mr. Vorys. Well, we have spent some time on this. Should we pro- 
ceed to something else? 
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Mr. Burteson. Let me say this, Mr. Chairman. Replying to m) 
good friend, Mr. Merrow, and I think my good friend, Mr. Jackson 
the reference here to obligation, is a peculiar thing to me. We talk 
about obligation to anyone on something we have given them, whe: 
they have not had one iota of obligation to us. Where is there an) 
obligation? If you give me something, are you obligated to give me 
more? That, to me, is absurd. 

Mr. Lanuam. Well, I agreed to give you more when this agreement 
was signed. We agreed that we would. 

Mr. Jackson. It s: ays you “shall” dispose of it. Not that you 
“may,” but that you “shall” dispose of it. 

Mr. Lannam. I believe the committee should say that some such 
agreement should be negotiated. I will make that motion. 

Mr. Smitu. I second the motion. 

Mr. Vorys. You have heard the motion. Is there further discussion 
of the motion ? 

Mr. Provuty. Would it be unethical for us to seek some concessions 
from Ireland ? 

Mr. Vorys. Apparently it is unethical for us to seek concessions 
anywhere. We are being scolded because we are trying to press Vari- 
ous countries into protection of the free world at the present time. 
Our Secretary of State has denied any coercion. He said the coercion 
is the coercion of facts, not the coercion of the United States. We 
must be very careful, apparently, about pointing out the coercion of 
facts, to the various countries in the wait 

Mr. Jackson. Mr. Chairman, on that point let me say this. During 
the course of the last 5 or 6 years there have been a number of us at 
the table here who have insisted that we get our conditions into agree- 
ments before we give them the money. I think it is perfectly right to 
condition a loan or a grant. I have said here that when you go into a 
banker and you w ant to get a loan he lays down some conditions for 
you and you fulfill them or you don’t get the loan, but we have given 
these foreign countries the money first and then ‘brought up all the 
things we should have done later on. 

I think we have an agreement here. It seems to me that we have a 
moral obligation to carry through with it. I am all in favor of con- 
ditioning grants and loans. So far as I am concerned, we can con- 
dition the $3 or $4 billion in this act and I will vote for the conditions. 
But I think that the Irish matter is something that has been con- 
cluded regardless of what has been said as to whether or not we have 
an obligation. I say we have a moral obligation to conclude the final 
agreement in this connection. 

Mr. Vorys. We have a motion pending. 

Mr. Situ. Yes. 

Mr. Vorys. Does the committee care to vote on it now or take it 
up in executive session ? 

Mr. Jackson. It is a sense motion, isn’t it? 

Mr. Lannam. That is all, it is a sense motion. 

Mr. Vorys. Those in favor please raise their hands. 

Mr. Crawrorp. I count 8 hands raised. 

Mr. Vorys. Those opposed raise their hands. 

Mr. Crawrorp. I count 4 hands raised against. 

Mr. Vorys. I regret that that shows something about the number 
of committee members who are present. 
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Mr. FrrzGeravp. I am sorry, Mr. Chairman, that I took so long 
and that I interrupted the proceedings. 

Mr. Vorys. Now, may we have Mr. Merchant for questioning, and 
General Stewart. 

Mr. Merchant, would you care to proceed further on your own at 
this time, or would you prefer to start with General Stewart and ask 
him about Mr. Carnahan’s question ¢ 

Mr. Lanuam. Could I ask whether or not we have a meeting this 
afternoon ? 

Mr. Vorys. It is my hope and purpose that, if the committee is 
agreeable, we run until 1 or a quarter of 1, and then not have any 
meeting this afternoon. 

Mr. Lanuam. | have an appointment and will have to go, then. 

Mr. Rineer. Mr. Chairman, if I may inquire about the possibili- 
ties of presenting a complete statement which we have prepared, show 
ing the disposition for 1954, of our funds, and the broader outlines 
and details of our plans for 1955, upon which we will have charts which 
will be available on Monday. I think it would give the committee a 
much better understanding of this whole European picture if we 
would be allowed the time, some 35 or 40 minutes to present our 
recommendations in detail. 

Not that I want to interrupt the proceedings now, but these charts 
are being prepared for the committee but will not be available until 
Monday. 

Mr. Vorys. I am sure we will be glad to look at them when they are 
ready. Wecan't guarantee that we will get to them Monday. 

Mr. Rincer. Whenever it is convenient. I just wanted you to know 
we have this prepared for your consideration. 

Mr. Vorys. It 1s our purpose to get around, at least once over lightly 
on the high spots or low spots of the entire program before we have oun 
faster recess and we may or may not be able to go into a detailed 
study of Europe, but if those are available we will do the best we 
can on Monday. They are not available now, as I understand it ? 

Mr. Rincer. Not in the charts presented here. 

Mr. Vorys. We would hope that you would have something to pre 
sent which we could take with us and that at least part of it could be 
made available to the public. 

Now, General Stewart. 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, USA, DIRECTOR, 
OFFICE OF MILITARY ASSISTANCE, DEPARTMENT OF DEFENSE 


General Srewarr. I will give a very brief unclassified statement 
on the European program and then, off the record, a classified state- 
ment on the military program, Europeanwise, followed by the tables 
in these books as to status of deliveries and the undistributed funds, 
and then proceed in any detail that you desire, with the several 
countries. 

Mr. Vorys. Would it be helpful to take up the undistributed items! 

Mr. Carnauan. I will defer that and get my questions later if you 
want to proceed, Mr. Chairman. 

Mr. Vorys. I think that would be a good thing. I think we all 
would be interested in this $281 million undistributed item for 
Europe. 


45700—54 10 
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Is that agreeable to the committee before we take up the details 
of any one country ? 

Is the $281 million described more in detail in this book? 

Mr. Carnanan. It is $338.6 million, if you want the whole figure. 

Mr. Vorys. We have had a brief description of the $7.5 million; 
they are going to have some more technical assistance in Europe. 
The $50 million is for the coal and steel community. The only unex- 
plained item in Europe is the $281 million. That is the only uniden- 
tified, unexplained item. Do you see what I mean? 

Mr. Carnanan. Yes, and I would like to know if there is further 
explanation of these items elsewhere in the book. You have a similar 
item in other countries. Not only in Europe but in the Near East, 
in Latin America and in all the other. There is an “undistributed 
by country” item. I just want to know if that is broken down any 
place else in the report so that we could know what it is about. 

General Srewarr. The answer to that is “Yes.” 

Page III-13 contains all of the items of the undistributed list 
except $120.4 million for packing, handling, crating, and transpor- 
tation. 

Now at the 1955 column on that page, we have $120.4 million for 
packing, handling, and crating and $9.5 million for training. That 
is the training that is conducted by mobile training teams that go 
from country to country. It doesn’t lend itself to being listed by 
country. 

We have $10 million reserved for engineering change orders that, 
I believe, you will understand are incident to the construction of 
ships and aircraft, largely. 

We have $10.3 million for technical order compliance kits. I don’t 
know what that is, but the Air Force could tell you if you desire. 

Mr. Vorys. Let’s have it. 

General Stewart. General O’Hara, who runs the military assistance 
program in the Air Force is here, sir. 


STATEMENT OF BRIG. GEN. JOHN J. O'HARA, ASSISTANT FOR 
MUTUAL SECURITY, OFFICE OF THE DEPUTY CHIEF OF STAFF, 
MATERIEL, DEPARTMENT OF THE AIR FORCE 


General O'Hara. Mr. Chairman, the $10 million for engineering 
change orders and the $10.3 for technical order compliance kits are, 
in essence, for the same purpose, the difference being this, that the 
engineering change orders for $10 million are changes found neces- 
sary in the construction of an aircraft during the time it is under 
construction and prior to the time the aircraft is furnished to a 
recipient country. In other words, while the United States has title 
to the aircraft. 

Now, the $10.3 on technical order compliance kits, is for the same 
purpose, but it is after title has passed. 

For instance, we furnish an aircraft and find out that a spar in 
a wing is too weak and should be boosted up. We build the kits 
here and furnish them to the governments overseas, and in most 
cases—almost without reservation—the countries themselves do the 
actual work. We furnish them the parts. 

Mr. Vorys. Now, as I understand, on this engineering change order 
item—so far it has run $48 million ? 
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General O’Hara. That is 50-54, sir. 

Mr. Vorys. Yes. 

General O’Hara. That is right, sir. 

Mr. Vorys. And the item for next year is $10 million. 

General O’Hara. Yes, sir; that is correct. 

Mr. Vorys. Is that helpful ¢ 

Mr. CarnaHan. Yes, that begins to make sense. 

Mr. Prouty. In 50-54, how much did you spend for the technical 
order compliance kit ? 

General O’Hara. Nothing has been in the program, sir. 1 am 
being utterly frank, sir. We have had a requirement, sir, and have 
had to take care of it with other funds—in other words, under spare 
parts, or something like that. 

Mr. Vorys. All right, General. While we are at page 15, is that 
the beginning or the end of the regional discussion 

General Srewarr. It is about in the middle of it. 

If that is satisfactory as to what these undistributed funds are, | 
can go to the next part. 

Mr. Vorys. Yes; go ahead. 

General Srewart. I have here an unclassified statement, very brief, 
on the European military program. 

In Europe, as indic ated in the NATO Annual Review of 1953, which 
was held, incidentally, in late December of 1953, the buildup of NATO 
military forces is tending to level off. In the ground forces there 
will be small increases in major units in Italy, the Netherlands, Nor- 
way, and Turkey. Emphasis is being placed upon the buildup of sup- 
port units to sustain the major unit level. This, of course, does not 
take into account the major units which will come into being as a 
result of the German defense contribution, should the European 
Defense Community be ratified. 

The wide range of naval vessels makes it difficult to attempt nu 
merical comparisons for the NATO naval forces but in general, the 
same tendencies toward leveling off are apparent. Emphasis is be- 
ing placed upon meeting the deficiencies in destroyers and ocean es- 
cort vessels, coastal and inshore minesweepers, and improving the 
readiness and availability of naval units. 

In the Air Force, as presently programed aircraft comes off the 
lines, there will be a continued increase in air strength over the next 
13 years. Large numbers of aircraft now in service are obsolescent. 
During this period there will be a major overall improvement in the 
NATO air effectiveness due to the introduction of more modern air- 
craft. This is reflected in the increases in the Air Force units in the 
United Kingdom, France, Italy, and Turkey. 

Mr. Chairman, I can now, off the record, give you that in actual 
terms of units and so forth. 

Mr. Vorys. Now, General, that is unclassified, what you have stated 

General Stewart. Yes, sir. 

Mr. Vorys. Do you have copies? Will you let us run off copies? 

General Srewart. Yes, I will. 

Mr. Vorys. Let us make that available. 

Mr. Smitru. May I ask a question, Mr. Chairman ? 

Mr. Vorys. Yes. 
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Mr. Smirn. You say there is a leveling-off process gomg on now. 
Is this leveling off occurring before we have reached the goal, the 
target’ | 4 
Generali Srewartr. Yes, sir. 
(Discussion off the record.) 

Mr. Smirn. What is the reason for that? 

General Srewarr. Our friends in the NATO countries find it dif- 
ficult for economic and political reasons, to raise forces above those 
as now agreed to. 

Mr. Smita. Thank you. 

Mr. Vorys. Mr. Carnahan— 

Mr. Carnanan. The so-called economic support or assistance we 
have given to countries has not enabled them to develop an econom) 
that will support the military strength that we have asked for ¢ 

General Srewart. I believe that is a fair description of it, yes, sir. 

Mr. Vorys. Now, Mr. Carnahan, you said military strength that 
we have asked for. As I understand, your answer, General, doesn’t 
refer to military strength that we have asked for, but the military 
strength that the military men in the NATO countries have agreed 
upon among themselves. 

General Stewart. That is correct. 

Mr. Carnanan. I accept that interpretation of my statement, Gen- 
eral, and so construe your reply. 

Mr. Jackson. May I ask a question, Mr. Chairman ¢ 

Mr. Vorys. Yes. 

Mr. Jackson. Failing to reach the goal that has just been dis- 
cussed, in terms of ground forces, is it possible for you to tell us off 
the record what we are going to achieve in the way of divisions in 
being ¢ 

General Srewart. Yes, sir. I have it completely by country and 
any way you want it. 

Mr. Jackson. That is part of what you are going into. 

General Stewart. Yes, sir. 

Mr. Jackson; Thank you. 

Mr. Vorys. Now, before we get into the details, in view of what 
you have just said and in view of what you said in answer to a 
question I think by Mr. Javits, yesterday, I would like to get this 
clear; you said that this program doesn’t reflect. any New Look in 
the sense that we have been talking about over here, but is merely 
a funding of requests. Is that right? I am trying to say what you 
said instead of your saying what you remember you said. 

General Srewarr. I would like to describe that this way. The 
mechanism required to develop this program each year goes Locks, as 
I explained yesterday, to individual countries. In back of that we 
go to the N ATO annual review, which decides the forees that the 
several countries will raise. At the stage of the NATO annual review 
there are introduced SHAPE’s recommendations, the results of which 
are force bases, which is what I work on. New ideas or new thoughts 
on the level of the Supreme Commander, SHAPE, and things from 
the individual countries are reflected to me, and I am asked to develop 
a deficiency program. 

As a reviewing office of this program, we have made no arbitrary 
changes based on a New Look, in my office, but the new thoughts are 
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infiltrated into the various factors that go into the building of this 
program. I think that is as fair an answer as I can give. The ten- 
dency is certainly moving toward increased emphasis on air. 

Mr. Jackson. That was the point I made yesterday. It seemed 
to me that there is a very definite trend toward a substantial increase 
in air forces that would seem to relate itself to what we are doing in 
our own Military Establishment, and to that extent it might be said 
to incorporate some of the features of what has come to be called the 
New Look. 

General Srewarr. | think that is correct, sir. I also think it would 
have been inaccurate, when I was involved in the mechanics of de- 
scribing the development of the program, to say that we were includ- 
ing the items of the New Look. 

Mr. Vorys. Proceed, General. 

Is it the wish of the committee—— 

Mr. Smrru. That is confidential and off the record. 

Mrs. Boron. May we have the off-the-record material 

General Srewart. This will have to be off the record. 

Mr. Vorys. You mean entirely off the record ¢ 

General Srewart. Yes, sir. 

Mr. Vorys. Off the record. 

General Srewart. This is not off the record: I would like to say 
that last year this committee and other committees requested a great 
deal of information that is not only classified officially top secret but 
is actually information we have obtained from other countries. We 
have all of that information this year. I have it made up to pass out 
at any session where it is essential that we do so. 

I just wanted to make it plain that it is not a whim of mine, or 
my Department, that we have to handle it that way. We will pass 
this particular book out whenever we get to that particular phase 
but we will have to ask that we be allowed to pick them up again at 
the end of the session. This is a summary of some of the things that 
are in the book. I will now go off the record. 

(Discussion off the record.) 

Mr. Vorys. On the record. 

In previous years we had charts to show force goals and how we 
were coming along 7 that line. 

General Srewarr. I don’t have them for the overall area but I have 
them for every country in the world. TI can give them to you if you 
want to go into them by countries. 

Mr. Vorys. Would it be agreeable to see the one for France? 

General Stewart. Yes, sir. 

Mr. Zastockt. Maybe the general has a statement he wants to finish 
at this point. 

General Srewarr. I have completed the top secret statement, on 
the general military improvement in the European area. I am now 
prepared—still dealing with the area as a whole—to take up some of 
the charts that you have in your book in front of you, and then I am 
prepared to go as far as you want on the detailed forces in each 
country. 

Mr. Vorys. If you have anything else, you proceed in your own 
way and the committee will ask questions. Is that agreeable with 
the committee ? 
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Mr. Jackson. One question, if 1 may, Mr. Chairman: As opposed 
to the approximated 100 divisions in the West, what is the best esti- 
mate at the moment of the divisions in being in the Soviet and the 
satellites? 

General Stewart. I am sorry, Mr. Jackson, I don’t know. I haven't 
briefed myself on that. I have heard it. 

Mr. Jackson. I realize that would be an intelligence phase. 

General Stewart. We usually bring in someone who has that, but 
I am not briefed on the Soviet situation. 

Mr. Provry. Mr. Chairman, may I hazard a guess that it would 
be 175% 

Mr. Vorys. We know it will be 175 divisions, and 40,000 aircraft. 

General Srewarr. I am sorry we have to handle this this way but 
we want very much to give you the information and that is the only 
way I can do it without going to Leavenworth. 

Mr. Jackson. You have them in good hands. You have the Marine 
Corps watching out for them. 

General Stewart. In section ITI, page 12, a chart similar to the 
one we showed you for the worldwide program yesterday, it relates 
only to the military assistance program. In the top chart you will 
notice that we show the value of the program in terms of funds. We 
show the value of the 1950-54 program, then we show the value of 
last year’s program, fiscal year 1954, then the proposed 1955 program, 
and then what the total woul l be for 1950-55. Those are broken down 
into materiel, which in turn is broken down into equipment and sup- 
plies, and further broken down into other materiel charges. As I 
explained yesterday, the latter are largely rehabilitation and repair 
charges. 

Then we have the training programs in terms of funds alone, and 
finally other charges, which are packing, crating, handling, and 
transportation. 

Now, we take in the second chart just below that 

Mr. Vorys. Now, before you leave that “programs of $13,516 mil- 
lion,” how much of that is delivered; a half? 

General Srewarr. Yes, sir. I show that in the next chart. 

Mr. Vorys. Excuse me. 

General Stewart. In the next chart we show by Army, Navy, and 
Air Force, “shipped,” and “still to be shipped.” 

I think I have to stop at this point and explain what we mean by 
“excess,” there. The Congress has authorized us to ship from excess 
materiel, not to exceed its cost at procurement, of $1,400 million, and 
to do this without charging it against the appropriated funds for 
this particular program. 

Therefore, when we try to show you the value of what we have 
shipped, we have to show it under the “excess” and that “charged to 
appropriation.” 

Now, “excess military equipment” is that equipment which is over 
and above the equipment required to equip our own forces and to 
maintain the mobilization reserve as established by the proper officials 
who handle that matter. 

In other words, after all that is done, if we have some equipment 
over and above that, it is excess to our needs and we may use it under 
this provision of the law. 

Mr. Provry. That is $1 billion something, you said ? 
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General Srewarr. That is the total value of what it cost when the 
United States first bought it, sir. It doesn’t create any new charge or 
require any new appropriation. 

The only cost to the appropriation is the cost of rehabilitating, 
packing, handling, and crating. 

Now, we go back to that same chart. We have in the 1950 to 1954 
program—I am speaking of the European area, now, not the world- 
wide—charged to the appropriation and shipped $5,223,100,000 worth 
of equipment. In addition thereto, we have shipped $477 700,000 
worth of excess equipment. 

Now, on approved programs funded by the Congress—not some- 
thing we are asking for at this time, for the future—there still remains 
to be shipped chargeable to the appropriation, equipment valued at 
$6,679,700,000 and in addition thereto, $20,700,000 worth of excess 
equipment. 

Now, the next entry in that same chart simply shows you what part 
of the 1954 program is chargeable to appropriations, and what is 
made up from excess: $1,113,200,000 of the 1954 program for Euro- 
pean countries is chargeable to the appropriation. 

Mr. Zastocki. Why is the figure different there than it is in the 
chart above, $1,351 million, for fiscal year 1954¢ ‘The totals are 
different. 

General Stewart. Well, the chart above, sir, takes in some things 
besides equipment. You will notice that it is broken down. This is 
dealing only with equipment, this particular column here. I think 
you W ill find it will check right out. 

In the 1954 program, in ‘addition to the money chargeable to the 
appropriation, the equipment valued originally at $3,800,000 and now 
declared excess, is included in the program. 

We are asking for $420,900,000 for materiel for fiscal year 1955. 

The bottom chart shows a statement in the most understandable 
form we could make it, of our training activities, and Mr. Chairman, 
I would like to make this statement about our training: We have 
brought to this country many thousands of foreign students. They 
stay over here attending our schools, our military schools, anywhere 
from a couple months to 18 months. It is my opinion—and I was 
delighted to read a remark made by the President in which he ex 
pressed the same thought—that this is probably one of the best long- 
range things we are doing today. These young men are usually the 
best of the military personnel of the countries who send them here. 
In many of the countries they will in future years occupy important 
positions, not necessarily restricted to the military. If, in living in 
this country and living with our people and seeing us as we are in 
our own country and our own homes, they become friends of ours, we 
have a long-range investment there that should pay off in friendship 
and understanding for the next 30 or 40 years. We are aware of this 
and are taking many steps in all of our installations where these men 
go to see that “they are given a chance to see us as we are, and to live 
with us. We encourage our own students to take them home for the 
weekend. We arrange for them to go to atheletic contests in the area, 
such as football games. When they travel we try to make them travel 
on a railroad train or a bus, because we want them to see how big this 
country is and how long it takes to get across it, and what it is made 
up of. 
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Down at Maxwell Field, for instance, to give you an indication of 
what we are doing, they have arranged for the Chamber of Commerce 
of Montgomery to give every foreign student who comes to Maxwell 
Field a passport which explains who he is, has his picture in it, how 
glad we are to have him in our country, and urges all people to treat 
him aceordingly. The thing has worked wonderfully. These men 
go into a store—not necessarily in Montgomery—and they can’t speak 
the language. They pull out this passport, and people take care of 
them. 

I could go on for many hours telling what we are trying to do, but 
it is an extremely important thing for the future of this country. 

In this last chart on that same page—— 

Mrs. Borron. Could I ask one question ¢ 

Mr. Vorys. Yes. 

Mrs. Bouron. How many come without speaking English, and what 
do you do with them ? 

General Srewart. I couldn’t give you a factual answer, but one 
of the qualifications that we try to enforce is that they have at least 
an understanding of basic English conversation. 

In that connection I might say that we have in our training some 
of these language laboratories. We bought a few of them. They are 
these setups where through tape recordings a language is played in, 
a man can repeat it, then they play it back to him. It is amazing the 
progress a man makes in understanding. I believe those cost about 
$5,000 or $6,000. They are about a 12-station unit. We figure that 
if we could prevent the failure of one pilot who had completed half 
of his flying course—he might be a borderline case who would fail 
because of a misunderstanding of something his instructor said—we 
could buy several dozen of these with the money we save. 

Mrs. Boiron. Have you ever been in contact with Dr. T. A. Richards 
in the Harvard Language School ? 

General Stewart. I have not; no. 

Mrs. Bouton. I believe it would pay you to get into contact with 
the group who has that in charge. 

General Stewart. Thank you. 

That chart shows in the best way we now figure out our activities. 

We have formal training where we actually set up a space in the 
schools. We have several other types of training. We send mobile 
training teams to the countries who actually stay several months in a 
country and give instruction in the country. We have people from 
industry who go out and stay, perhaps, a year and give instruction in 
the operation and maintenance of very complicated types of equip- 
ment such as fire-control radar, and finally, we have a limited number 
of orientation trips, where senior officers in other countries come over, 
and we expose them to our schools, because we have found in our 
Army, if the senior man is not in sympathy with what the younger 
man has learned, the younger man doesn’t get very far in putting it 
into effect. 

But by exposing the senior officers to some of these new develop- 
ments and new techniques, the men who go back and actually put 
on instruction get much more done. 

Tn the first column, we show the spaces programed. In the second 
column, estimated value of those spaces if all of them are filled, and 





149 


the complete instruction is carried out. It doesn’t mean we have 
expended that exact amount, but that is the cost. 

e have spaces completed and the ones completed at the preseut 
time, the ones we expect to complete in 1955. We are bringing the 
training down, not because of a lack of importance, but because, by and 
large, when we shall have completed what we have now programed 
and funded, we will have met our original commitment which was to 
train sufficient of these people to permit them to set up their own 
schools. 

Westill have a lot of training to complete, but in new funds, we are 
not asking anything like what we asked in previous years. 

Mr. Chairman, that is one of our charts on the European area, as a 
whole. We have one other chart to go with it. I would be very 
happy to try to answer any questions that anyone wants to raise on that 
chart. 

Mr. Vorys. Are there any questions on that chart ? 

I have just one question. As in the case of materiel, of which you 
haven’t shipped half, you have spaces completed, 22,000, and spaces 
programed, 20,000. That indicates you have only gone about halfway 
In your training program; is that correct ? 

General Srewarr. Yes, sir. 

Mr. Vorys. Well, could I ask this, in general, General, before you go 
to other things: What is the explanation for the lag, both in shipments 
and in training? Here are 36,000 planned for 1950-54, and 22,000 
got trained. Here, up at the top, was $12,900 million for a program, 
and $5 billion of it was shipped. What is the explanation for the dif- 
ference between program and performance / 

General Srewart. Mr. Chairman, I think I have been asked that 
question at every level of government many times. I will be very 
happy to give you the best answer I have. 

Speaking of materiel alone—not training, at the present time— 
the delivery performance is not something that anyone connected with 
this program wanted or is happy about. We have made many ef- 
forts to analyze the details in each service and determine why it 
doesn’t move faster. There are some very clear facts as to why it 
doesn’t move faster, and then there are some other factors that are not 
so clear. 

In the ones that are perfectly clear, you have $2.2 billion tied up in 
offshore procurement contracts that are just beginning to make de- 
livery. That creates a terriffic amount of money undelivered. You 
have a program for Germany. We have had some money set aside 
for Spain; we have some money set aside for some things we intend 
to do in the Middle East. 

We have had some money set aside for Japan, against which we 
could not make a delivery. They were programs, but due to the fact 
they hadn’t been ratified, we actually could make no physical deliv 
eries. So we have been held up in that. 

Another fact is that when you get down to actual items, trucks and 
guns, we have a pretty good performance. But when you get into 
things like spare parts, tool kits, tool trucks, they represent a lot of 
money, but it is awfully hard to get your hands on it and get something 
done about it, because spare parts running into millions of line items in 
the three services are involved. You can’t go and just grab it and say, 
“Deliver it.” 
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We have tried to run it on a requisition basis, whereby we know, ac- 
cording to our own usage factors, how much we should provide for, 
but we tried to make the other man ask for it against a certain level! 
thet we agree to maintain in his depot. That has not worked very 
well. And when you try to speed up or get deliveries, accounting for 
literally millions of what some people call bits and pieces, we know it 
is needed, but we can’t seem to make it move. 

( Discussion off the record. ) 

General Strewarr. All I can assure this committee of is that at the 
highest levels of the Department of Defense, very vigorous action has 
been going on for months to find out what these answers are and 
getting something done about them. We even have at the present 
moment a m: ajor study on the status of a great many individual items 
in each service, showing how many they have, where they are, how 
many in depots, how many are requisitioned, how many are due 
MDAP, and what can be done on it. Out of that, we still hope to 
make a major improvement in these deliveries. 

Mrs. Bouron. lew many are manufactured abroad ¢ 

General Srewarr. The biggest part of the offshore procurement is 
inammunition. It is a very expensive item. 

Mrs. Bouron. Not spare parts? 

General Srewart. No; I can tell you something about the manu- 
facture of spare parts abroad, if you want to take the time. 

Mrs. Boiron. Not now. 

Mr. Vorys. I think we went into that yesterday. 

General Srrwarr. I did, slightly. It is not many spare parts unless 
we have the original item coming from abroad. 

That is about the best explanation I can give you on our performance 
and delivery. 

Now, on the training of these students- 

( Discussion off the record.) 

General Srewarr. If you will turn to page 14 of that same book, 
still talking only of Europe, we have, in general terms, there, artillery 
ammunition and other types of things delivered and still to be 
delivered. 

Mrs. Borron. We went into that some yesterday, did we not ? 

General Srewarr. Worldwide, yes. It is the same chart on a 
European basis. 

As you look on page 14, section III, we have for the European area 
the same chart you were shown yesterday on a worldwide basis, show- 
ing a number of items, showing the quantities shipped and to be 
shipped. The same thing was shown before, except this time in terms 
of items, instead of money. 

The 1954 program, in terms of items and value, and the proposed 
1955 program. It is made up for Army items, Naval items, and Air 
Force items. 

Mr. vo RYS. Now, one other question: The last couple times I have 
been in Europe, I have heard off the record over there, when I talk 
off the record with some of the people, some of our allies, wondering 
about the slowness of their buildup, they say, “W. e have the bodies 
ready if you will ship the stuff you have promised us.’ 

How about that? 
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General Stewart. That is true in individual instances of certain 
small units. A fair statement generally is that our deliveries have 
not held up the activation of the forces our friends have agreed to 

raise. There are such things as a battalion of 155 self- propelled artil- 
lery that is on a list that the country could raise. They haven’t raised 
it because we haven’t delivered that particular item. But there are 
no major units being held up because of our performance in deliveries. 

I think, as a general statement, no one can say the buildup i 
Europe has been delayed by our failure. 

If our friends had raised the troops that we envisioned 4 years ago, 
I am afraid we would be very embarrassed if we hadn’t done better 
than we have done. It has balanced itself out. We started out with a 
big idea, and their failure has compensated for our slowness. 

Mr. Vorys. All right, proceed. 

General Srewarr. Mr. Chairman, this is my program. I am the 
military program man. Here is the picture European-worldwide, 
showing how the Department of Defense stands on its deliveries. We 
have ex xactly the same information country by country. I can do any- 
thing you desire, sir. 

Mr. Vorys. Would the committee be willing to turn to the chart 
for France? 

Let me say this, as we proceed—at page 28 in the new book it shows 
(security deletion) has been supplied and there is only (security de- 
letion) for fiscal year 1955, for France. 

General Srewarr. That is page 28 in this top secret book that I just 
passed out. 

(Discussion off the record.) 

General Stewart. May I explain that chart / 

Mr. Vorys. Yes. 

General Srewarr. This is the first time the committee has seen a 
force chart. Page 31 of the top secret book. We made this chart up 
in the hope of giving this information in the most understandable form 
we could. You will note in the left-hand column we have the Army, 
Navy, and Air Force. Now, in order to handle units, we used only 
divisions, and battalions, or the equivalent of battalions. You can't 
add up a lot of truck companies and ordnance companies without get- 
ting a room full of charts. 

In the Navy, we broke it down to combatant ships, support vessels, 
maritime aircraft, and other aircraft, and in the Air Force, frontline 
aircraft, and I call your attention to this, where we have the figure 
we have also a figure in parentheses opposite frontline aircraft. 

The figure within the parentheses is squadrons. The figure outside 
is actual aircraft. And then we have the attrition aircraft. 

Then we have forces in being. Those are forces in being in the coun- 
try at December 31, 1953. In a number of cases, we are not in this 
program contributing to all the forces of a country, so that we con 
tribute toward—in other words, the JCS force basis—does not neces- 
sarily correspond to the first column in every country. 

The second column—— 

Mr. Vorys. I don’t quite get that JCS force basis. 

General Srewarr. Let me explain it in one country, sir. The 
United Kingdom has many obligations throughout the world, the Brit 
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ish Empire, Great Britain, beyond NATO. The only forces we are 
assisting the United Kingdom with, let us say, are NATO forces. 
Therefore, she might have—I don’t remember what she got, but she 
might have a certain number of divisions over in this first column. 
But when you get to the JCS force basis, which is the basis for which 
we make contributions, it will be much, much less than their total 
forces. 

Now, the same stands true to a lesser extent of some other coun- 
tries. The Belgians have a few troops in the Belgian Congo, and 
when you get over in the Far East, you will find the same situation 
in some places. 

(Discussion off the record.) 

General Stewart. I believe if you will let me get through the chart 
you will see the relationship over here, sir. 

The second column is the basis upon which we are allowed to pro- 
gram. We show under “Funded for fiscal 1950-54” the units for 
which the Congress appropriated, and we programed funds. It does 
not necessarily mean that we completed all requirements, but we did 
have those units in the forces that the Congress funded for us. 

In the next column, we have the new units for fiscal year 1955 and 
in the final column, the total units that this program deals with for 
this particular country. . 

The remarks in the center, there, are very abbreviated descriptions 
of what the total 1950-55 program is expected to do. 

Now, you come over to the right-hand side where you get your 
annual review figures. Now, France, at the annual review, here—and 
I believe this will explain your point, Mr. Chairman—agreed that at 
the end of calendar year 1954, she would have a certain number of 
divisions in being. [Security deletion.] That is the reason for 
the figures in the JCS. 

Now, France is actually obligated formally to have that many divi- 
sions. The next column, the provisional figures, is exactly what it 
says. That is what they think they will do. 

(Discussion off the record.) 

General Stewart. Now, those are the columns, and, of course, the 
figures in them show the information. All of our topics for NATO 
countries on the force basis will be like this chart. Outside of NATO 
they will be slightly different. I will be happy to try to answer any 
questions. 

(Discussion off the record.) 

Mr. Provury. Would you explain the support units on page 31? 

General Srewarr. An infantry division is composed of certain spe- 
cific forces—generally, in our Army, 3 regiments of infantry, 4 bat- 
talions of artillery, and then it has an engineer battalion and a medical 
battalion, and so forth. 

That is calculated to make that a complete, rounded, fighting unit. 

Now, when you combine several divisions there arises a need for 
additional units to support the division in combat. The combat units 
take the form generally of additional artillery battalions under corps 
and Army control. When a division is making a special push they 
will put several additional battalions in back of them to support them. 
You get back into your line of communications activities, where you 
have truck battalions, ordnance repair battalion, ammunition han- 





153 


dling companies, stevedore companies, harbor craft companies—they 
just run into literally thousands of units, all of which are required to 
make a combat unit at the'front capable of sustained combat. 

Now, the units we refer to here are those types of units that are re- 
quired to complement the divisions themselves, if the divisions are 
going to be effective. 

We have combined all types of units into battalions or battalion 
equivalents, in order to have a uniform unit of measurement. It also 
includes in many cases antiaircraft battalions that guard airfields 
and things like that. That is what we mean by support units. 

Mr. Provry. Thank you. 

Mr. Vorys. General, we are going to have to quit in a few minutes. 
We have had Mr. Merchant and Mr. Ringer with us. We would be 
glad to have any comments or wise observations they would care to 
give us in the next few minutes to add to our fund of knowledge. 
Before we do that, General, I notice a new item for France and ap- 
parently it is uniform, throughout. Look at page 33. “Cost of in- 
duction per serviceman,” “Annual maintenance cost, 1207”—I pre- 
sume that is translated into dollars—would you be able to have some- 
body go through the book and get that sort of figure. It seems to me 
if it were done worldwide or areawide, it could be taken out of the 
secret classification, and then get us the similar figure for an Ameri- 
can serviceman. That figure, I always try to get it every year, is ex- 
tremely helpful in attempting to get our Congress to visualize the 
possible economy involved in having somebody else besides Americans 
ready to participate in a common struggle. Would that be possible? 

General Stewart. I believe it would, sir. It is certainly physically 


possible and I know of no security reason why we couldn't do it. 
(The information requested is as follows:) 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., April 12, 1954. 
Hon. JoHN M. Vorys, 
House of Representatives. 

Dear Mr. Vorys: The information concerning pay and allowances requested by 
you in the hearing on April 9, 1954, is forwarded herewith. In accordance with 
your desires, the data is presented as averages for the European, Near East and 
Africa, Far East and Pacific, and the Latin American countries. 

The pay and allowances of one country in each category and of the United 
States is included as an illustrative example and for comparison. 


EUROPEAN COUNTRIES 
Average pay scale (in dollars and United States equivalent ranks) 


CN cers cic ctapoeunw tens ae Second lieutenant_-_- 

Lieutenant general Warrant officer 

SE MONO Geiss netic neg 379 Master sergeant 

Brigadier general 304 Technical sergeant._...-......._~-_- - 
Colonel 92 Staff sergeant 

Lieutenant colonel 53 Corporal 


First lieutenant 


Average cost induction per serviceman__.-..--.-..------~- aac iehaiei asin enes $309 
Average annual maintenance cost 
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ILLUSTRATIVE EXAMPLE 


France—Pay scale (in dollars and United States equivalent ranks) 


Allow- | 
ances 


Bas 
ances 


Total Base | Allow- 


General... 
Lieutenant general 
Major general 
Brigadier general 
Colonel 
Lieutenant colone] 
Major 

Captain 

First lieutenant 


Second lieutenant _.- 7 78 
Warrant officer 

| Master sergeant___. jf 133 
Technical sergeant 

Staff sergeant 65 

Corporal_. 

Private, first-class 

Private 

Recruit 


by b3 to te ty te 
MSE SBAW 


| 


x 


: Not available 


Cost induction per serviceman, $279; annual maintenance cost, $1,207. 


Near Hast and Africa—Average pay scale (in dollars and United States 
equivalent ranks) 

Gems cn asse Leal j 367 | Second lieutenant________- 
Lieutenant general________~-.~ 2 230 | Warrant officer__________ 
Major general____~_- . 215 | Master sergeant__..__ 
Brigadier general__ “ 206 | Technical sergeant_- 
Colonel “ a a 150 | Staff sergeant 
Lieutenant colonel.........-........... 134 Corporal_-_- 
Major__-_ he a -_.-...-. 99] Private, first class__ 
CE eh. Si eae . 78 | Private 
First Heutenant___-_---~-~. dices tet d TE ccsinatitnibhs stcserpietilen incense 


Average cost of induction per serviceman______~- 
Average annual maintenance cost. ~~ 


Ethiopia—Pay scale (in dollars and United States equivalent ranks) 


Allow- | m... ace, | Allow- 
ances | Total 7 ances 


Base 


Total 


General. ) Second lieutenant 31 
Lieutenant general 1) | Warrant officer __- 

Major general ‘ I 375 || Master sergeant-- 

Brigadier general 1) 250 || Technical sergeant 
Colonel 1 136 || Staff sergeant 
Lieutenant colonel 100 || Corporal... 

Major i 69 Private, first class 
Captain 44 1) 44 Private 

First lieutenant 38 i 38 || Recruit 


1 Officers furnished vehicles and quarters by Government. 


Far East and Pacific—Average pay scale (in dollars and United States 
equivelent ranks) 


Gendenl...«.cdetie dno : 570 | Second lieutenant _-- 
Lieutenant general __- <+ cone 432 | Warrant officer_- 
Major general____— = . 461 | Master sergeant 
Brigadier general __-- ; 862 | Technical sergeant_- 
Colonel__-_- ah? aia ‘ 857 | Staff sergeant 

Lieutenant colonel 281 | Corporal 

IE cscs ease : 270 Private, first class_______ 
Captain aie stoi licens: dendnental BE RO cee wemqnan ‘ 
First Heutenant__-_~_- dh tao ieeciagntinetn ns Gnataeteh te 


Information on induction costs and annual maintenance costs not available 
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Thailand—Pay scale (in dollars and United States equivalent ranks) 


Base 


Allow- 


ances 


General 
Lieutenant general 
Major general 
Brigadier general 
Colonel 

Lieutenant colonel 
Major 

Captain - 

First lieutenant 


Latin America—Average pay 


General 

Lieutenant general 
Major general__- 
Brigadier general 
Colenel .nctisdise adhd 
Lieutenant colonel 
Major 

Captain 

First lieutenant 


5OO 
4) 
335 
260 
215 
157 
117 

80 


KK 
do 


Allow 


Total Base Total 


ances 


930 Second lieutenant 
760 Warrant officer 
620 Master sergeant 
499 Technical sergeant 
395 || Staff sergeant 

282 | Corporal 

204 Private, first class 
140 Private 

100 Recruit 


scale (in dollars and United States equivalent 


ranks) 


942 | Second lHeutenant_ 
_..| Warrant officer 
882 | Master sergeant 
742 | Technical sergeant 
406 | Staff sergeant__ 
836 | Corporal aiid 
287 | Private, first class 
239 | Private 

191 | Recruit 


Information on induction costs and annual maintenance costs not available 


Brazil—Pay scale (in dollars and United States equivalent ranks) 


Allow- 


ances 


General 
Lieutenant general 
Major general 
Brigadier general 
Colonel 
Lieutenant colonel 
Major. 

Captain --- 

First lieutenant 


United States— 


General_- : 

Lieutenant general___-__-~_ 
Major genera]______-_- 
Brigadier general__ ~~ 
Ce cncemictnnen es 
Lieutenant colonel 

Major 

Captain 

First Heutenant 


Sincerely yours, 


Total : Allow 


ances 


1, 064 Second lieutenant 


Pay 


Warrant officer 
850 ster sergeant 
640 Technical sergeant 
480 || Staff sergeant 
400 || Corporal 
340 Private, first class 
290 Private 
240 Recruit 


and allowances (in dollars) 


, 181 | Second lieutenant 


181 | Warrant officer____ 
181 | Master sergeant___~-~ 


, 018 | Technical sergeant__- 


855 | Staff sergeant__-__- 
701 | Corporal . 
627 | Private, first class__- 
53 Private__- _ 

415 | Recruit_- 


G. C. STEWART, 
Major General, United States Army, 
Director, Office of Military Assistance 
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ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., May 20, 1954. 
Hon. JOHN M, Vorys, 
House of Representatives. 

Dear Mr. Vorys: The following information supplements that previously fur- 
nished the committee concerning maintenance costs of United States service 
personnel : 

The cost of maintaining an average United States serviceman is: 

Average based on fiscal 

year 1953 experience 

(per annum) 

(a) Military personnel costs, United States only_.....---.---------- * $3, 182 
Includes: Pay; statutory and station allowances; special 
quarters allowance for enlisted men; travel for military per- 
sonnel; clothing or allowance in lieu thereof; inducting and 
separating personnel; food or allowance in lieu thereof; wel- 

fare and recreation programs for enlisted personnel. 
2 26 


(b) Maintenance and operations_ : 2, 290 


Includes: Maintaining and operating training facilities, air- 
fields, depots, stations, and barracks; headquarters and com- 
mand operations; maintenance and operation of material in- 
cluding spare parts, fuel, repair labor costs, storage and issue 
costs. 

Excludes: Cost of equipment; cost of items for Reserve com- 
ponents ; costs of industrial mobilization; and costs of research 
and development. 

Total average maintenance cost 

(c) Approximate added cost overseas____..---_-----~--- 


Total average maintenance cost overseas 
On an average basis of military personnel costs, maintenance of a United 

States serviceman in France is approximately three times that of a French 

serviceman in France. Adding the maintenance and operations costs, the ratio 

is about 2 to 1. 

Sincerely yours, 

LYLE S. GARLOCK, 
Deputy Comptroller. 


1 This amount includes an average of $55 in combat pay. 
2 This added cost averages out at a relatively low rate since a substantial part of the 
local maintenance costs of the forces in occupation zones are defrayed by foreign budgets. 


General Stewart. I would like to call the attention of the commit- 
tee to the chart on page 33, which is in here just to answer that type of 
question. We have the pay schedule, we have the length of militar 
service, we have the total personnel strength of the forces of each 
country, with the percentage of regular forces that are involved, and 
then we have over here the number of people we have in our military 
assistance advisory group in each country. 

Mr. Vorys. Are these allowances monthly—$94 for a first lieuten- 
ant? 

General Srewarr. Yes, sir, that is the monthly pay of the grades in 
this particular army. 

Mr. Vorys. If you could get for unclassified purposes, one giving 
as much detail as you believe would be safe, and there must be much 
of this that is public information. 

General Stewart. I think we could do it for an average country and 
we may be able to do it for individual countries. 

Mr. Vorys Well, not necessarily individual countries, but Middle 
Kast, Far East, and so forth, and then perhaps a specimen country 
in each one, and then, of course, also in terms of military service where 
there is no security on it. 
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General Srewarr. This chart is classified largely because of the 
strength figures included on it. 

Mr. Vorys. I think the chart is very interesting. It is a new one 
to me and is very helpful. 

Mr. Merchant, do you have anything to say? You have been listen- 

g patiently. I wanted you and Mr. Ringer to feel free to speak 

hen we went to strictly economic situations. 

Mr. Mercuant. I have nothing to volunteer, Mr. Chairman. 

Mr. Vorys. Mr. Ringer—— 

Mr. Rineer. I only want to say that since coming to Washington 
last fall, I have studied things as well as I could and have traveled 
over most of Europe exc luding Italy, Spain, and Yugoslavia. 

I think the program for next year is a reasonable one. It is the 
minimum one to assure continuance of United States influence and 
leadership in Europe. I have felt in my travels that undoubtedly 
the progress made has enabled these European countries to sus stain 
an economic recovery that is going to enable them to maintain the 
defense effort. 

Mr. Vorys. Thank you very much, Mr. Ringer. 

The committee will stand adjourned until Monday at 10 o’clock. 

(Whereupon, at 12:55 p. m., the committee recessed to reconvene 
at 10 a. m., Monday, April 12, 1954.) 


45700—54——11 








THE MUTUAL SECURITY ACT OF 1954 


MONDAY, APRIL 12, 1954 


House or RepreseNTATIVES, 
CommMitrere ON Foreign AFFatrs, 
Washington, D.C. 

The committee met, pursuant to call, in room G—3, United States 
Capitol, at 10:12 a. m., Hon. John M. Vorys presiding. 

Mr. Vorys (presiding). The committee will come to order. 

We have with us this morning, Dr. D. A. FitzGerald, Deputy Direc- 
tor for Operations, Foreign Operations Administration, who will give 
us a report on the use of agricultural commodities in foreign opera- 
tions, and the proposals for the fiscal year 1955. 


STATEMENT OF D. A. FITZGERALD, DEPUTY DIRECTOR FOR OPERA- 
TIONS, FOREIGN OPERATIONS ADMINISTRATION 


Mr. FrrzGeratp. Thank you, Mr. Chairman. If it is agreeable with 
you and the committee, Mr. Chairman, I would like to summarize 
briefly the several programs that are being undertaken during the 
current fiscal year, for the use of surplus agricultural commodities, 
and then discuss briefly the prospects and proposals for next year. 

During the current fiscal year, it is estimated that we will use slightly 
over $500 million worth of agricultural commodities and agric ultural 
supplies under the mutual security program for fiscal year 1954. 

Of this total, about $440 million represents surplus agricultural 
products, and $67 or $68 million nonsurplus products, mostly sugar, 
fertilizer, and insecticide. 

Of the $441 million worth of surpluses that are expected to move 
under the regular program, some $211 million will move under the 
provisions of section 550. 

I will discuss that particular activity a little more in detail in a 
moment. 

Mr. Morano. You are talking about fiscal year 1954? 

Mr. FrrzGerravp. I am talking about the current fiscal year. 

In addition to the use of agricultural surpluses under a part of the 
regular economic assistance or defense support, and in connection with 
section 550 during the current year, we conducted two other programs 
which involve the use of surplus agricultural commodities, financed 
with mutual security funds. 

The first of these is the East German food program into which some 
5.6 million packages of food were distributed in the first phase of the 
program to the hungry people of East Berlin and East Germany, and 
a special Christmas food program under which some 60 million pounds 
of United States food products were distributed to 4.5 million families 
in Western Europe, the Near East and Latin America during the holi- 
day season at the end of last year. 
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Now, those four programs, if I may refer to them that way—the 
regular defense support assistance, section 550, the East German food 
program and the special Christmas package food program were 
financed with mutual security funds. 

In addition, there were several other programs that were conducted 
or are being conducted during the current year involving surplus 
agricultural commodities with which the Foreign Operations Admin- 
istration has certain operating responsibilities and I will mention 
those briefly. 

The first of these was the shipment of surplus agricultural com- 
modities—in this instance, wheat or flour, valued at $914 million, un- 
der Public Law 216. That was the law passed by the Congress at 
the last session authorizing the President to use stocks of agricultural 
commodities held by the Commodity Credit Corporation to assist 
friendly people in meeting famine or other urgent relief purposes. 
Programs for three countries, Bolivia, Jordan, and Libya, were car- 
ried out under the authority of that law, involving approximately 
85,000 tons of wheat and wheat flour valued at about $9.5 million. 

Another program which was carried out during the current fiscal 
year is under Public Law 77, which authorizes shipments of up to 1 
million tons of wheat to Pakistan, in order to meet the emergency, 
if not famine conditions, pertaining in that country as a result of 
two successive short crop years. 

Just over 600,000 tons of that wheat has been shipped with a value 
of approximately $65 million. 

The amount, the quantity, if any, which will be shipped under the 
remaining part of that authorization is still to be determined in con- 
siderable extent upon out-turn of this year’s grain crops in Pakistan. 

A final arrangement using surplus agric ultural commodities, again 
wheat, has just ‘been completed i in respect to Spain, under which the 
Department of Agriculture will sell to Spain some 300,000 tons of 
wheat at a dollar ‘value of $20 million, the Spanish paying for that 
wheat in pesetas, with the Department of Defense or other agencies 
of the United States Government buying the pesetas from the Depart- 
ment of Agriculture for dollars at such time as those other depart- 
ments need pesetas for their programs in Spain. The principal pro- 
gram in Spain, of course, which the United States is largely financing, 
is the base construction program, and it is anticipated that in the course 
of the next year or two, the Department of Defense will have need for 
and will buy from the Commodity Credit Corporation, the $20 mil- 
lion worth of pesetas which the Spaniards are currently paying for 
the 300,000 tons of wheat. 

Mr. Apatr. Do I understand, Mr. FitzGerald, then, that that second 
transaction to which you refer will probably be between the Depart- 
ment of Defense and the Commodity Credit Corporation ? 

Mr. FrrzGeravp. That is right, sir. It not only probably will be, 
itis. It has been arranged and shipments have now started. The sale 
to the Spaniards will be made from Commodity Credit Corporation 
stocks. Some 25,000 tons will be delivered directly by the Depart- 
ment of Agriculture through the Commodity Credit Corporation, in 
Spanish ships. The rest will be sold through commercial trade 
channels, to Spanish importers. That program is in operation, now. 
Treasury is acting as agent for CCC in holding the pesetas. 
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Mr. Apair. Where will those pesetas be held, in Spain? 

Mr. FirzGeratp. Yes, sir, in a Spanish bank. 

Mr. Apatr. To the account of the Commodity Credit Corporation ? 

Mr. FrrzGera.p. Yes, sir. 

Mr. Chairman, that summarizes, briefly, the program using sur- 
plus agricultural commodities with which the Foreign Operations A.d- 
ministration has had some connection during the last 12 months, the 
current fise ‘al year. I can either stop for questions on the current 
year’s program, now, or summarize briefly 1955, if you wish. 
~ Mr. Vorys. I think it would be better, if the committee is agree- 
able, if you proceed with the outlook for fiscal year 1955, and ‘then 
we will have questions. 

Mr. Morano. May I ask a question on this before we proceed ¢ 

Mr. Vorys. Mr. Morano— 

Mr. Morano. Mr. FitzGerald, Mr. Cooley, the ranking member of 
the Committee on Agriculture, made a statement on the floor of the 
House, regarding the so-called Operation Reindeer, and I think you 
mention it here this morning. I think it is the same thing you are 
talking about. It says, “Spec ‘ial Christmas food program. 

Mr. FirzGrrap. That is the same program. 

Mr. Morano. I am just going to quote: 

So bold is the great director in the misuse of Federal funds, and so filled with 
the spirit of St. Nick, that he actually named it “Operation Reindeer”— 
and so on. 

Will you describe exactly what was done, and whether or not it was 
a misuse of Federal funds under the law. 

Mr. FirzGerrap. I can describe what was done. 

Mr. Morano. Are you familiar with Mr. Cooley’s statement ? 

Mr. FrrzGeratp. I am, indeed. The program, in the opinion of 
the Executive, was definitely proper and appropriate under the pro- 
visions of the legislation. The particular legislative provision which 
was used, which ‘authorized this kind of a program, is section 513 (b) 
of the Mutual Security Act of 1953, which authorizes the President to 
use up to $100 million of funds authorized by the act for such purposes 
as he considers in the interest of the security of the United States, 
without regard to the formal provisions of the legislation, and par- 
ticularly that same legislation indicated that in the House of Repre- 
sentatives Report 569, on the Mutual Security Act of 1953, in referring 
to this section, the committee said : 

This does not mean that this section must be administered on a country-by- 
country basis. Situations might arise requiring special expenditures to carry out 
the purposes of this act where no specific country will be the recipient. 

In the case of the special Christmas package food program, it was 
no specific countries which were recipients of the assistance, although 
we do know to what countries the Christmas packages were shipped. 

Mr. Morano. Are you at liberty to disclose the countries you ship- 
ped to and give a little more detail on exactly what was done? 

Mr. FrrzGeraw. Yes, indeed. 

Mr. Morano. Did the Foreign Operations Administration consult 
with this committee before such action was taken? If you need to, 
and if so, did you? 

Mr. FirzGeraup. Mr. Wolf can correct me on this, but as I under- 
stand it, the legislation requires the President to notify both this 
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committee and the companion committee in the Senate when any ac- 
tion is taken under section 513 (b), and this committee and the Senate 
committee were so notified, sir. 

Mr. Morano. And the Comptroller General didn’t raise any ques- 
tion about the payment ? 

Mr. FirzGeravp. No, sir. 

Mr. Morano. Now, Mr. Chairman, if we can briefly go into the 
countries—— 

Mr. Vorys. Mr. Morano, perhaps this is the right time to do it, be- 
cause questions have been raised about that, but Mr. Chiperfield had 
a staff study prepared some time ago before any questions were raised 
on the floor, as to the purpose of the program, the details of what was 
done, and that is available to all of our membership. This was sent 
to each member of the committee, and the letter apprising the chair- 
man of the intention to carry out this program was sent, I think, back 
in September, or at least quite a while ago. ae 

As far as Mr. Chiperfield’s investigation, and the staff investigation, 
and my own consideration of the matter is concerned, there was no 
possible violation of law. It is a matter for the committee to consider 
as to the wisdom and effectiveness of the program. We can go into 
it more fully later. 

I wondered if you and the other members of the committee were 
familiar with this staff study and whether it might not be sufficient to 
incorporate it in the record? 

Mr. Morano (interposing). Does it contain the names of the coun- 
tries who were the recipients? 

Mrs. Boron. Yes. 

Mr. Vorys. The countries were listed, and whether the distribution 
was arranged by the Government or by volunteer agencies, and what 
part of it was distributed by the United States Armed Forces, and 
the number of packages per country is set forth. 

I wonder if it wouldn’t be better if we go on—if it is agreeable to 
you and the other members of the committee—to get the proposals for 
the ensuing year, and then to make available and possibly insert at 
this place in the record, a complete statement of the matter, or to 
come back to it a little later. 

Mr. Morano. That is all right. I just wanted to get a statement of 
policy from Mr. FitzGerald as to whether or not this type of program 
did carry out the provisions of the law insofar as our mutual security 
is concerned, and whether they intend to continue it. 

Mr. Vorys. Would you care to do that, at this time? 

I think we are all anxious to have the same thing, and I have a 
number of questions, and I know we all have, about the past year’s 
program. I thought it might be well to get before us the complete 
story before we get too far into interrogations. 

Mr. Zasvockt. Mr. Chairman, I don’t believe it would go too far 
afield if we had a statement of policy at this time. 

Mr. Vorys. Give such a statement, Doctor. 

Mr. FrrzGeravp. With respect to the special food package program 
during the holiday season, it 1s the opinion of this agency, and I think 
of other agencies of the Government, that the use of some $15 million 
of mutual security funds for that purpose was very beneficial to the 
security interests and concern of the United States. One of the weak- 
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nesses of some of the previous programs, in the opinion of Governor 
Stassen and others, was that although the United States provided 
enormous economic assistance to many countries—particularly to the 
European countries—a great many individual citizens in those coun- 
tries did not realize or appreciate the fact that such assistance had 
been given. He may have been working at a job that had been created 
by the result of the economic assistance given the country. He wasn’t 
conscious of the fact and didn’t appreciate the importance to him, as 
an individual, of the aid that had previously been furnished from the 
United States. 

On the other hand, there were in certain European countries, par- 
ticularly Italy and Germany—to a lesser extent, Spain—very con- 
siderable numbers of unemployed and low-income people whose stand- 
ard of living was low, who were likely to be more susceptible to the 
blandishments of the Communist regime, Communist subversion, and 
it was particularly to give to those persons some concrete token evi- 
dence of United States interest in them, in their well-being, and in 
the hope for further improvement in their standard of living and in 
their opportunities for work and employment that this program was 
particularly directed. It was concerned with creating a climate of 
good will for the United States, and in combating in a particular, 
special way, the propaganda of the Communists, and the Communist 
Party. 

In addition to sending over—making these shipments, which were 
very carefully controlled, which were distributed most equitably in all 
countries, Governor Stassen sent over four teams of private citizens 
to be on hand when the food was distributed or the packages were 
distributed, to observe the effectiveness and the adequacy of the pro- 
gram. ‘Those four teams came back after the conclusion, or after the 
early part of the operation, and reported exhaustively and enthusias- 
tically about the program and its effect. They felt it was an extremely 
constructive and useful program, particularly in that it also con- 
tributed in passing to some slight amelioration or use of foods that 
were in more than ample supply in this country. 

Mr. Morano. Thank you very much. 

Mr. Vorys. Now, may we defer further interrogation on this and 
get the outlook for fiscal year 1955? 

Mr. FrrzGrratp. Our projections for the fiscal year 1955, Mr. Chair- 
man, contemplates the use of some $250 million worth of surplus farm 
products under the program for the next fiscal year. That compares 
with an estimated use under the program this year, and excluding the 
special programs, of $441 million. ‘This obviously represents a reduc- 
tion. 

Mr. Fuxuron. What is that figure? 

Mr. FrrzGrratp. Surplus agricultural products expected to be used 
under the mutual security program during the current fiscal year, out- 
side of the special programs, the Christmas package program and the 
East German program. An estimated $250 million worth of surplus 
agricultural products are anticipated to be used next year. Now, I 
am sure the committee will want to know about the time and the mag- 
nitude of the estimated use. 

The reason, of course, is primarily and in fact exclusively that our 
total nonmilitary assistance projected for 1955 will be substantially 
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lower than it was during the current fiscal year, particularly in 
Europe where this year the overall program of military and economic 
assistance for Europe is a little over $2 billion, and next year it is 
expected to be under $1 billion. 

Juring the current fiscal year, out of that total available dollar 
assistance, including end-item ‘ackaataalis of over $2 billion, nearly 
$250 million will be used for surplus eae products. During 
the next fiscal year, projected for fisc al year 1955, some $55 million 
worth of surplus agricultural commodities will be used in the Western 
European program. 

Mr. Furron. What is that figure again, please ? 

Mr. FrrzGrrarp. $241 million for fiscal year 1954, and some $55 mil- 
lion estimated for fiscal year 1955. 

Mr. Morano. That is for Europe? 

Mr. FrrzGrratp. That is for Europe only. 

Mr. Furron. This program of United States agricultural products 
will drop from $241 million to $55 million between 2 fiscal years? 

Mr. FrrzGeravp. And the total program drops from over $2 bil- 
lion to less than $1 billion, and the nonmilitary program drops from 
some $324 million down to $90 million. There is a 72-percent reduc- 
tion in the non-end-item assistance being furnished to Europe in fiscal 
year 1955, as compared to actual magnitude of the assistance furnished 
in fiscal year 1954. 

Mr. Vorys. But of the entire program, there is roughly $1.5 billion 
in military end items and the rest of the program, $2 billion, is non- 
military incharacter. Perhaps you are coming to that. Do you mean 
that of the $2 billion nonmilitary, that the amount that could be ful- 
filled by the use of agricultural products has been reduced to $440 
million, worldwide ? 

Mr. FrrzGrratp. That comes back to what you include in the mili- 

tary and what you exclude from the military program. I believe it has 
been generally agreed that the direct defense support contemplated 
for fiscal year 1955, which is primarily major items for Indochina, 
was properly and logically classified as military assistance. If you 
take even the first two of the categories contained in the proposed 
legislation for fiscal year 1955, namely military mutual defense as- 
aan e, and direct forces support, the total of those two is about 
2.5. 

Mr. Vorys. Of which $1.5 billion is what we have always called 
military assistance ? 

Mr. FrrzGrratp. That is correct. 

Mr. Vorys. And about $1 billion is what we haven’t called military 
assistance, and it is directed largely to direct troop support. One of 
the things troops need for support is to eat, and I had thought that 
possibly a vast amount of direct troop support could be furnished 
directly or indirectly out of agricultural surpluses. 

As long as the committee and all of us understand the items we 
are talking about, then we can discuss it further. I didn’t mean to 
interrupt, but so far in your statement, before I interrupted you, you 
were talking just about ‘Europe. 

Mr. FirzGerarp. That is right. 

Mr. Vorys. In Europe vou expect the use of agricultural commod- 
ities to drop from $242 million down to $55 million ? 
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Mr. FrrzGrravp. That is correct. As the assistance from which sur- 
plus agricultural commodities could be purchased will drop from $ S324 
million during the current fiscal year to $90 million in fiscal year 1955 
it is estimated that $55 million will be used for surplus agric ultural 
commodities, or about 60 percent of the total of assistance available 
for Western Europe in fiscal year 1955, to be used for the purchase of 

surplus agricultural commodities. 

Mr. CarnaHan. How does that percentage compare with fiscal year 
1954? 

Mr. FirzGeravp. In fiscal year 1954, the total available was $324 
million, and surplus agricultural commodity purchases were $241 
million. That is about 75 percent. 

Mr. CarnaHan. That is down, percentagewise. 

Mr. FirzGeracp. It is down slightly, percentagewise, yes, sir. 

Mr. Fuiton. May I ask a question, the answer to which may be 
supplied later? 

Mr. Vorys. Yes. 

Mr. Futon. I am strongly opposed to cutting these United States 
surplus commodities in the foreign-aid program. I want to increase 
the use of these surplus commodities to $1 billion. Can you, at a 
later date, submit us figures that will show what the program would 
be, with the military and the other nonmilitary items, providing there 
is $1 billion worth of agricultural surpluses in the fiscal year 1955 
program? Can you remake the program and let us have a view at 
what it would be on that basis? 

Mr. FrrzGrravp. Yes, Mr. Fulton. 

Mr. Vorys. Proceed, Dr. FitzGerald. 

Mr. FrrzGrrar. Some of the impact in the suggestion Congress- 
man Fulton just made is implied in the next few comments I am going 
to make. 

We have, in setting up our illustrative program for the fiscal year 
1955, included in that program the maximum quantity of surplus 
agricultural commodities that can be effectively used in achieving the 
purposes of the mutual security legislation. I don’t know, Mr. Chair- 
man, whether you would wish to go down the proposed program in 
detail—perhaps you might want to reserve that for executive session— 
but we have examined each country program, and we have included 
in that country program, as part of our financing, the maximum 
volume of surplus agricultural commodities that can be used in con- 
nection with that particular program, if the objectives of the mutual 
security legislation are to be given primary consideration. 

Mr. Fuuron. And provided that you don’t upset any of the current 
trade patterns, is that what you mean? Ts that limitation on, too? 

Mr. FrtzGeravp. If you don’t substantially upset any of the current 
trade patterns, that is correct, sir. 

Mr. Morano. Mr. Chairman, there is one paragraph I would like 
to have explained in Dr. FitzGerald’s statement. It seems the para- 
graph was skipped over. The last paragraph under Outlook for 
Fiscal Year 1955. It begins with “On an overall basis.” Will you 
explain exactly what you mean by that, in figures? 

Mr. Vorys. I think I interrupted you before you got to that. I 
know we will be glad to have that. 
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Mr. Morano. In other words, you say one-half of the total mutual 
defense support, and one-third, and so on. Will you explain what 
you mean by that? 

Mr. FrrzGirrawp. Yes, sir. 

You will remember that in the presentation made by Governor 
Stassen at the first session of this committee, he listed, by major types 
of programs, the amount of money to be used for mutual defense as- 
sistance, for direct forces support, for mutual defense, for develop- 
ment and relief and rehabilitation. 

Mr. Morano, Do you have those figures ? 

Mr. FrrzGrrartp. The table to which he made reference and to 
which I now make reference, sir, is I, page 2, volume 1. 

For mutual defense assistance and for direct forces support, it is 
not anticipated or believed that any surplus agricultural commodities 
can be used in carrying forward those programs amounting to $1,580,- 
000,000 for mutual defense assistance, and $945 million for direct 
forces support. 

The next item is mutual defense support, of $223 million. We an- 
ticipate that about one-half of that item may be furnished in surplus 
agricultural commodities. I am referring you now to the paragraph 
about which you asked the question, sir. 

The next item is “Relief and rehabilitation,” which is largely Korea, 
and we expect that about 20 percent of that total may be furnished 
from surplus agricultural commodities. 

Mr. Morano. That is the $241.3 million. 

Mr. FrrzGrravp. That is right. 

The next item “Developmental assistance,” $306.4 million, of that 
we estimate about one-third of that program can be furnished in 
surplus agricultural commodities. 

Mr. Morano. Of what does that principal consist? 

Mr. FrrzGrratp. The commodities, sir? 

Mr. Morano. The general. 

Mr. FirzGeratp. The Big Four, bread grains and coarse grains, 
cotton, fats, and oils. 

Mr. Morano. What was that? 

Mr. FrrzGrraup. Bread grains and coarse grains, cotton, fats, and 
oils. 

Mr. Morano. As I understand it, that total would be $250 million, 
plus? 

Mr. FrrzGrravp. That is correct. 

Mr. Morano. And that is your program for 1955, which, of course, 
excludes the special—— 

Mr. FrrzGerap (interposing). That is correct. 

About half, if I may just summarize it, of the $223 million; about 
20 percent of the $241 million, and about one-third of the $306 million 

can effectively be furnished from surplus agricultural commodities. 

Now, the technical cooperation, of course, that is personal services 
and demonstration supplies and equipment, and there are no surplus 
agricultural commodities, of course, in that classification. 

Mr. Morano. Thank you very much. 
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(The prepared statement of Mr. FitzGerald is as follows:) 


USE OF AGRICULTURAL COMMODITIES IN THE FOREIGN OPERATIONS 


During the fiscal year 1954, it is estimated that the Foreign Operations Admin- 
istration will have used a total of $507.8 million worth of food and agricultural 
commodities in its regular programs that are financed from mutual security 
funds. Of this total, $440.9 million represents surplus products, and $66.9 non- 
surplus products, mostly sugar and fertilizer and insecticides. 

Of this total, $211 million worth of surplus agricultural products will have 
been sold to friendly foreign nations for local currencies, under section 550 of the 
Mutual Security Act of 1953. 

In addition, other special food programs financed from mutual security funds 
were: 

1. East German food program by which some 5,600,000 packages of food were 
distributed in the first phase of the $13.7 million program to the hungry people of 
East Berlin and East Germany under Soviet domination. 

2. Special Christmas food program under which some 60 million pounds of 
food valued at $12 million were made up to some 4% million family-size pack- 
ages and distributed to the neediest peoples in friendly nations during the Christ- 
mas season, 

In addition to the above programs financed from mutual security funds, the 
following programs, financed from other sources, involving surplus wheat were 
administered by FOA: 

1. Under Public Law 216, 84,200 tons of wheat and wheat flour valued at 
$9.45 million were furnished to alleviate threatened famines in Bolivia, Jordan, 
and Libya. The dollar value breakdown is as follows: 

Bolivia : $8 million, or 72,000 tons of wheat and wheat flour; 
Jordan: 2 million, or 10,000 tons of wheat; 
Libya : $250,000, or 2,200 tons of wheat. 

2. Under Public Law 77, somewhat over 600,000 tons of wheat have been 
shipped to relieve threatened famine in Pakistan. The total value of these ship- 
ments is approximately $65 million. 

In addition to the above programs, approximately 300,000 tons of wheat valued 
at $20 million is being sold to Spain for pesetas by the Department of Agriculture. 
These pesetas will be used to pay local currency costs in the construction of 
military facilities in Spain. 

Detailed papers are attached on the (a) East German food program; (b) 
special Christmas food packages program; (c) Pakistan wheat program; (d) 
programs under Public Law 216 for Bolivia, Jordan, and Libya; (e) the sale 
of wheat to Spain. 

From this summary, you can see the effective use that is being made of our 
surplus commodities to further increase the security and well-being of the free 
world. The total value of all the above programs amounts to some S607 
million, which means that United States surplus products are playing an active 
part in United States foreign operations, amounting to an average daily use of 
$1.5 million of these products which otherwise might be in idle storage. 


OUTLOOK FOR FISCAL YEAR 1955 


In the coming fiscal year, the Foreign Operations Administration plans to 
make the maximum feasible use in its programs of surplus agricultural products 
consistent with the achievement of the security goals. It is expected that $250.3 
million worth of surplus farm products will be used. This estimated total is 
down $190.6 million from the estimated total of $440.9 million for fiscal year 
1954. This is so because the total request for mutual security funds is sharply 
down. 

The largest decrease in requests for funds is in Europe. The several requests 
for fiscal year 1955 are $947.7 million, in contrast to $2,121.4 million for fiscal 
year 1954. As a consequence, it is expected that the total use of surplus food 
and agricultural commodities in Europe next year may amount to $55 million as 
against $241.75 million in the current fiscal year. This anticipated drop of $186.75 
million represents almost the entire overall drop of $190.6 million in the use 
of surplus goods and agricultural products between fiscal year 1954 and 1955. 

In the fiscal year 1954, the total worldwide commodity aid program amounted 
to $1.2 billion. Of this total $441 million, or slightly over one-third, will have 
been used to finance surplus farm products. 
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On an overall basis for fiscal year 1955, we anticipate that about one-half of 
the total mutual defense support program, almost one-third of the development 
assistance program, and about one-fifth of the relief and rehabilitation program 
for Korea will be used to finance the use of United States surplus farm products, 


ATTACH MENTS 


In addition to the briefing papers on the special food programs referred to 
above, there are attached: (a) A table showing the estimated total use in fiscal 
year 1954 of surplus food and agricultural products by commodities and by 
geographical areas; (b) a table summarizing by commodities and countries the 
total procurement authorizations issued for agricultural products under section 
550 up to March 31, 1954. This totals $155.7 million. For the entire fiscal year 
ending June 30, 1954, the estimated section 550 sales program total is $211.6 
million. The difference of $55.9 million represents programs currently under 
negotiation with friendly foreign countries, which will be announced as soon as 
the agreements are completed. 


Iistimated use in fiscal year 1954 of surplus food and agricultural products under 
mutual security programs by commodities and geographic areas 


{In millions of dollars] 


Latin 
America 


¥ Total, all IE : : 
Item onan tries NEA | Far East 


Europe 


Food and agricultural! imports surplus:! 


Bread grains. - 
Fats and oils 

Meat — 
Dairy products... 
Fruits 

Coarse grains_- 
Cotton ----- i 
Tobacco_.-.--- 


124. 2! 
62. 
20. 
1. 
15. 

40. 6 
139 


35. 
17. 3 


15. 
15. £ 
92. 
36. 8E 


36. 85 


Total surplus 440. 90 241. 75 30. 55 165.9 | 


7 1 Includes commod it ies recom! mended as surplus within the meaning of sec. 550 of the Mutual Security 
Act of 1953. 
Sec. 550 sales program procurement authorization issued as of Mar. 31, 1954 


{In millions of dollars] 


Afghani- | 


Item 


Kingdom 
stan 


United 
Finland 
Formosa 





Bread grains 
Petpend oils. J. .......-.1. 22...) 


3.0 | 
10.0 
Seiaienmedirns 
1154.6 | 15.0] 2. 
Besa 
1155.7 | 15.0 | | 14.9 | 


i | ' ¢ | | 





Total commodities 
Transportation 














BRIEFING MATERIAL ON SPECIAL Foop Programs * 
I. EAST GERMAN FOOD RELIEF PROGRAM 


Following the June 17 uprisings in East Germany in the summer of 1953, it 
became evident that food was short in the Soviet Zone of Germany and Bast Ber- 
line. On July 4, Chancellor Adenauer, in a letter to President Eisenhower, de- 
scribed the concern of the Federal Republic of Germany over this shortage. The 
Chancellor expressed the hope that the United States would participate with the 
Federal Republic in making food available to the people in the Soviet-occupied 
areas. 


1 Excludes sec. 550 which is the subject of another briefing paper. 
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On July 10, the President replied that the United States Government would 
join immediately in furnishing needed food to the hungry people of East Germany. 
At the same time, he offered to the Soviet Union, as occupying power, food for 
East Germans valued at about $15 million and made up of items of high nutri- 
tional value. He explained that “because of its position as an occupying power 
in Germany, my Government has a legitimate interest in the welfare of the people 
of Germany.” 

On July 11, the Soviet Government rejected this proposal. On the same day, 
the President annoui ced that the offer of food to the East German people, in 
their distressed situation, would stand. 

On July 17, the President announced that $15 million worth of United States 
food would be made available for distribution to the East German population, 
under the provisions of section 513 (b) of the Mutual Security Act of 1951, as 
amended. He determined that use of mutual security program funds for this 
purpose was important to the security of the United States. 

FOA initiated procurement of food at once, and late in July the first consign- 
ment of American lard, flour, and dry milk arrived in Germany. Other shipments 
which followed included canned milk, dry beans, canned meat and cottonseed oil. 
The Federal Government of Germany accepted responsibility for the food and 
earried the cost of handling it thereafter. 

On July 27 the distribution of food parcels started in Western Berlin. The 
Soviet and East German authorities reacted violently against the program, but 
the distribution continued. Food parcels were given to every resident of the 
Soviet Zone and Erst Berlin who crossed the border between East and West 
Berlin or applied turough a representative. 

Some of the food came from supplies in Western Germany, to be replaced later 
by United States shipments. By October 10, or in a little over 2 months, over 
5% million parcels containing nearly 18,000 tons of food and averaging about 614 
to 7 pounds each, had been distributed. It was estimated that nearly one-sixth 
of all Germans under Soviet domination had benefited. 

The first phases of the program, which involved massive distribution of food 
packages, ended on October 10, when buildings and facilities used as distribution 
centers were released for opening of schools. A scaled-down program was then 
initiated for the continued distribution of United States procured food so that 
minimum assistance would be available over the winter months until warm 
weather set in. 

To the unskilled East Zone worker, packages for a family of four represented 
about 40 percent of a month’s wage. On the basis of the East Zone food ration, 
the content of each package was the equivalent of the food ration of an adult 
for about 10 days, but even more important from a dietary point of view, it pro- 
vided the equivalent of a ration of fat and animal protein for 1 month. 

The $15 million available for the East German food relief program has been 
programed for the procurement of flour, lard, cottonseed oil, soybean oil, canned 
meat, evaporated and condensed milk, nonfat dry milk solids, dry beans, raisins 
and ocean freight to port of destination. Over $8.5 million of the food purchases 
were utilized up to January 1, 1954. 

The program has been unusually successful, not only from a humanitarian 
standpoint, but because it gave the people on the other side of the Iron Curtain 
tangible and undeniable evidence that the West stood with them in a time 
of crisis. 

The following table gives the commodity composition of the program: 


East German food relief program 
{In millions of dollars] 
Commodity 


Wheat flour 
Fats and oils 


Dairy products 
Dried beans 
Dried fruit 
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Il, SPECIAL FOOD PACKAGE PROGRAM 


This program carried out in fiscal year 1954 provided for the distribution of 
some of this country’s food to less fortunate people in 20 countries in Europe, 
Latin America, and the Near East. Most of the food was shipped in consumer- 
sized packages to be assembled later as a family gift package. Heavy paper 
bags (stamped with the FOA clasped-hand emblem in color) were provided for 
the family food package assembly and distribution. The packages ranged from 
1014 to 1314 pounds. 

About 60 million pounds of food were purchased which provided about 4% 
million family-sized packages of food. At least 31% million families in Spain, 
Italy, Austria, Federal Republic of Germany, and Greece received these gift 
packages through arrangements made with their governments. About 650,000 
packages were distributed through arrangements with CARE, Hadassah, and the 
American Middle East Relief, Inc. Food equivalent to a little more than half a 
million packages was made available to the United States Armed Forces stationed 
in Europe for use in connection with the troops’ usual Christmastime contribu- 
tions for local groups such as orphanages, refugee camps, hospitals, etc. 

The foods procured for this program were prunes, raisins, dry beans, canned 
beef and gravy, rice, evaporated milk, shortening, honey, sugar, and cheese. 
Agricultural items held by the Government were utilized to the fullest extent 
and market purchases were made for items in abundant supply in the United 
States but not actually held by the Government. 

A program of $15.5 million was authorized by the President for this program 
under the authority of section 513 (b) of the Mutual Security Act of 1951 as 
amended. These funds covered the cost of the foods, ocean transportation for 
all of the shipments, costs incurred by CARE for packaging and a part of CARE’s 
other expenses. 

Distribution costs were borne by the recipient country and the voluntary non- 
profit relief organizations. CARE sent its packages to Finland, France, Western 
Germany, Greece, Italy, Netherlands, Norway, United Kingdom, Yugoslavia, 
Bolivia, Chile, Eeuador, Haiti, Panama, and Peru. Hadassah’s food was shipped 
for distribution in Israel and the American Middle Bast Relief, Inc., sent food 
to Lebanon. 

In approving this program the President determined that it was important 
to the security of the United States to share the food supplies of the United 
States with the peoples of friendly nations during the holiday season. The fact 
that section 513 (b) was intended to cover other than country programs was 
brought out in legislative history of the expansion of that section, i. e., the House 
of Representatives Report No. 569 on the Mutual Security Act of 1953 dated 
June 16, 1953, which in referring to this section stated, “this does not mean that 
this (the section) must be administered on a country-by-country basis. Situa- 
tions might arise requiring special expenditures to carry out the purposes of this 
act where no specific country will be a recipient.” 

The following table gives the commodity composition of the program: 


Special food package program 
[In millions of dollars] 
Commodity 
Shortening_- 
Sugar___- ead sree 
ORG ts now 
Meat ; 
Cheese_-_-~- i ea 
Evaporated milk 
Rice 
Dried beans 
Dried fruit 


Sr... :. 


Total 
Transportation, packaging and distribution and other 


Grand total 


oe eae 


= 
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til, PAKISTAN WHEAT PROGRAM 


Lack of rain in the 1951-52 season caused the wheat harvest in Pakistan to 
fall short of domestic requirements by about 800,000 long tons. The Government 
of Pakistan in 1952 obtained a little more than 800,000 tons of wheat by spend- 
ing much of its foreign exchange reserves, by bartering cotton, jute, and rice 
and through a $15 million loan from the United States by which they made out- 
right purchase of 162,000 tons of wheat. In 1953, another and more serious 
drought occurred and, in addition, there had been less irrigation canal water 
than usual for their winter wheat. On April 22, 1953, the Government of Paskis- 
tan officially requested emergency assistance from the United States Government 
in order to meet threats of famine. A food survey mission was sent to Pakistan 
under the leadership of Dr. Harry Reed of Purdue University; the purpose of 
the mission was to ascertain the need and to recommend the manner in which 
it should be met. 

Based on the Reed mission report, President Eisenhower sent a message to 
Congress on June 10, 1953, recommending a grant of wheat to Pakistan. On the 
same day, bills were introduced in both the House and Senate to cover the re- 
quired legislation and on June 25 the legislation was signed by President Eisen- 
hower as Public Law No. 77 of the 83d Congress. The basic feature of Public 
Law No. 77 is that during the period ending June 30, 1954, the President may make 
available to the Government of Pakistan 700,000 long tons of Commodity Credit 
Corporation wheat to alleviate starvation and mass suffering occasioned by 
famine conditions, and an additional 300,000 tons to provide such reserve supply 
as he may determine to be a necessary supplement to the emergency assistance. 

About 90 percent of the wheat distributed in Pakistan ends up in the hands 
of the consumer, the housewife, in the form of grain. 

It is expected that about $50 million in rupees will be realized from the sale 
of the wheat. Specific projects to be financed by the rupees will include: (1) A 
grow-more-food program; (2) extension of agricultural credit; (3) improved 
grain storage facilities; (4) the processing of agricultural products; and (5) 
four land-reclamation projects directed toward increasing food production. In 
connection with free wheat distribution a plan is in operation which provides 
work on famine relief projects for needy families. The amount of rupees to be 
spent on these projects is larger than the receipts expected; consequently, the 
Government of Pakistan will make up the difference. 

The wheat granted to Pakistan is saving several million people from starva- 
tion. In addition, this program has engendered a spirit of good feeling on the 
part of the Pakistani people toward America. During the past half-year Pakistan 
has given repeated instances of its stand with the free nations of the world and 
friendship for the United States. 


IV. PUBLIC LAW 216 


Public Law 216, 83d Congress, authorized the President to use stocks of agri- 
cultural commodities held by the Commodity Credit Corporation to assist 
friendly peoples in meeting famine or other urgent relief requirements. Ex- 
penditures under the law, which set a termination date for instituting new pro- 
grams at March 15, 1954, were limited to $100 million. Under this program, 
84,200 tons of wheat, valued at $9.45 million, are being furnished to alleviate 
serious food shortages in Bolivia, the Hashemite Kingdom of Jordan, and Libya. 
Bolivia 

During 1953 a sharp decline in the world price of tin precipitated a serious 
economic crisis. Since the Bolivian Government had virtually no financial re- 
serves, extraordinary assistance was urgently needed to cover foreign exchange 
costs of essential imports, primarily agricultural commodities. 

The President on October 5, 1953, authorized assistance to Bolivia in the 
amount of $5 million worth of surplus agricultural commodities under Public 
Law 216. 

The Bolivian Government indicated that its most urgent need was for wheat 
and flour, and it was agreed that the entire $5 million grant would be used for 
these commodities. On November 13, 1953, FOA authorized the first transfer of 
3,000 tons of wheat from the stocks of the Commodity Credit Corporation for 
shipment in November and December, Another authorization followed for 42,000 
tons of wheat, of which half is to be milled into flour in the United States. Ship- 


ments are scheduled at the rate of 4,000 tons of wheat and 3,000 tons of flour 
monthly. 
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By March 1954 it became apparent that wheat supplies transferred under the 
original program would not be sufficient to cover requirements during the sum- 
mer months. Accordingly, on March 15, the President amended his October 5, 
1953, determination to increase the total from $5 million to up to $8 million 
worth of surplus agricultural commodities, thus providing for an additional 
27,000 tons of wheat. 


The Hashemite Kingdom of Jordan 


The Jordan Government in early August requested aid from the United States 
in the form of a wheat grant. It had become apparent that the 1953 wheat crop 
in a large area was almost a complete failure. Moreover, the country was still 
suffering from the effect of the 1951 drought. The aid was approved by the 
President on September 2, 1953, and an agreement between the United States and 
Jordan was signed on October 20. In early November, about 10,000 tons of hard 
spring wheat at an estimated cost of $1.2 million were shipped. 

Libya 

A serious food shortage also developed in Libya following a severe drought. In 
December 1953, this country was declared eligible for assistance under Public 
Law 216. Shipment of 2,200 tons of wheat valued at $250,000 was made in 
December to relieve suffering in the famine-stricken areas. Local sales pro- 
ceeds from a portion of the shipment will be used to pay costs of development 
projects, particularly in the field of agriculture. 


Vv. SALE OF WHEAT TO SPAIN 


Spain, which in good crop years imports relatively small quantities of wheat, 
found that during fiscal year 1954 it would have to import very large quantities 
to replace a loss due to drought of over a million tons in the crop of 1953. 
Through Spain’s own resources, procurement of 875,000 tons was arranged. 
There remained, however, a shortage of approximately 300,000 tons to carry the 
country through to the next harvest, and it was apparent that the balance could 
not be financed from Spain’s own foreign-exchange resources or from mutual 
defense support except at the expense of other urgently needed imports. The 
Spanish Government urgently requested the United States to supply the wheat 
for Spanish pesetas and FOA undertook to find some method for doing so. FOA 
turned to the Departments of Agriculture and Defense with the suggestion that 
the Commodity Credit Corporation supply the wheat and hold the pesetas until 
they could be used in connection with base construction. After consultation 
between FOA and the Departments of Agriculture, Defense, Treasury, and State, 
it was agreed that the Department of Agriculture would sell $20 million worth of 
wheat (approximately 300,000 tons) to Spain for pesetas. 

The price to be charged for wheat sold directly by the Commodity Credit Cor- 
poration to Spain is the peseta equivalent of the International Wheat Agreement 
price level for specified grades and types. It is expected that the pesetas re- 
ceived will be utilized by the Department of Defense and other United States 
agencies for their expenditures in Spain, particularly the peseta costs of the 
military facilities construction program. As the pesetas are needed, they will 
be purchased from the CCC with appropriated dollars by the agency concerned. 

Because of the urgency of the Spanish need for wheat, about 25,000 tons were 
programed by the CCC for direct shipment in early April. The remainder of 
275,000 tons is to be supplied through United States private exporters, who will 
sell at prices set by competitive bidding and will instruct the Spanish importers 
at the time of sale to deposit the peseta proceeds to the account of the United 
States Government in designated depositories in Spain. In turn, the CCC will 
purchase the pesetas from the exporters at the time of deposit, and the Depart- 
ment of Defense or other Government agencies will, in turn, purchase the 
pesetas from the CCC over the next 2 years. 


Mr. Vorys. Now, have you completed your statement of what you 
intend to do? 

Mr. FrrzGeratp. I should like to discuss, now, very briefly, the 
status of section 550. 

We expect, as I indicated earlier—and these sales are included in our 
total—we expect to do a minimum of $212 million worth of transac- 
tions under section 550, 
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Mr. Vorys. Do you mean they have not yet taken place 

Mr. FirzGrrawp. As of March 26, $156 million worth of those trans- 
actions had been completed and finalized, and procurement authoriza- 
tions had been issued. You will see reference to these estimates in 
111-696, volume II. Procurement Authorizations issued as of March 
26. That is page 111-696. 

Mr. Morano. This is at the end of the book ? 

Mr. FrrzGeravp. Yes. 

Mr. Morano. The last page is it not? 

Mr. FrrzGeratp. Almost. It is the second to the last page. 

Mr. Morano. All right. 

Mr. FrrzGeratp. On page I1I-693, is summarized the anticipated 
program for the entire fiscal year amounting to nearly $212 million, of 
which, as I have indicated earlier, the amount completed and pro- 
curement authorizations issued as of March 26, amounted to almost 
$156 million. The balance of those estimated programs, plus some 
others, are still in the process of negotiation. 

Mr. Vorys. Now, Dr. FitzGerald, the question is being raised by 
some of my colleagues that we are in open session and this book is 
marked secret and this page is marked confidential. Now are you 
giving away any State secrets? 

Mr. FrrzGrraup. Not yet, [haven’t. Ihave been watching myself. 

Mr. Vorys. Well, we wonder what State secrets we will give away 
if we refer to the same material. Apparently we can’t refer to it but 
youcan. We would like to get this cleared up pretty soon as to what is 
secret about this, and why. 

Mr. Fuuron. How much of the book is declassified already? Be- 

cause evidently you are acting under instructions, so part of that book 
must be declassified, as the chairman points out. 

Mr. FrrzGrravtp. May I make two comments, Mr. Chairman ? 

Mr. Vorys. I would be glad to have somebody make a comment on 
this. 

Mr. FrrzGeraww. The declassified book will be ready Wednesday. 

Mr. Vorys. We have heard that for a long time and we certainly 
look forward to that happy day. 

Mr. FrrzGrrarp. No. 2, in this statement that you have before you, 
you will notice that the table to which I have made reference, the one 
on top of ITI-696, is identical with it and has been declassified. That 
shows the procurement authorizations actually issued as of March 31, 
and that is identical with the table at the top of page III-696. That i is 
why I was quoting from it, Mr. Chairman. 

Mr. Vorys. When we get all through, we find that there was $441 
million worth of surplus products programmed and $155.7 million 
worth have been authorized but not delivered up to March 31, is 
that right? 

Mr. FrrzGeravp. $155.7 million under section 550 has been author- 
ized and is in the process of delivery. 

Mr. Morano. Have you obligated the balance? 

Mr. FrirzGrerarp, Let me report this way: Of our total surplus 
agricultural business expected to be done during the current fiscal 
year under both the regular economic assistance and section 550, the 
total will be $441 million. Of that total, we expect $212 million to 
be done under the provisions of section 550, leaving $229 million to 
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be done as part of our regular economic defense support assistance 
to cooperating countries. "$441 million is our total estimate; of that 
$212 million to be done under 550. 

Of the $212 million to be done, $156 million has been completed. 

Mr. Vorys. Now, the total value of all the programs amounts to 
some $607 million. Can you give us an idea of how much of that is 
beyond the programing stage? Just as you have given it here for 
the section 550. We can then get the general idea before us. 

Mr. FirzGrrap. If you include the special programs, sir, nearly 
$440 million has been either completed or authorized. 

Mr. Morano. When you say authorized, you mean obligated ? 

Mr. FrrzGeraup. Yes. 

Mr. Vorys. I don’t quite understand what “authorized” means. 
We say that this committee authorizes—that is, we propose legisla- 
tion to authorize expenditures. Then, there are appropriations in 
accordance with those authorizations. 

Now, you’ve got the money, of course, for all of this $607 million. 
Has nearly $440 million worth of it been shipped ? 

Mr. FrrzGerap. No. 

Mr. Vorys. About how much has been shipped, has either gotten 
across the water, or started across? 

Mr. FrrzGrravp. Mr. White will give that estimate. When we 
use the term, “procurement authorization,’ Mr. Chairman, we mean 
obligation. The procurement authorization that we issue, authorizes 
the country to enter the sales pure ‘hase contract and that is the obli- 

gating document. When we say, “procurement authorization issued,” 
we mean funds obligated as of the date involved. In this instance, 
section 550 sales program, the funds obligated amounted to $156 
million. As of March 31, transactions negotiated amounted to some 
$156 million. 

Mr. Lannam. Mr. Chairman, did you get your question answered ? 
If you did, I didn’t hear it. 

Mr. Vorys. No, it isn’t answered, yet. 

The specific questions are to enlighten the members on how the 
things are going. I thought there were a lot of hungry people and 
we had surpluses and we were going to use them. I thought we had 
$221 million under section 550 that had been sold abroad for foreign 
currencies. I can’t find yet how much has actually been sold abroad 
for foreign currency. I find that 60 percent, only, of the famine 
wheat for Pakistan has been shipped, and I wondered whether these 
people aren’t very hungry, or what accounts for the lead time in 
something that shouldn’t take lead time. We wrestle with lead time 
in defense production but we don’t need any lead time on the pro- 
duction of surpluses because we are a way ahead on that. We have 
them all produced and in storage and running over. 

It must be something other than lead time that accounts for the 
delay after the money is made available to ship this stuff. 

Now. how much has been shipped ? 

Mr. FrrzGeravp. Under the provisions of 550, we can find out how 
much has actually been shipped, but of the $212 million program esti- 
mated for the current fiscal year, we estimate deliveries as of the end 
of fiscal 1954 will amount to $145 million. Shipments to take place 
in fiscal year 1955, mostly in the first 6 months of 1955, will amount to 
around $66 million. 
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Section 550, Mr. Chairman, is not a simple program to administer. 
It has a number of provisions in it that take time to negotiate and 
work out. 

As Congressman Fulton mentioned a few minutes ago, section 550 
requires that business done thereunder shall be in addition to usual 
marketing, and I think there are logical reasons why any business done 
under section 550 should be largely—not wholly—additional to the 
usual market. If it were not, the matter would be a program of sub- 
stitution rather than one of additional sales and consumption. 

The second provision of section 550 which takes time to negotiate 
and work out, 1s getting agreement with the country on what the sales 
proceeds in local currency are to be used for. 

Mr. Fuuron. And that is a defect, isn’t it ? 

Mr. FrrzGrraup. Most countries with only limited foreign exchange 
resources will not want to enter into a program under section 550 
without reaching agreement on what the local currency is to be used 
for. If the United States uses those local currencies in certain ways, 
it is equivalent to a dollar cost on the part of that country. 

For example, suppose the United States had some normal military 
troop pay or other expenditures in a European country and we ap- 
proached that country for the purpose of entering into a transaction 
under section 550 should be largely—not wholly—additional to the 
the local currency as part of our troop costs or other military expendi- 
ture costs in that country. The country concerned has to take a very 
areful look at that one because they had previously anticipated that 
they would be able to get dollars for those local United States expendi- 
tures, and they count those dollars in as part of their resources in 
working out their foreign procurement program. 

Mr. Vorys. Could we discuss the United Kingdom program and the 
information given to us in the big book, with regard to the 550 funds 
in the United Kingdom? 

Mr. Burteson. Mr. Chairman, would you permit me a question and 
a comment at this point? 

Mr. Vorys. I certainly would. 

Mr. Bureson. I think what Dr. FitzGerald just said points up the 
necessity of looking at this matter in an entirely different light from 
which we are approaching it at the moment. 

What he said about the administration of section 550 is definitely 
very true. Ihave no criticism of what has been accomplished because 
I don’t think they have had much chance. I give you an example. 
A man recently came to this country, a Mr. Afsaur, an Iranian, who 
wanted to buy each month, 4,000 bushels of wheat, 5 million pounds of 
fats and oils, 2 million pounds of cheese, and other surplus products; 
a lot of things we have in this country, and he wanted to. pay in rials. 
Well, all these problems arose: In the first place, our commodities, 
although they are surplus, cost a great deal more than what they will 
sell for in Iran. The 20 million people in Iran have a very great need 
but they can’t buy at our prices. 

All right, they have chromium and manganese in the ground in 
Tran. It is very expensive to mine and they have nothing except 
crude tools with which to mine it. So that points up this: It is not 
something we can quickly accomplish. It has to be long-range 
planning and we are not doing it. 
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Now, if I understand you, Dr. FitzGerald, we are approaching this 
thing on the same basis which we have approached it before, and 
unless we can get some other philosophies into it, I think we are just 
sitting here spinning our wheels. 

Mr. Chairman, I think this committee wants to take hold of this 
problem. If we want to meet an issue; if we want to take something 
down to the floor really worth while, then we must produce some- 
thing different than what we now have. I understand we want to 
retain jurisdiction of this feature of foreign aid, but we will not do 
so at this rate. 

Now, as I understand it, point 4 is now a part of FOA. It is di- 
vided up geographically. If we have to gear the use of surplus com- 
modities and these other materials to a military assistance program 
or any of the other conventional programs which we have carried 
on heretofore, I think we might as well abandon this whole idea 
around this table, here, and look elsewhere. The Committee on 
Agriculture will probably do it anyway. 

I think it is going to be done. As the chairman said the other day, 
I think we are going to have some sort of program presented to this 
Congress for the use of surplus commodities overseas, and I assumed 
we were to have it at this time. 

Mr. Fuuron. I presented one of $1 billion. 

Mr. Burteson. I know you mentioned that last year, and I agreed 
wholly with you. 

We are just dealing with a drop in the bucket here. It is not the 
fault of FOA. Iam not critical of that. It is the fault of this Con- 
gress; the fault of this committee, that we haven’t had a long-range 


comprehensive program to tie into something which carries a different 
philosophy than what we have had. 

Mr. Vorys. Well, Mr. Burleson, I believe that as to the action which 
the committee took the other day, there is nothing secret about it. I 
think we published that in a release from our executive session. That 
is that this committee voted to pore pees here of any plans 


the executive branch has for the use o 
overseas for the coming year. 

Mr. Burteson. Yes. Well, if I understand it, Mr. Chairman, they 
are planning on using a very small amount, $250 million, and it is 
still geared to the same type of program we have used in 550, or some 
other measures. It amounts to no program at all. 

Mr. Vorys. Well, each time Dr. FitzGerald has said that in accord- 
ance with the mutual security legislation, this is all that could be 
done. The mutual security legislation expires June 30, and any 
renewal of that or any other legislation is on this table for con- 
sideration. 

Therefore, this committee has a completely open mind for con- 
sideration of any and all programs for the use of surplus agricul- 
tural products overseas, by this country. 

Now, are you presenting to us just the FOA program or the program 
of the executive branch, Dr. FitzGerald ? 

Mr. FrrzGerarp. All I have presented to you so far, sir, is the FOA 
program. 

Mr. Vorys. Now, present the total program for the executive 
branch. 


surplus agricultural products 
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Mr. Burieson. Let me ask, Mr. Chairman, do you have a program 
to present in connection with point 4, or a comparable program out- 
side of this rather narrow concept we have had in the past? 

Mr. FrrzGreratp. Mr. Chairman, the executive branch does not 
have, fully refined, its proposals in connection with the use of agricul- 
tural surpluses abroad. I am in a position, if the committee wishes, 
and at such time as it wishes, to discuss some of the elements of that 
program and to point out some of the alternatives that the committee 
and the Government will be faced with. 

Mr. Vorys. I thik perhaps that should be discussed in executive 
session because the matter is uncertain at the present time. 

Mr. Morano. May I ask one question ? 

Mr. Vorys. Yes. 

Mr. Morano. Is it within the province of this committee to discuss 
an agricultural program outside the province of the objectives of 
mutual security? Can we legislate? 

Mr. Vorys. That is what we are here for. 

Mr. Morano. Outside the preamble of this law and what it says 
about mutual security. 

Mr. Vorys. There isn’t going to be any preamble unless this com- 
mittee acts on it so that it can be reenacted by June 30. 

Mr. Lanuam. I think he means probably the Committee on Agri- 
culture. 

Mr. Morano. What I mean is, can we take an all-comprehensive 
agricultural surplus program and include it in the mutual security 
law ? 

Mr. Vorys. We can only take that part which has to deal with our 
foreign affairs, and that part belongs to the jurisdiction of this com- 
mittee under the Reorganization Act, and I take it that the committee 
voted that we are going to attempt to present a program to the Con- 
gress on that subject. 

Mr. Javits. Mr. Chairman, may I make a request of the witness. 

Mr. Vorys. Yes. 

Mr. Javits. I would like to, for one, have produced for us an 
agricultural program which doesn’t represent a substitution for some 
part of the program of the administration with respect to mutual 
security. I get that distinct impression in many of the proposals 
which are made. I think that is the implication in Mr. Burleson’s 
proposal, that somehow or other we are going to use agricultural 
surpluses instead of money in some appreciable way, on this $3.5 
billion request for mutual security . 

I would like to request of the witness that he bring to us a use of 
agricultural surpluses, for the purpose of supplementing the mutual 
security program and buttressing it, for example, to enable some coun- 
tries in the free world to make the transition from a strictly agri- 
cultural economy to a more diversified economy, with the use of this 
additional help which we can give them through the use of our agri- 
cultural surpluses, rather than exclusively trying to drive these agri- 
cultural surpluses into the program in substitution for parts of the 
mutual security program which I consider essential to the security 
of the United States. 

Mr. FirzGeratp. We will be glad to do that. 
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Mr. Vorys. Are there other questions? Perhaps we should go 
around the table before we go into executive session, for other ques- 
tions that need to be asked at this time. 

Mr. Surru. Mr. Chairman, I would like to suggest, as we are talk- 
ing about the agricultural surplus problem, that we not only have a 
picture presented to us from one angle, but we should have the overall 
picture, and not only one phase of it. 

Mr. Vorys. I think that is correct. Let me remind any members 
who think this committee’s action in this matter is confined to a law 
that expires in June, that under Public Law 601, 79th Congress, the 
Legislative Reorganization Act, the jurisdiction of the committee on 
Foreign Affairs is: “Relations of the United States with foreign 
nations generally.” 

I don't need to read the details below. I thought it was the com- 
mittee’s purpose to dispose of agricultural commodities in “relation 
with the foreign nations gener: lly” and it was to be considered and 
acted upon by this committee. 

Mr. Morano. We have a law which came from another committee 
under which we sold agricultural surpluses to foreign countries, so 
there is a conflict. 

Mr. Vorys. That is right. It is either conflicting or concurrent 
jurisdiction, but as I understand, our committee intends to study and 
to act in this area. 

Mrs. Bolton, do you have any questions? 

Mrs. Borron. I have no questions. 

Mr. Vorys. Mr. Carnahan ? 

Mr. Carnanan. I have no questions, at this time. 

Mr. Vorys. Mr. Smith? 

Mr. Smrru. No questions. 

Mr. Vorys. Mr. Zablocki? 

Mr. Zastocki. No questions. 

Mr. Voryrs. Do other members have questions before we go into 
executive session ? 

Mr. Fulton ? 

Mr. Fuuron. The question comes up, of course, of the use of the 
power of the State Department in connection with the various agri- 
cultural sales from the United States, as well as the moving of agri- 
cultural a 

Now, the National Association of Wheat Growers has just com- 
ylained and asked for an investigation because the State Department 
I as assisted foreign competitors of our American farmers and proc- 
essors of agricultural products, by blocking the sales of American 
wheat, cotton, and apples abroad. 

Would you tell us what blocking has been done by the State Depart- 
ment, or the Foreign Operations Administration, on the sales of agri- 
cultural products abroad ? 

Mr. FrrzGrratp. Let me reply, sir, that while I wouldn’t be wholly 
familiar with al] of the possible activities in this field, we can speak 
with confidence insofar as section 550 is concerned. ‘There has been no 
blocking on the part of the State Department so far as we know. We 
have had discussions and there have been different points of view and 
the State Department has some serious considerations to take into 
account under section 550, but so far we have been able to work out 
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any differences we have had on any transaction. All transactions we 
felt appropriate under the legislation have been approved and gone 
forward. 

Mr. Fuuron. Have you stepped aside on the distribution of our 
United States agricultural surpluses under the FOA Act, in favor 
of foreign competitors, so that you have held your strength, rather 
than try to get rid of these products? 

Mr. FrrzGerarp. No, sir; we have not. We have done the reverse. 

Mr. Futron. In France and in Italy, the food supply for the lower 
groups is small. Have you had any plan under this mutual assistance 
program, of increasing the use of food supplies? Many of us with 
relatives abroad have families pleading to get food, while our people 
are sending all these arms. I have relatives outside of Paris, a French 
engineer and his wife both of whom have worked trying to support 
two children, and they certainly could use surplus United States 
food. One boy was threatened with tuberculosis. 

Now, for the Department to infer that everything is adequate and 
wonderful, it may be on certain levels but on other production levels 
in these countries, it isn’t. So I am one of those who wants to use our 
United States surpluses abroad to raise standards of living to keep 
them on our side and use them as a security and a diplomatic measure. 

Could you comment on that? 

Mr. FrrzGeravp. There are unquestionably millions and tens of 
millions of people in Western Europe whose diets are inadequate. 
Some of them are unemployed or unemployable. Others, or a great 
many of them, may have full-time jobs. The income they get from 
those jobs is simply inadequate to buy as much food, or even the mini- 
mum quantities of food that are needed for a healthful or nutritious 
diet. 

Mr. Fuuron. Then how can you say that this program should be cut 

2 percent in 1 year, on United States agricultural products, when 
there is this tremendous crying need all over the world from our 
friends in these democracies! If we assume either Truman’s or Presi- 
dent Eisenhower’s basis that it is the people who are on these starva- 
tion rations in the countries of our friends who are likely to turn Com- 
munist, I certainly think that the program is not adequately imple- 
mented unless we use about $1 crerarea worth of surplus foods in the 
foreign-aid program this coming yea 

Mr. FrrzGerab. Sir, if I may iameplite my statement, while that 
fact exists—and your experience as well as the experience of all the 
rest of us indicates that fact does exist—the solution of it is not as 
simple as the facts would suggest. The difficulty is more on the pur- 
chasing power of the consumers than on the supply of the commodity. 
There is plenty of food in France or in Italy or any other European 
country, or more food will be imported if there is an internal de- 
mand for it, but the internal demand does not exist. 

Mr. Fuuron. Now, could I ask you this: Up in my area I have moved 
8 to 10 carloads of surplus foods in, because we have 41,000 unemployed 
in the Pittsburgh area. Those people don’t have the purchasing 
power. But we are using it directly and screening it and passing it 
out in packages, that under the Agricultural Act of 1949 can now be 
made up. W hy couldn’t we proceed directly to these countries instead 
of going through all this redtape and falderal and through these 
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chancelleries. Why not present the program right to the people as we 
are doing in this country so these people know it is the United States 
citizens who are feeding them, and let’s feed them. 

To me it is all bound up. I will say this, that if it isn’t worked out 
well, on a basis of much more than arms, some of us so-called pro- 
gressives are going to look dimly at the program. 

Mr. Morano. Will the gentleman yield? Didn’t they do that in 
Berlin ? 

Mr. Fuuton. Yes, with the Christmas package program but it is 
always the Santa Claus business. Rather than saying we are giving 
you something for Christmas or for Easter, I think you need to come 
in here with a $1 billion surplus program. It should not merely be 
substituted, as Mr. Javits might feel was the fear on the regular pro- 
gram, but worked out directly, so that we proceed directly to feed these 
people who are producers but have no purchasing power. 

Mr. Somrrn. Will the gentleman yield? 

Mr. Vorys. Mr. Smith 

Mr. Suirn. If Mr. Fulton had listened I think Dr. FitzGerald gave 
him the answer. He said there was food there and there was no 
demand. Under the circumstances, what are you going to do? 

Mr. Furron. No demand? 

Mr. Smirn. That is what he said. 

Mr. Futon. There is no “effective” demand. When there are all 
these urgent demands for help, for the people with relatives here— 
and I am one of those who has them in various countries of Europe— 
we know that there is a demand. 

Mr. FrrzGerarp. There is a need. 

Mr. Fuutron. There is a need and there is a demand but they can’t 
satisfy it. 

Mr. Vorys. That is one of the things we want to look into. 

Mr. Harrison 

Mr. Harrison. Doctor, I notice that meat is $17,200,000 against 
tobacco that is about twice as much. Why is it that your meat is $17.2 
million and tobacco is $33 million ? 

Mr. Fuuron. And would you comment on the demand for tobacco ? 

Mr. Harrison. Now, let me ask the question. 

Mr. FrrzGeraxp. First of all, let me again mention to the committee 
that under section 550—I am not talking about other alternative pro- 
grams—under section 550 these commodities are to be sold at world 
prices. They are not to be given away but they are to be sold at world 
prices. They are sold for local currency at the appropriate interna- 
tional price. 

Now, in the case of meats, the United States prices are, generally 
speaking, higher than other international sources of supply so that the 
opportunity for making additional sales of meat products are rela- 
tively limited. 

In the case of tobacco, the situation is somewhat different. Certain 
classes of United States tobacco are in almost unique supply. Prices 
for those types of tobacco, world prices, are substantially the same 
as United States prices for the same types of tobacco. There is a re- 
quirement for, an effective demand for additional tobacco, with a 
United States mixture, consisting of the United States tobacco mix- 
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tures, and it has been possible within the limits of the legislation— 
and remember, gentlemen, they are fairly strict—to work out addi- 
tional business for tobacco. It has not been possible to work out more 
than $17 million worth of business on meat. 

Mr. Morano. One brief question, Mr. Chairman—— 

Mr. Vorys. Mr. Morano—— 

Mr. Morano. Has there ever been an instance where you have pur- 
chased a commodity of which there is a surplus in this country, in a 
foreign country, for resale or distribuition ? 

Mr. FrrzGeravp. No. 

Mr. Morano. Under any of these programs? 

Mr. FirzGeratp. We made some wheat purchases back in 1948 or 
1949 when transportation in this country was such as to limit the move- 
ment of American wheat to seaboard, but beyond that, of course, we 
are covered by, and we have to work within the provisions of section 
112 (d) of the old ECA Act, which requires these funds to be spent 
in the United States, for agricultural commodities which are declared 
surplus by the Secretary of Agriculture, so we have not bought any 
outside this year. 

Mr. Morano. You have bought no fats, oils, meats, dairy products, 
tobacco, and so forth, except those of which you speak ¢ 

Mr. FirzGerarp. That is right. 

Mr. Vorys. Now, Mr. FitzGerald, I would like to have an answer 
from you or from other members of the presentation team, to this: 
Recently on the floor of the House, during a debate on the State 
Department appropriation bill, members stated that in European 
countries and elsewhere our representatives were not making any effort 
to secure the purchase, the flow of agricultural products from this 
country. It was even said that they were disparaging such efforts. 
My thought was at the time that a lot of countries would like to buy 
stuff but they didn’t have dollars and the question was what they better 
use their dollars for, but can you answer—your men are all over the 
world—can you or the State Department people or anybody else com- 
ment on that accusation ? 

May I say that the proposal was that we should create clear across 
the world a new kind of agricultural surplus team that would do 
nothing else but try to peddle agricultural surpluses. 

It would seem to me that that proposal was not a wise one but in 
order for this committee or the Congress to weigh such a proposal we 
would have to know what the attitude of your agency is on this subject. 

Mr. FirzGrrap. Well, as far as Foreign Operations Administra- 
tion representatives abroad are concerned, Mr. Chairman, let me as- 
sure you that they are all conscious of the existing problems with re- 
spect to surplus agriculture commodities in the United States, and are 
instructed to and do keep always in mind the possibilities of using 
those surpluses in any program for which they have responsibility. 
This is my observation, that representatives of the Department of 
State abroad are also conscious of the accumulating supplies of agri- 
cultural surpluses within the United States, and are, within the limits 
of their knowledge and ability, attempting to get it effectively used 
abroad and sold abroad. t 





STATEMENT OF FREDERICK E. NOLTING, JR., SPECIAL ASSISTANT 
TO THE SECRETARY OF STATE FOR MUTUAL SECURITY AFFAIRS 


Mr. Nourtne. I would like to agree with Dr. FitzGerald in that. I 
know that efforts are being made. The missions abroad both of the 
State Department and the Foreign Operations Administration are 
very conscious of this problem and are working hard at it. 

Mr. Smrru. Dr. FitzGerald, did FOA have charge of the wheat 
shipment to Pakistan last fall? 

Mr. FrrzGeratp. Yes; we handled the procurement and movement 
of the wheat. 

Mr. Smrrn. What was there to the newspaper accounts to the effect 
that that was badly handled and some scandal connected with it? 

Mr. FrrzGerawp. Very little, sir. 

Mr. Smiru. Do you mean very little scandal? 

Mr. FrrzGerarp. Very little scandal and very little bad handling. 

Now some wheat which was on the docks in Karachi and not under 
cover did get rained on because of an unexpected and unusual rain in 
Karachi. That wheat has been moved off the docks and is moved un- 
der cover and the net loss of it was very small indeed. We are sending 
over to Pakistan to review the status of the program and to look into 
any cases of poor handling or judgment, one of the staff from our 
agency who will be leaving shortly. 

Now, Mr. Hardesty, who is directly in charge of the administration 
of that Pakistan wheat program, is here and I know will answer any 
other questions that you may have. 

Mr. Vorys. Would you care to comment on that, Mr. Hardesty ? 


STATEMENT OF M. N. HARDESTY, SPECIAL ASSISTANT TO THE 
DIRECTOR, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Harpesry. I would be glad to answer any specific questions on 
any specific things. There are some questions I would prefer not to 
answer In open session. 

Mr. Vorys. We will go into executive session shortly but we would 
like to have as much of the statement as can be made at this time. 

Mr. Smiru. There were charges in the public press that the situa- 
tion in connection with this matter was scandalous. 

Now, what did your investigation disclose? If you can’t answer in 
public, let’s reserve it for executive session. 

Mr. Harnesty. I can give a categorical “no” to that question in 
public, 

Mr. Smrru. How do reports like that originate ? 

Mr. Harpesry. There is evidence that there is an element of com- 
munism connected in the background of it. 

Mr. Smrru. Those were accredited press reports. 

Mr. Harprsty. Yes, sir, I know that. I have them here. 

Mr. Smrrn. Do you mean that the New York Times has some sub- 
versives on their reportorial staffs who send out false reports of that 
kind ? 

Mr. Harvesry. No, sir, I wouldn’t imply that at all, but I do imply 
that certain statements were made in the New York Times which 
quoted other people, which were based on inaccurate information. 
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Mr. Smiru. There were reports subsequent to that to the effect that 
Harold Stassen was going to take care of the matter. Now, there 
must have been something t to take care of. 

Mr. Harpestry. Well, sir, having been in charge of the program I 
am aware that there have been about 5 or 6 instances of the kind that 
you mention. If you will name any specific instance, I believe that 
T can give youa specific answer. 

Mr. Smiru. I can’t give you a specific instance. 

Mr. Harpesry. Well, perhaps I can name one for you. One of the 
criticisms was a statement that was made to the effect that certain 
Pakistani officials’ were dealing in wheat on the side, and making 
money for their own pockets. We had a categorical statement from 
the Pakistan Government that not one bushel of American wheat had 
entered that channel in any way and that they had kept direct control 
on it from the time that a ship was docked until it got into the hands 
of the consumer. 

I might say that there are about 80,000 villages in Pakistan. It 
would be impossible for Americans per se to observe in all 80,000 vil- 
lages. The wheat is unloaded under guard. It is bagged in the hold, 
and the boxcars are sealed. There has been no pilfering according to 
an official statement from the Pakistan Government. 

Now, that is one and there have been others, of course. 

I would be glad to review those if you so desire. 

Mr. Smrrn. I don’t think that is necessary now. 

Mr. Vorys. Before we go into executive session, is there an answer 
to the question I asked sometime ago as to how much agricultural 
production has been shipped in the past year ? 


Mr. FrrzGrrawp. May I ask Mr. White to comment on that? 


STATEMENT OF E. D. WHITE, DEPUTY DIRECTOR OF THE FOOD 
AND AGRICULTURAL DIVISION, FOREIGN OPERATIONS ADMIN- 
ISTRATION 


Mr. Wurrr. It is difficult to estimate the amount of food that has 
actually been shipped as of a certain date with funds obligated by FOA, 
especially when the procurement is through private trade channels. 
We know more precisely the amount of funds that has been obligated 
than we know when the shipping period ends, but we never know 
precisely just how many tons ws been loaded by a certain date by 
private exporters, 

Now, speaking from the standpoint of the amount of funds obli- 
gated, against which procurement and shipments are taking place 
daily, I would estimate approximately as follows, that on section 550, 
out of the $212 million program, procurement is now, at this date, 
underway on about $155 million. There is no doubt some of it that 
has been substantially completed and other recent business is only 
beginning in the form of shipments. With respect to the remainder 
of the agricultural commodities aid program for fiscal year 1954, I 
would estimate that procurement is underway on approximately half 
of that amount. 

With respect to the special Christmas package program of which 
the cost. of food was approximately $12 million, all of that, I believe 
has been procured a long time ago. 
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With respect to the East German program, $13.7 million was set 
up for food and substantially all of that has been procured and 
shipped. 

Under Public Law 216, the so-called famine relief bill, in which 
slightly over $9 million has been obligated, I would estimate approxi- 
mately two-thirds of that has been shipped and the balance of it will 
be shipped within the next 90 to 120 days. 

With respect to the wheat program for Spain in the amount of $20 
million that has just been conclud»d, shipping is now beginning and 
we believe it may end in about 90 days. 

With respect to the remaining program, the Pakistan wheat pro- 
gram, set up for 700,000 tons, the total tonnage shipped to date has 
been 

Mr. Harpesry. About 610,000 tons. 

Mr. Morano. I thought it was a million-ton program. 

Mr. Vorys. It was authorized for a million. 

Mr. Wurre. Authorized for 700,000 tons in one part, and an oppor- 
tunity to go up another 300,000 tons if necessary. Approximately 
600,000 tons has been shipped. That amount so far has very well 
taken care of the requirements in Pakistan for wheat from the United 
States. 

Mr. Proury. Mr. Chairman, may I ask a question: At one time, this 
country had quite a substantial market in Mexico for powdered milk. 
It is my understanding that because we have been unable to sell at 
the world price, we have lost that market and that American interests 
are going into Canada to buy at the world price and shipping into 
Mexico. I wonder if you would care to comment on that. 


Mr. Wuirrr. I think that problem is a commercial problem involving 
the export of agricultural products. Since there is a representative of 
the United States Department of Agriculture present here, he might 
be in a better position to comment on ‘ that, than I. 

Mr. Vorys. Do you have a comment. 


STATEMENT OF RAYMOND A. IOANES, ASSISTANT DIRECTOR, 
FOREIGN TRADE PROGRAMS DIVISION, FOREIGN AGRICULTURAL 
SERVICE, DEPARTMENT OF AGRICULTURE 


Mr. Ioanrs. We have had trouble with that problem. Our prices 
have been above world levels. 

Mrs. Bouron. May I ask you to speak a little louder. 

Mr. Toanes. Yes, ma’am. 

On Friday we announced lower export prices on dry milk solids. 
Those prices are 1134 cents per pound delivered to port for spray 
processed milk and 10 cents for roller processed. Those prices were 
set. in the middle or upper range of the world-market price. 

Mr. Burirson. May I ask Dr. FitzGerald this question, it relates 
to what some have referred to as a dumping program abroad for agri- 
cultural commodities. Certainly we all realize that this business of 
world trade in all its intricacies is delicately balanced. This is a 
cliché. Certainly it raises tremendous problems with which you have 
to deal. 

However, do you agree with this, Dr. FitzGerald, that essentially if 
we are to have any broad program such as we are discussing, that it 
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has got to be the expansion of present markets and the creation of new 
markets and not on the basis of just what we can wedge in here and 
wedge in there? 

Is that a correct statement basically, Dr. FitzGerald ? 

Mr. FrrzGeratp. I think itis. You have, it seems to me, looking at 
it from the point of view of the United States and its present stocks 
of grain and other agricultural commodities, one of two options. 
Either you can push those in at the expense of some other source of 
supply, or you can try to develop additional consumption, and that 
gets back into Mr. Fulton’s point of how do you get additional con- 
sumption without having it substantially affect the normal commercial 
marketing and so forth. 

Mr. Furron. The question is how to add those incentives to make 
for additional production and consumption. 

Mr. Javrrs. Isn’t there still a further point, Dr. FitzGerald, that 
you could encourage some nations to diversify their economies which 
are almost exclusively dependent on agriculture by giving them an 
opportunity for some transition a. the use of some agricultural 
surpluses ¢ 

Mr. FrrzGeravp. I think that is a possibility. I think there are all 
kinds of ways you can get at this. 

Mr. Fuuron. The question comes up of the use of the exchange of 
agricultural surplus products of the United States for strategic metals, 
minerals, and products abroad. 

Now, I would like to know how much attention has been given in 
this program to that policy, because already former Congressman 
Voorhis has suggested that the United States agricultural coopera- 
tives be permitted to bargain directly with foreign countries for the 
exchange of United States agricultural surpluses for the strategic 
materials that we in this country need. 

Now, that would seem to infer—and I am not taking that as a fact; 
Tam only i inquiring, without inference—that there should be further 
effort by the departments in charge to work out that kind of an 
exchange. 

I want to say to the chairman that we all know his interest in obtain- 
ing of these strategic materials, and as the committee knows, I, too, 
have been interested in them. 

Mr. Vorys. Do you care to comment? 

Mr. FrrzGeravp. Well, I might say that the opportunity to—the 
desirability of exchanging surplus agricultural commodities for addi- 
tional supplies of strategic materials has, I think, been in the minds 
of everyone, including the Department of Agriculture who would 
normally negotiate the transaction. 

Again, your difficulty comes back to the source of financing, Mr. 
Fulton. In most instances up until a recent announcement by the 
President with respect to stockpilings, the traditional targets for the 
stockpiles have been pretty well satisfied for most commodities. 
There wasn’t either the requirement on the part of the stockpiling 
people or the funds in the hands of the stockpiling people to put up 
the commodities, the dollars which would be needed in the first instance 
to buy the agricultural commodities. 

Now, the ‘Department of Agriculture is, of course, in possession of 
the authority to exchange certain commodities for strategic materials 
and hold the materials. 
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Mr. Futon. Why would the United States cooperatives generally 
think, through their representatives, that it was not being done well 
enough so that they had to go in and do it directly as individual United 
States citizens, dealing w ith a for eign government. 

Mr. FrrzGrravp. I don’t know the answer to that, Mr. Fulton. 

Mr. Vorys. Before we go into executive session I would like to an- 
nounce that tomorrow at 10 o'clock we will take up the program in 
the Near East, open session followed by an executive session. Wit- 
nesses: Hon. Henry A. Byroade, Assistant Secretary of State for Near 
Eastern, South Asian, and African Affairs; and Mr. Norman §. Paul, 
Regional Director, Office of the Near East, South Asia and Africa 
Operations, FOA. 

On Wednesday we will take up the program in the Far East, an open 
session followed by executive session. Witnesses: Mr. Everett F. 
Drumright, Deputy Assistant Secretary of State for Far Eastern Af- 
fairs; Dr. Raymond T. Moyer, Regional Director, Office of Far Eastern 
Operations, FOA; and Major General Geor ge C,. Stewart, Director, 
Office of Military Assistance, Office of the Secretar y of Defense. 

Thursday, offshore procurement, mutual special weapons and facili- 
ties assistance, an open session followed by an executive session. The 
witness will be Hon. Tracy M. Voorhees, Defense Adviser to the United 
States permanent representative on the North Atlantic Council, and 
Director of Offshore Procurement, Office of the Secretary of Defense. 

That is the program for this week. We hope we can start promptly 
at 10 o'clock each morning because we have a very heavy program. 

The committee will now proceed in executive session and we hope 
that our guests will leave promptly so that we may proceed with 
dispatch. 

(Whereupon, at 11:50 a. m., the committee proceeded in executive 
session. ) 

Mr. Vorys (presiding). I am informed that everybody in the room 
now has been cleared for loyalty, security, discretion, and so forth. 

By the way, our staff prepares each day a list of this crowd of wit- 
nesses who surround us. 

Before we go into this agricultural program—I know Dr. Fitz- 
Gerald may have some things he wants to say—I would like to say to 
the presentation team, I would like to remind them that last year we 
had, as will be found on pages 12 and 13 of our committee report, the 
breakdown by area of military assistance, we had the country-by- 
country breakdown on military assistance in Europe, and we had the 
other programs broken down by country. If that is not to be fur- 
nished so that we could use it in a committee report and carry it in 
our pockets and do anything we please with it, 1 would like to know 
why. I would like to know whether the interests of the United States 
have at all been injured by what we did last year. If it is to be fur- 
nished, we expect to have it furnished soon. 

This is not a small matter; it is an extremely annoying and ex- 
asperating matter to have matters that we try to protect so carefully, 
here, which are marked secret and confidential, suddenly become un- 
censored. The committee is being patient about it, but our patience 
is not inexhaustible on that. 

Now, go ahead, Dr. FitzGerald. 
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Mr. FrrzGrratp. With respect to the use of agricultural surpluses, 
in addition to those which we have included as the maximum quan- 
tities that can be used to achieve the military and security objectives 
of the United States, there are, of course—— 

Mr. Vorys. Just let me interrupt. It is the purpose of the chair- 
man to attempt to keep going until approximately 1 o’clock and not 
have a meeting this afternoon. I hope the committee will be able to 
stay with us, on that basis. 

Mr. FirzGrratp. There are opportunities for developing programs 
for the use of agricultural surpluses abroad which would not inter- 
fere materially with the normal commercial movement of agricultural 
commodities from this ¢ ountry, or from other major sources of supply. 
But those problems are not easy to develop. Any program of any 
substantial magnitude almost certainly involves some substitution. 
The big question is whether the substitution is significant and whether 
the kind of an agreement which you get with the country or with its 
citizens on the use of these additional surpluses reasonably protects 
the commercial market and reasonably protects other sources of 
supply. 

There are only two ways, really, basically, for disposing of United 
States agricultural surpluses. One of them is to dispose of them at 
the expense of some other source of supply—reduce the prices of wheat 
and cotton so that it undersells Canada and Australia, and other 
sources of supply, and the buyer comes here, rather than going to those 
other countries. 

Mr. Burieson. Does this involve what we call the two-price 
system ¢ 

Mr. FrrzGerarp. That means the stocks accumulate in the other 
countries and they still overhang the market. The international 
market doesn’t recover and the market for United States grain in the 
future doesn’t improve materially merely by shifting surplus stocks 
from the United States to Canada. The stocks are still there: they 
still have to be moved; they are still overhanging the market, if you 
like to call it that. But that would mean getting rid of United States 
stocks, and getting rid of the costs of holding United States stocks, 

It can well be argued that there should be more reciprocity where, 
during the next 2 or 3 or 4 years, these surplus stocks are held. Per- 
haps other supplying countries should hold somewhat more and we 
should hold somewhat less of these surplus stocks. 

The other way in which United States surpluses can be used and 
used effectively is, in one way or another, to get increased consumption. 
Not just increased exports, but increased consumption. 

Now, when you begin to think about programs for getting increased 
consumption, you begin to run into a number of difficulties that can 
be overcome, given sufficient time and effort, but which are not simple 
to overcome. One way of increasing consumption abroad, of course, 
would be to lower prices internally in the country, substantially, so 
that the average level of prices in France or ee other country, for 
agricultural pr roducts, would go down 15 or 20 or 25 percent. That, as 
you can well see, gentlemen, immediately creates some problems within 
the country. 
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The French producer of grain or of butter or of meat would be very 
concerned about any general reduction in prices of agricultural prod- 
ucts in France, of the magnitude that I suggested, because his income 
would correspondingly drop and he would obviously find that very 
difficult to live with. I don’t think there is any practical way of get- 
ting the French Government to reduce food prices in France, say, 
25 percent, as a result of being able to purchase from the United States 
at such lower prices or even if they were given by the United States. 

You have, therefore, to think of other ways of getting additional 
consumption. I think the committee is familiar with many of the 
traditional ways of doing things. The school-lunch program, if effec- 
tively managed, is one that is likely to result in increased consumption, 
particularly of protective foods. 

If you can develop programs for putting idle people to work in 
a country, and pay part of their salaries in additional food, grain, fats, 
beans, or whatever, you may be able to or you should be able to get some 
increased consumption. 

You can use the volunteer relief agencies more extensively than they 
have been used in the past. They probably are the ones best qualified 
to get surplus American food, if given to them free, into the hands of 
the less privileged abroad. 

There may be other ways in which you can—to use a fairly tech- 
nical term—you can sort of stratify the market, so that you don’t inter- 
fere substantially with the flow of commodities now going into con- 
sumption in any particular country, but you can increase that con- 
sumption by various and sundry devices, some of which I have men- 
tioned, some of which I have not. 

All of them have substantial administrative difficulties when you 
recognize that most other countries, the administrative competence and 
ability of the participating country, of the country concerned, is of 
very limited character. 

The supplementing of the food consumption by the people who are 
now employed, but whose incomes are inadequate to buy as much 
food as they should have at going prices in the country—the problem 
that Congressman Fulton raised—is—I have great difficulty in think- 
ing through how you could provide a flow of food to those families 
in a way which does not result in the same families reducing their 
normal commercial purchases, in part, at least. It is very difficult 
for me to see through, sir. I am open to ideas and suggestions on it, 
but by and large, furnishing free additional supplies to families who 
now purchase all of the food that they can afford to purchase is likely, 
very quickly, to result in substitution rather than additional consump- 
tion. 

Mr. White, Mr. Chairman, has been working on this matter in 
much more detail than I have. We have some ideas. We even have 
a spread sheet on how we might use $500 million worth of surplus 
agricultural products, in addition to those in this legislation, if they 
were furnished substantially free of dollar cost. 

Mr. Fuuron. Could I make a comment on your point? When we 
get so theoretical that we are so afraid of “substitution,” it is hard 
to tell the mother whose son is threatened with tuberculosis that there 
’ mere fear of “substitution” for her, than of the tuberculosis for 
the boy. 
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Mr. Vorys. Could I ask this: Maybe this isn’t the right time— 
there is $800 million direct forces support in Indochina. Included 
in that is the feeding of those people. I know they eat rice and they 
grow rice right around home, but isn’t there any way that we could 
arrange through some exchange system there to use a lot of our agri- 
cultural surpluses in direct troop support ? 

Mr. Fulton has been giving the committee the benefit of his ideas 
Here is an idea I have had: We have never looked at direct troop 
support on any substantial basis before. We have never had it 
before us. If it is sound, then one of the things we might do all over 
the world, when we find countries whose economy won’t support the 
number of troops that they are willing to put under arms, and we 
feel should be under arms, we might make an offer to all of those 
countries like this: “One of the things we will do, if you can’t support 
your own troops, is help feed them.” ‘This program has always been 
one up to this year where they supported their troops. We never had 
direct troop support before, but if that is a sound concept, then why 
wouldn’t we say, “We have a package of so many rifles and machine- 
guns and wheat and corn and tobacco and butter that we’ll furnish.” 

Mr. Furron. I like that. 

Mr. Vorys. Are you ready to comment on that? 

Mr. FrrzGerap. I believe so, sir. 

It is not impossible that such a proposal could be made and worked 
out. Again, it is not at all clear—in fact, I think it is almost certain 
to be a fact—that this furnishing will be largely a substitution, and 
not an addition, unless you propose at the same time to negotiate an 
agreement with the country receiving this package that they increase 
their troop food intake correspondingly. 

Mr. Vorys. I don’t follow you, there. 

Mr. FrrzGreraxp. If the French or the other army at the present 
time has a given level of food consumption, a given caloric intake, 
and so forth, merely to furnish some of the food that now moves 
into the commissaries of the French Army so that they have to procure 
less from their economy than they would otherwise have to do, to 
merely substitute food for what they would have normally purchased, 
means that they have to import less foods to their economy and I 
think the result is substantially, if not completely, a substitution, 
unless you also require the French to feed their troops better, at the 
same time, 

Mr. Furron. There could be added incentives to civilians for pro- 
ducing more in the offshore procurement program. 

Mr. FrrzGeratp. That is another suabliden 

Mr. Merrow. Mr. Chairman, in that connection, may I ask a 
question. You speak about increasing consumption. Now, people 
are hungry and is the reason why you can’t get this surplus food 
into the hands of the people who are hungry, by any device, because 
you are afraid of upsetting the existing patterns, commercial pat- 
terns? It seems to me the demand is there for food if they could 
get it, but something is stopping it along the way. 

Mr. FirzGeratp. The need is there, but the purchasing power to 
buy the food at the substantially going prices within the economy 
is not there. 
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Mr. Merrow. Then if we wanted to get surplus agricultural prod- 
ucts in, we have to insist that the Government do something about 
that purchasing power, or do something about the economic structure 
so that surpluses which we might be ‘willing to give would go into 
the mouths of the hungry people, is that right 

Mr. FrrzGeratp. Or channel them, as Congressman Fulton has 
suggested, to those persons who can’t, at their current levels of wages 
and income, buy commercially the food they need for minimum 
nutrition. 

Mr. Vorys. Could I interrupt at this point? We have Mr. Ernst 
with us to testify on the whole question of infrastructure. We 
thought we might reach him. As I say, I am hoping we can go on 
until 1 o'clock, but if the committee wishes to pursue this matter more 
fully—and there are a number who are not yet participating in 
questioning—would it be in order to excuse Mr. Ernst, now ? 

Mr. Harrison. As I understand, Dr. FitzGerald is now prepared 
to explain the administration’s program. Personally, I would like 
very much to hear it. 

Mr. Vorys. Then I think we can excuse Mr. Ernst. We don’t want 
to stop any member of the committee from exploring anything, but 
we don’t want to go over again the matters we covered in open session, 
but to get the matters that should be presented in executive session. 
One of them is the matter that Mr. Harrison mentioned, and we may 
have some others. 

Mr. Merrow. Mr. Chairman, before going on with that, may I ask 
just one short question in connection w ‘ith these surpluses? What is 
the dollar value of the United States surpluses that we are talking 
about? What is that considered to be? 

Mr. FrrzGeravp. It depends a little bit on how you define agricul- 
tural surpluses. The stocks of agricultural commodities which the 
Commodity Credit Corporation either owns or has nonrecourse loans 
against is in the neighborhood of $6.75 billion. Now, those stocks, 
of course, include wheat, cotton, and the whole list. Now, in addi- 
tion to the stocks owned by the Commodity Credit Corporation or 
that are under nonrecourse loans are also commercial supplies of 
the same commodities—wheat, cotton, beans, and tobacco. 

We tend, rather loosely, I think, to use the words “surplus agricul- 
tural commodities” to refer to the generic commodity—wheat, for 
example—rather than to the specific quantity of wheat which may 
be in the hands of the Commodity Credit Corporation or under non- 
recourse loan. When I have used the phrase here, Congressman 
Merrow, I have been thinking generically of wheat, cotton, beans, 
cheese, nonfat dry milk solids, and so forth. I am thinking gener- 
ically in those terms, rather than in any specific quantities of such 
commodities. 

Mr. Merrow. And there is $6.75 billion worth of surplus, then, 
outside of the commercial. 

Mr. Wurre. If I may reply, if the surplus is considered that amount 
for which there is no domestic demand and no anticipated foreign 
offtake, taking into consideration the reserve adequate for domestic 
requirements ‘and for export, the surplus might be on the order of 
$3 billion to $5 billion by the end of this fiscal year, of real surplus 
for which there may be no foreseen offtake, and over and above any 
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required reserves that would be considered normal. That is an esti- 
mate, but it is an estimate that has been given some consideration. 

Mr. Vorys. Was it your suggestion, Dr. FitzGerald, that we have 
Mr. White give us briefly the possibility for an increase in the 
program ¢ 

Mr. FrrzGerarp. If the committee would desire it, we could indicate 
the status of some of our thinking on that subject. 

I might also say, Mr. Chairman, about 3 months ago we became 
even more concerned with and interested in developing ideas in this 
field, and for some weeks have had Dr. J. D. Plack, the retired pro- 
fessor of agricultural economies at Harvard University, looking into 
and developing ideas in this field of additional and supplemental 
consumption of food. I have his report here. It is still very general 
in nature, but I think it has a number of imaginative ideas in it 
about how you can, if you have flexibility of authority, make sub- 
stantial contributions to the utilization of surplus agricultural prod- 
ucts on the one hand, and of achieving nutritional and dietary and 
economic progress on the other. This is not classified, Mr. Chair- 
man. If the committee would be interested in it, the committee may 
have it. 

Mr. Vorys. If you will leave it with us, the members may go into it. 

(The document referred to will be found in the files of the com- 
mittee. ) 

Mr. Furron. There is a changeover to the direct approach—that 
is, on the military program to “direct troop support, and also the 
direct approach in the civilian general economy. The second would 
be the increase in the consumption by methods to be worked out. 
The third one would be the use of food to add incentives to other 
portions of the program so that in the economy there would be better 
production possibly on the particular programs that we have here. 
Lastly, this approach would be not as a substitute, nor is it aimed 
primarily at breaking present trade patterns. It would be really 
moving into a third field. We have had previously dollar diplomacy, 
and under the arms program we have had arms diplomacy or military 
diplomacy, and now it would be food and economic diplomacy, where 
we would use food and economic development for the future security 
of the United States. 

Mr. FirzGeratp. But unless, Mr. Fulton, it can be worked in in a 
way which increases consumption, whether it is made up in packages 
such as the chairman suggests, or furnished through some other device, 
unless it is additional consumption 

Mr. Furron. I was merely trying to outline what the suggested 
approach has been. 

Mr. FrirzGrratp. You may get just substitution and not any net 
utilization of free world surpluses. 

Mr. Lannam. Fundamentally, isn’t it true, Dr. FitzGerald, that 
there is no way, really, to increase consumption, except through lower 
prices? I mean fundamentally. If we are to dispose of these sur- 
pluses in some way, we have to have our prices to compete in world 
markets, and that very competition in world markets would lower 
world prices so that there will be an increase in consumption. 

Now, all of these other things that we are trying to do, it seems to me, 
won't do very much good, and somehow we have to have our products 
compete in this ms arket with world prices. 
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Now, that may mean a different way of supporting prices in America, 
and we may all come back to Charlie Brannan’s plan. We have got to 
compete in world markets, and as we compete, prices will be lowered 
and the people of low incomes in other countries can then buy the 
things we produce. There isn’t any other answer, it seems to me. 

Mr. Fuuron. Could I comment that I don’t restrict mine to a price 
approach, because to me progress in the whole world even from the 
amoeba on up in the scale of development is the urge of everybody to 
live beyond his income. We have wanted to have more things and do 
everything in the United States, and I want to help get progress. 

Mr. Harrison. Mr. Chairman, may I make a motion? We were 
called here this morning, as I understood it, to hear something about 
the administration’s program. We were called in at 10 o’clock. It is 
now nearly half past 12. Can we listen to that for 15 minutes? If we 
can’t cover it in that time, I will stand aside. 

Mr. Vorys. Without objection, we will proceed as the gentleman 
suggests. 

Mr. FrrzGeraup. Mr. Chairman, as I indicated in the open session, 
I am not in a position to report to this committee, or to lay before this 
committee, the details of the administration’s program for the addi- 
tional disposal of agricultural surpluses abroad. I am in a position to 
discuss with you that element of agricultural exports that are associ- 
ated with the regular program of $3.5 billion which we had submitted 
to this committee for its consideration. And I indicated to you that 
within that total, we have planned for the use of as large a volume of 
agricultural commodities as can be used in achieving the objectives 
and reac ‘hing the benchmarks that we have set up in this particular 
program. 

Now, those benchmarks do not include some very desirable activities 
on the part of the United States, including better feeding of people 
directed specifically at meeting some of the “problems currently facing 
low-income groups, or unemployed g groups, of which there are a great 
many throughout the world. 

We feel that the programs for economic development, for develop- 
mental assistance, which we have in here, will, in the course of time, 
contribute to the additional income and purchasing power of the 
people, but in the short run, this year, those programs obviously are 
not going to affect materially the ability of 363 million people in 
India, to buy 50 percent more food than they are now buying. It is 
obviously impossible for a development program, particularly of the 
magnitude that we are suggesting here for your consideration, to 
materi ially affect in the immediate short run, the purchasing power of 
hundreds of millions of low-income producers abroad. 

We have, generally speaking, said that in submitting programs to 
this committee for consideration, that we are not directly contributing 
to an increase in the standard of living, through the furnishing of con- 
sumption goods, other than those that are needed and can be utilized 
as part of the defense support, developmental assistance, or related 
programs, and that is why we have in our program, now, somethin 
in the neighborhood of $250 million as the maximum volume of agri- 
cultural products that we could effectively use. 

Now, Mr. Chairman, we will be glad to take a look at the possibility 
of packaging some food in our Indochina program and a number of 
other suggestions that have been made by this committee this morning. 
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But this does not get at the point, sir, that you are interested in ex- 
ploring. We can report to you some considerations that we have 

given, some of the ways in which additional food could move abroad, 
could result in increased consumption, improve nutrition and health 
and make some contribution to economic development, if the Con- 
gress provides the adequately flexible legislation. But we are not in 
a position, I regret to say, sir, to report ‘to you concretely, a bill that 
we would suggest for this committee’ s consideration. 

Mr. Harrison. Is that in process of being done, and if so, by when 
can we expect such a bill ? 

Mr. FrrzGeratp. As you probably know, sir, the President has ap- 
pointed Mr. Clarence Francis to pull together all the diverse views 
and ideas of the administration in this particul: ir matter. I shall be 
glad to ask Mr. Francis—he is not in town this morning—if he would 
care to estimate when he thinks the Executive would be prepared to 
come and discuss it with you. 

I would hesitate to make a guess myself, sir, but if the committee 
would like such an estimate from Mr. Francis, I will be glad to get it. 

Mr. Vorys. We want that estimate. 

Mr. Burueson. In other words, you have nothing now, beyond what 
we have done heretofore. You have no new program to offer at 
this time? 

Mr. FrrzGrraup. That is correct. We have some ideas. 

(The information requested is as follows:) 

The administration expects to be able to discuss its proposals in a couple 
of weeks, 

Mr. Bur Leson. Sometime ago, we heard a great deal about “Trade, 
not aid,” to which I subscribe. 

Now, surely there is to be consideration given to encouraging private 
trade in these surplus commodities, and some system of convertibility 
which it seems to me could be done by the Export- Import Bank. In 
fact, let private trade have the initiative in the creation of new mar- 
kets and the expansion of existing markets. 

It just seems to me there is another approach to this thing, other 
than the very limited way in which we have tried to previously 
approach it. 

Do you know whether or not any consideration is being given to that 
feature ? 

Mr. FrrzGrratp. There is consideration being given to that field, 
and I think everything which could reasonably be done in that field is 
either in hand or under consideration. 

As you know, last week, the Department of Agriculture dispatched 
three trade missions to Europe, Latin America, and Asia, respectively, 
to encourage, look into opportunities for increased sales of private 
agricultural commodities, to examine the hurdles that need to be 
overcome, whether it is prices, quality, grading, or whatnot; what 
could make United States products more attractive and more appre- 
ciated and increase the demand for them in the international market. 

Mr. Burueson. I respectfully suggest that you might have a look 
at H. R. 8269. 

Mr. FrrzGrravp. We have looked at that bill, sir, in a good deal of 
detail. There are some ideas in it that I think have a good deal of 
merit. On the other hand, again may I impress upon you, sir, that 
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whether a sale is made through local currency or whether a sale is 
made for dollars, you won't necessarily get increased consumption 
merely by making a sale in local currency because if you sell for local 
currency at the same price that you sell for dollars, the equivalent 
local currency value, that doesn’t mean that the prices are any lower 
or any more attractive to the consumer abroad, and I think as Mr. 
Fulton has, and I believe you, sir, have indicated, if you are going to 
move more of these agricultural commodities, the prices to the con- 
sumer, one way or the other, have to be lowered. Either they have to 
be generally lowered to all consumers, or there has to be a special 
price, a concessionaire price, or a free gift to low-income producers. 
Those are the only ways you can get increased consumption in a short 
while. 

Mr. Lanuam. Except through a general buildup of the economy as 
you are doing through point 4 and other programs. 

Mr. FrrzGerap. That is a long-range program, and it doesn’t result 
in billions of dollars worth of increased demands for agricultural 
products in a year or so. 

Mr. Vorys. Now, have you finished this uninterrupted statement 
that Mr. Harrison asked for? 

Mr. FrrzGeraxp. Yes. 

Mr. Vorys. Mrs. Bolton 

Mrs. Bowron. Thank you, Mr. Chairman. I assume that this docu- 
ment entitled “Section 550” is from your Department? 

Mr. FrrzGrravp. Yes. 

Mrs. Bouron. I am sorry that I do not understand this presenta- 
tion. Am I right in thinking there is nothing for the Near East 
countries, except Afghanistan and Israel? 

Mr. FrrzGeraup. That is correct, yes. 

Mrs. Botron. You have no association with Lebanon in these mat- 
ters, or Syria, where they have so many refugees? What do you do 
in these other countries? 

Mr. FrrzGeratp. We have programs with those countries and we 
have—— 

Mrs. Borton (interposing). Where are they? 

Mr. FrrzGeratp. We have missions in those countries. 

Mrs. Boron. I find no mention of them. That is why I am asking. 

Mr. FirzGrraup. There are no section 550 programs with those par- 
ticular countries. 

Mrs. Bouron. Which means there are no sales. 

Mr. FirzGeratp. There are no local currency sales of agricultural 
surpluses to those particular Middle East countries which you 
mention. 

Mr. Vorys. Does that mean that $229 million outside of 550—wasn’t 
there any counterpart generated in the course of that part of the 
program ? 

Mr. FrrzGeravtp. Yes, counterpart was generated. 

Mr. Vorys. One way is 550, sales for local currency, and the other 
would be ordinary supplies where counterpart would be generated for 
the part that wassold. Now, both go on at the same time, don’t they ? 

Mr. Wurre. That is correct. 

Mrs. Bourton. Is there any use of our agricultural materials for the 
refugees, the Palestine refugees? They get nothing, or the United 
Nations gets nothing at all from us chrowih this program ? 
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Mr. Wurrer. The United Nations does. The amount available in 
fiscal year 1954 for the Palestine refugee program, which is operated 
through the United Nations Relief and Works Agency, is about $44 
million. It is estimated that about $7 million of this total will be 
spent in the United States for surplus agricultural commodities. 

Mrs. Boiron. And the fact that under your suggested program 
Afghanistan would get $1.45 million of bread grains, and Israel gets 
$1.2 million of fats and oils, is merely because they can pay for it ? 

Mr. W2ure. It might be helpful to explain that, hehe section 550, 
there were no funds ‘appropriated directly. That section authorize d 
the use of funds from any other sections of the act for the purchase of 
surplus agricultural commodities. 

Now, it could have been that the aid program for Israel, instead of 
going direct, could be channeled through 550. There was a little bit 
of that done, as you have noted. 

Mrs. Bouton. There is $1.2 million to Israel, and $1.45 million to 
Afghanistan. That is all I find for the Near East. 

Mr. Wurre. One reason those nations have not been more interested 
is that it did not increase their dollar aid. It merely meant changing 
the channel through which it flowed to them. If they were getting 
direct development assistance, it has not been very interesting to them 
to receive it in the form of 550 commodities. 

Mr. FrrzGerap. In addition to the $1.2 million worth of agri- 
cultural commodities sold to Israel for local currency under section 
550, an additional $10.4 million worth of surplus agricultural com- 
modities was sold to Israel with the counterpart required to be de- 
posited. 

Mrs. Bouton. Israel gets very little off her own soil because a great 
many of her people don’t farm. There is a lot of farmland that is 
not being used as such. It is interesting that only those two countries 
apparently get anything in 550, 

Do the other countries of the Near East get something in other pro- 
grams? 

Mr. FrrzGrraup. Now, you asked, also, about the Afghanistan pro- 
gram. 

The situation developed in Afghanistan in which there developed, as 
a result of the short crop last year, a real deficiency in wheat and flour 
supplies, during the next few months until their new crop came in. 
When that situation came to our attention, there were several mechani- 
cal ways by which we could have dealt with it. 

We could have provided additional economic aid and used that aid 
to buy wheat pes ask the Afghanistan Government to deposit the 
counterpart. 

We chose, for a number of reasons, the use of section 550 to provide 
that additional grain and food needed for that particular purpose. 
The reasons were, first of all, the situation qualified under the pro- 
visions of section 550, and it would be an additional sale of w heat, a 
sale that wasn’t a usual marketing in the usual marketing sense. 

I think this committee should understand that—since no funds 
were appropriated for carrying out section 550, per se, we have to get 
such funds from some other p ene of the act to pay the American sup- 
plier in dollars as we now have to pay him. One way of getting 
funds out of other sections of the act is through the use of section 550. 
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Now, what happens when a program is initiated under section 550 
is that we debit whatever account or whatever section we think is in 
the best shape to have funds utilized from that account, in order to 
meet the particular emergency. 

Mrs. Boiron. Now, as I understand it, part of what you say is that 
Afghanistan, with its bread grains, and Israel with its total, pay us, 
but in what? Their own currencies! 

Mr. FrrzGerap. That is right. 

Mrs. Bouron. Then what do we do with those currencies? 

Mr. FrrzGerap. In the instance of Afghanistan, we have not com- 
pletely worked out the details, but it is contemplated that we will use 
those local currencies to set up a valley authority, and for other pur- 
poses related to economic development in the country. 

Mrs. Botton. What will we use the Israel dollars for? 

Mr. FrrzGeraup. The Israel dollars are used largely, if not ex- 
clusively, to carry out the local currency costs of development projects 
in Israel, agricultural, and industrial development projects. 

Mrs. Bouton. Now, I would like to ask you this: 1 am perfectly 
well aware, Dr. FitzGerald, that this whole program is a most confus- 
ing and difficult one, filled with morasses of legislation and laws. It 
is exceedingly difficult for this committee to get a clear picture. 

In order to have some better understanding may I ask on what 
overall program you act? Is there an overall program for all of 
these problems resulting from a basic policy of the United States 
toward other nations? Do we have a policy? 

Mr. FrrzGeravp. You have asked a very difficult question for me 
to answer, Mrs. Bolton. 

Mrs. Bouron. Perhaps you would like to pass it back to the 
Department. 

Mr. FrrzGrratp. For foreign policy guidance, we look to the De- 
partment of State. 

Mrs. Boiron. May we have a policy statement as to what is the 
basic policy upon which these matters are decided ? 

Mr. Notrine. Do you mean, Mrs. Bolton, with respect to the place- 
ment under 550 commodities? 

Mrs. Botton. As the subject under immediate discussion, although 
I shall hope we have a broad policy to guide us in all we do for other 
nations. 

Mr. Nourine. If I may speak to that for a moment, Mr. Chairman, 
so far as the use of section 550 is concerned, I believe that the basic 
policy is that section 550 should support, insofar as possible, the other 
objectives of the mutual security program. 

Mrs. Bouron. What are they ? 

Mr. Notrine. The objective, first of all, is to build defensive 
strength within our total alliances. You can stretch the word “secu- 
rity” to cover a lot of things beyond fighting strength and it seems 
to me that certain of the programs do in fact spell out security in 
terms of the ability within a country to resist internal subversion and 
to build its economy to the point where the threat of internal sub- 
version is not a constant and pressing one. 

But, basically speaking, these programs as I see them are all directed 
to strengthen the free world against the threat of the totalitarian 
force against which we are pitted. 
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Mrs. Bouron. This is a very charming group of words. 

Mr. Notting. The section 550 program and the use of it should, 
as I see it, relate to that same purpose. When you ask why a certain 
country did not share in the use of our surplus commodities through 
section 550, I think one of the limiting factors in all these section 559 
deals is whether you can achieve the objec tive of the program to build 
strength by the use of the agricultural surpluses through section 550 
better than you can by using the funds as they were originally planned 
by the imports of other things or the use of the appropr iated money 
for the procurement of hardware to send to these countries. 

As Dr. FitzGerald said, all of the money used under section 550 
is taken from some other program, and in most cases military hard- 
ware is the sacrifice. 

Mrs. Bouron. And, of course, the mechanics of it are very confused. 

Mr. FirzGeravp. I might call your attention, Mrs. Bolton, to page 
III-693, which shows (1) the source of the funds from which these 
550 programs were financed in the first instance, and 

Mrs. Bouron (interposing). Thank you—but I have apparently 
not made myself clear for that is not what I have in mind, so I shall 
not take the time of the committee. 

Thank you very much. 

Mr. Vorys. Mr. Carnahan. 

Mr. Carnanan. I wanted to ask what part our surplus agricultural 
commodities are playing in the support of military strength at the 
present time in Indochina. 

Mr. Wurre. Indochina has a very limited demand for American 
farm surpluses. We have suggested to the mission in Indochina that 
they try to negotiate sales under section 550. The people of Indochina 
are rice eaters with fixed habits of food consumption and do not have 
tastes or desires for several of the kinds of products in surplus supply 
here. 

Accordingly, the mission tentatively suggested cotton, a commodity 
not produced in Indochina and tobacco, of which they don’t produce 
enough. The total dollar value of the two commodities suggested did 
not exceed $5 million, which is nominal compared to the total military 
aid program for Indochina. 

Mr. Vorys. Do you have further questions, Mr. Carnahan ? 

Mr. Carnanan. Is thought being given to the creation of a new 
type of armed forces throughout the world, a type that gives the 
masses of the — something positive to do? Such forces can 
become both military and educational. If we are going to support 
armed forces, as the chairman has suggested, would it be possible to 
give consideration to such a type of military force? We tell of the 
desirable features of the free world and we show the motion picture 
and we talk to them over Voice of America, and finally when the fellow 
gets back home, he stil] twiddles his thumbs. What is he going to do 
after he observes that all of these good things are available in other 
parts of the world? 

Mr. Wurre. I don’t think I could quite answer—at least it would be 
inappropriate to speak of the creation of a military force. Someone 
else could do a better job than I, on that question, and I believe that is 
the question asked, here. 
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Mr. FrrzGeraip. Are you thinking, sir, of some sort of reserve 
force ¢ 

Mr. Carnanan. It could be reserve, and the forces of some nation- 
alist group. We must be aiming toward the strengthening of nation- 
alism throughout the world. 

Mr. FrrzGerravp. Well, generally speaking, certainly in Europe and 
in most of the countries where there are programs, the present mili- 
tary establishment in each country is of a magnitude that reflects about 
all the country can support in the way of troop strength and in the 
way of clothing and in the way of troop pay, a in the way of equip- 
ment for those troops. I’m not quite clear how it could be anticipated 
that you could further increase that force strength. 

Mr. CarNnaHan. Suppose we follow the Chairman’s suggestion and 
give a package which contains food and clothing and guns and ammu- 
nition. Then why can’t the force be expanded ? 

Mr. FrrzGrrap. If you are prepared to give them a larger package, 
I think it can be. 

Mr. Wuire. We are talking about Indochina, a country that has 
plenty of rice to eat and where the stomachs are full. A person filling 
his stomach with rice might be interested in a little bit of other food 
and in being taught to use it, but it would be to some extent a displace- 
ment of his normal! intake. 

Now, this is not to say that everybody in Indochina, nor every 
soldier in the army has all he can eat, but it is a country that is fairly 
well fed by their normal habits of consumption. If we were talking 
about another country where there was starvation, such as India, and 
where there was great absorptive capacity outside of food, this might 
be a different story altogether. 

Mr. Carnanan. But, you run into a different story in India. You 
run into the tendency to give attention to things other than military 
strength. 

Mr. Vorys. We have just 7 minutes to wind up on this. 

Mr. Carnanan. I will forego. I have many more questions I would 
like to ask along this line, but will forego in the interest of saving 
time. 

Mr. Vorys. Perhaps we can come back to you, Mr. Carnahan. 

Do you have a question, Mr. Smith 

Mr. Smirn. Dr. FitzGerald, with regard to 550 are you taking ad- 
vantage of that provision of law, subsection (2) under section (b), 
to use private-trade channels to the maximum extent practicable? 
Have you used that? 

Mr. FirzGerravp. Practically all of it has been done through private 
trade channels. After the agreement has been worked out between the 
United States and the country concerned, and the assurances received 
from the country and agreement reached on what the local currency 
proceeds will be used for, the transaction, the actual sale, negotia- 
tions and deliveries are carried out directly through private trade 
channels, completely. 

Mr. Lannam. Will the gentleman yield, there? These surplus com- 
modities do you take from the Commodity Credit Corporation ? 

Mr. FrrzGeratp. May I have Mr. White answer that question in 
detail? Some of them come from many stocks, others come from 
commercial banks. 
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Mr. Lanuam. Thank you. 

Mr. Smirn. Tell me what is included under “fats and oils” in your 
table, here. Of what do those consist? 

Mr. Wuire. Under section 550? 

Mr. Situ. Yes. 

Mr. Wuire. That consists of lard, cottonseed oil, soybeans, and 
peanuts. 

Mr. Smirn. The latter two items are used for food products? 

Mr. Wuirre. Yes, they are used for food, and the oil cake and meal 
resulting from crushing is used for livestock feeding. Soybeans are 
a crop very much in demand for that purpose. 

Mr. Suirn. I notice under 550 you have no dairy products. 

Mr. Wurre. That’s correct. I don’t think we have had a single firm 
request from any country for any dairy products from the United 
States. 

Mr. Smirn. Is it because those countries are pretty well providing 
that source themselves ? 

Mr. Wurrer. It is much like the meat situation, sir. There is a cer- 
tain amount of dairy production in every country and then in coun- 
tries where it is low, their consumption habits are such that they don’t 
require, want and demand larger amounts of dairy products. 

The great demand under section 550—and I think under any similar 
act that is in existence or may be enacted, would be for cereals first, 
cotton probably second, fats and oils third, and perhaps tobacco 
fourth, if it was a single item. That is the expression of consuming 
countries for American products. 

Mr. Lannam. How do they eat this rice without butter or gravy ? 

Mr. Sorru. | note, though, in your other table, here, you do have 
1.9, of dairy products. Where is that going? That is in a table that 
Dr. FitzGerald submitted. I get an awful bang out of the amount 
provided for tobacco. Is tobacco a food ? 

Mr. Lannam. We don’t have too much tobacco in my district. 

Mr. Wurre. Dairy products of $1.9 million in fiscal year 1954. That 
was for the Near East area. 

Mr. Soirxa. That’s enough. 

Mr. Wurre. I could tell you the countries. 

Mr. Surrun. I'll check it. 

Mr. Vorys. Judge Lanham 

Mr. Lanuam. I have just onecomment. I notice the word “security” 
has been used. Security has been used lately to cover a multitude of 
sins, hasn’t it ? 

No reply is necessary. 

Mr. Vorys. Mr. Fulton—— 

Mr. Furron. There has been some difference of information before 
this committee. I had remarked about the Scripps-Howard articles 
on the shortage of food into South Korea and the necessity for aid to 
South Korea and civilians. 

Dr. Judd, when I mentioned that before the committee—and I won’t 
try to quote him closely—said that my assumptions based on those 
articles were wrong, that there was a surplus of food at present in 
South Korea, that they were all more than adequately taken care of, 
and that the food was being wasted. 

Now, would you comment on that, please? 
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Mr. FrrzGrravp. I think, sir, that the facts are probably somewhere 
in between. 

Mr. Furron. You are a good diplomat. 

Mr. FrrzGrratw. Again, it depends on what you mean by “ 

Mr. Fuuron. Are they badly in need? 

Mr. FrrzGeratp. No; they are not starving or badly in need. There 
are a lot of underfed people in Korea, of course. 

Mr. Futron. Are they below the margin of adequate sustenance ? 

Mr. FrrzGeratp. By American standards, yes. By oriental stand- 
ards, there are probably several hundred thousand Koreans who are 
ill fed, even by their standards, but they are unemployed 

Mr. Futron. When South Korea has the fourth largest standing 
army in the world, in a smal] country such as that, why aren’t they, 
through United States aid, living almost up to our standards? They 
are the bastion of our defense, on the mainland. That is a question 
with me on this program of always supplying arms and equipment 
that go direct to the particular individual who is called upon to do 
the fighting. Then economic aid trickles through a lot of intermediate 
steps before the average fellow even sees it and then doesn’t know it is 
American aid. It comes to the point that the program is too indirect 
for me. 

Now, the other comment is this: I think that we should look into 
the economies of these various countries, when we are simply making 
up what would be called a balance of payment. Often there is a 
budget deficit that the country can’t adequately take care of certain 
arming and security items that we want them to for security purposes. 
When that is the case, I think we should look to see what we could 
have them do otherwise, and we put in the food and let the country 
work out some method of financing much of these security programs. 

Mr. FitzGrratp. May I comment on Mr. Fulton’s first point? With 
respect to the Korean underfed, it is not lack of willingness, nor lack of 
resources, but it is lack of organization in Korea, if there is any sub- 
stantial group of people in that country seriously underfed, because 
the army has a program of civilian feeding and we have supplemented 
that program and are prepared to supplement it as needed. All of the 
food that can be distributed and gotten to the people who need it, is 
available in Korea. 

Mr. Fuuron. Then, why are there several hundred thousand under- 
fed? And, these families probably have servicemen in the army fight- 
ing our defense for us. 

Mr. FrrzGrrayp. They are in isolated cofmunities, they are not 
reachable through the regular channels of food distribution that are 
now set up within the country. We can’t put in several hundred 
thousand people, Mr. Fulton, needed to run proper food distribution 
in Korea, but we can rely upon and we do rely upon the Korean 
civilian administration, with a good deal of support and central direc- 
tion from us to get hold of, to find out the people who are underfed, 
and see that they get the food, but you can’t make it perfect. 

Mr. Futton. No, but I am sure the Scripps-Howard people in their 
articles weren’t inferring what you are saying. They weren’t in- 
ferring that it was just a few isolated people in South Korea, you 
couldn’t get to with adequate administration. 


need.” 
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Mr. Wuire. They have had a large rice crop in Korea this year. 
So large, in fact, that the planned exports of cereals from the U nited 
States to Korea is being reduced from around $25 million for this 
fiscal year to about $18 million next fiscal year. 

Rice producing land is fairly well distributed in South Korea. 
One of the best ways of getting food into the hands of these indigent 
people, is having it produced in little paddies in their own com- 
munities. In: idequate distribution by the, Koreans, themselves, some- 
times creates shortages in urban areas. 

Mr. Futron. In Indochina they have rice for e as and in South 
Korea they would have more rive for export if they had other food 
to replace. With more exports, they could then import more in 
dustrial goods. 

Has thought been given to that three-way program of getting that 
trade implemented, looking toward peacetime? 

Mr. Wuire. More specifically, thought has been given to that pro- 
gram in Formosa, where the same thing is involved and where there 
may be a little better opportunity of encouraging the use of coarse 
grains and wheat as a substitute for rice, making rice available for 
export to earn foreign exchange earnings. 

Mr. Fuiron. Why not do it in South Korea and in Indochina? 

Mr. FrrzGrratp. There was provision in the South Korea program 
this year, Mr. Fulton, for exports of one hundred or one hundred and 
fifty thousand tons of rice, with a certain amount of wheat imports in 
order to be sure that there was adequate grain supplies in the countr y: 

Mr. Vorys. We are going to take up the Korean program. 

Mr. FrrzGrravp. The fact of the matter is that the Korean Govern- 


ment could not collect the rice for export. It may run to 50,000 tons 
instead of what we think it could have been, around 150,000 tons, but 
we cannot go out and collect it from the South Koreans directly. 

Mr. Vorys. The committee will adjourn until tomorrow morning 
at 10 o'clock. 

(Whereupon, at 1:03 p. m., the committee adjourned, to reconvene 
at 10 a. m., Tuesday, April 13, 1954.) 








THE MUTUAL SECURITY ACT OF 1954 


TUESDAY, APRIL 13, 1954 


Houser or REPRESENTATIVES, 
ComMi?tTer oN Foreign AFratirs, 
Washington, D.C. 

The committee met, pursuant to call, in room G-3, United States 
Capitol, at 10:10 a. m., Hon. John M. Vorys presiding. 

Mr. Vorys. The committee will come to order. 

This morning we are considering the foreign operations program, 
and more particularly, the Near East area. We will have three state- 
ments made by the presentation team, and after the three general 
statements, the group will be available for questions. 

The first will be the Hon. Henry A. Byroade, Assistant Secretary 
of State for Near Eastern, South Asian and African Affairs. 

Secretary Byroade, we are happy to have you with us, again. 
Would you proceed? I understand that a synopsis of a statement is 
available for the members and the press and public. You may proceed 
in your own way. 


STATEMENT OF HON. HENRY A. BYROADE, ASSISTANT SECRETARY 
OF STATE FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS, DEPARTMENT OF STATE 


Mr. Byroapr. You have before you a presentation book which is 
classified. It contains detailed justifications of the appropriations 
we ask this year. The three departments, State, FOA, and the Depart- 
ment of Defense, are taking the overall justification statement, taking 
out of that what we think is of security classification, and that will 
be made available to you as our combined statement for the record 
and the press. I believe we will be able to give that to you at the 
close of this meeting, but it will, in any event, be given to you in a 
declassified book very shortly . 

We did not want to duplicate that, so for my part, I do not have 
another formal statement for you to put in the record, but I will be 
glad to speak on this subject for a few minutes. 

The Secretary has appeared before your committee and has given 
you the general purposes we see behind the mutual security program. 
To me, the information he gave you applies with special emphasis to 
the area we are talking about this morning. This area can truly be 
called a trouble area of the world. 

I think the instability is due to two factors. The first of those I 
would say is political, where these countries are having trouble with 
each other, and with outside powers, some of whom are major allies 
of the United States. 

The second cause of instability, and to me the most fundamental 
one, is economic. Here we have a part of the world where govern- 
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ments are increasingly more on trial to try to improve the lot of their 
people. It is an area of the world which we have called underde- 
veloped, and it has been that way for a long time, but today, with the 
radio and the press and the United Nations, and the other means of 
communication, people in this part of the world are more conscious 
of their lack of progress in the economic field. 

I think, to a large extent, that is the underlying root of political 
trouble, and we believe it to be very much in the interests of the United 
States to attempt to assist these countries where private enterprise 
cannot do the job, because there is no way to get development started 
on a loan or a private-capital basis. If we can get the ball rolling, 
then those means should take over as quickly as possible. 

I think our assistance in an economic way to assist these areas will 
give usa greater voice in trying to cure political problems. 

We think the Middle East is a vital area to our own security. I 
think that is well recognized, and I won’t spend much time on it, but 
the strategic location of this territory, and the resources it contains, 
human as well as material, seem to us to be vital. 

Now, I don’t believe that you can understand our plea for assistance, 
or perhaps agree with what we are doing, unless you recognize, as we 
do, a danger of the loss of the Middle ‘East to Soviet influence and 
control. I think that is a basic factor this country has to face, and I 
think many Americans do not realize that many parts of this area 
see themselves as having more daily problems with the West than 
with Soviet Russia. There are disputes in this area with the British. 
There are disputes in this area with the French. Our own position, I 
would say, has been, in the past 6 months, increasingly affected by the 
tensions between the Arab States and Israel. As those tensions mount, 
the part that the United States played in establishing Israel and in 
maintaining it, comes more to the fore. 

So, we have Russia, in some of these areas, as a slumbering giant 
which has not given them these daily problems. 

We have a great challenge before us, if we are going to win this 
struggle, as the hand of Soviet Russia has now been shown. Ever 
since I have had this job, I have wondered when Russia would take 
sides in the Arab-Israeli problem, and she has now clearly done that. 
She has vetoed twice, within the last 6 months, resolutions in the Secu- 
rity Council on this matter. My Arab friends feel that Soviet Russia’s 
aim is to try to be friendly tothem. I think in everything that Russia 
does, you can look for more than one motive. I believe that statement 
is true, but I believe it is a secondary product of their main policy, and 
I think their main policy is to veto, now, anything that appears to be 
constructive in the area toward relieving tensions. If they can make 
the larger portion of this world believe ‘they are extending a hand of 
fr iendship to them, that is a secondary gain. 

Now, we might review what has been done in this past year through 
the area. In Greece and T urkey, our policies are so well known and 
the progress that has been made i 2 so well known that we have a tend- 
ency not to talk much about it. I don’t want any inference left with 
you that we don’t think that our programs there are extremely i impor- 
tant, and should be continued. I think the committee will recognize 
the strength and the stability that has been added to the area through 
our assistance to Greece and Turkey. 





Speaking still from the military point of view, we have seen a new 
approach in the area which, to me, is one of the most fundamental 
things that has happened in the Middle East for a long time. That is 
the Turkish-Pakistan agreement to collaborate together on all matters, 
including security. It is our hope that that awareness of the need for 
collective sec urity will spread in the Middle East and there will be 
other nations that will join that group. 

I think it is an example, looking at Turkey, of how building strong 
points can spread. ‘Turkey is indeed a strong point, a member of 
NATO; she has felt with that strength the ability to participate in 
regional defense matters, on across the Middle East. 

I think our assistance, again, in a military way, to Lran, which has 
been going on for 2 or 3 years, has paid div idends. I think it he ‘Iped 
us through a very difficult period in Lran, with the feeling of stability 
it gave the Government, and the friend it has made for us in that 
country. 

Turning to economics—again, I might start out with Iran. The 
flexibility we asked the committee for last year, I think, has paid 
great dividends, because we were able, under the legislation you gave 
us, to meet unexpected opportunity and emergency in Iran, and we 
had the funds to do it. The net result is that you have in Iran, today, 
a stable government, and one that is prepared to begin tomorrow, nego- 
tiations with international oil companies to try to settle the oil problem. 

I think our assistance to Iran is all that saved the day. I think we 

can look back to the funds you gave us and the flexibility you gave us, 
as the thing that made that possible. 

The funds in Israel have been used well. With the planning that 
government is capable of, our assistance has made it possible for that 
government to move forward on its own, and to make much better 
arrangements insofar as its short-term debt position is concerned. 

Now, there has been considerable newspaper speculation about the 
amount of aid we give to Israel and the amount of aid we give to the 
Arab States. I do not wish to speak in figures, but I think the trend 
there is an important one. We have been criticized for lack of prog- 
ress in the Arab States. I would like to remind the committee that 
this is the first year that we have had the authority to do anything 
beyond point 4 in the Middle East. 

We could well foresee, when we asked for authorization and funds 
last year, that there might be States where, in the first fiscal year, we 
wouldn’t even get started, and that has turned out to be true for a 
number of reasons. What is important here, though, I think, is the 
fact that we have had the authority to negotiate, to survey, and to plan 
for necessary development in some of these States. In some of the 
States it has been the delay inherent in working out engineering 
projects of complexity, the necessary surveys on the ground, the blue- 
prints, and so on, which take a long time. 

In other States, it has been political situations in the States them- 
selves that have caused them to hesitate to move forward, or in some 
cases, not to negotiate at all. 

This was expected, but I think we are getting the groundwork laid 
so that we can be of real assistance to the Arab States. I would expect, 
if you give us authority, that we can show far greater progress next 
year on the beginning of important works in that part of the world. 
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I believe, similarly, that the assistance to Israel can continue on a 
downward trend, and that is based on purely economic reasons and the 
progress that is being made in Israel. I think it benefits us to con- 
tinue to help Israel for reasons which we consider to be, at least 
from an economic point of view, justified to maintain stability in that 
country and let them progress to the point where they can become 
economically viable without our assistance. I believe that our assist- 
ance can continue to diminish year by year. 

Turning for just a minute to the South Asian area, I have spoken a 
bit about Pakistan, who has stood up and been counted in this world 
struggle. It is our intention to do our best to make Pakistan see 
that that was a wise decision. We have had a military survey team in 
Pakistan and it is now on its way home. We are in the process, or 
will be in the process, of trying to work out from a practical point of 
view, what assistance Pakistan can use, and we can offer. 

I would like to say a word about India, and the importance we see 
in continued assistance to India. Here is a country that is completely 
nontotalitarian. It can be called truly democratic in every sense of 
the word. We disagree with India; India disagrees with us on major 
issues of foreign policy. Nevertheless, I think Secretary Dulles’ state- 
ment to this committee that freedom accepts diversity, is something 
to really think about. India has different methods of combating the 
same dangers we see. She uses different methods to combat the Com- 
munist menace within her own country. She may well be making the 
best choice of how to do that. Certainly, that is her problem. She 
differs with us on the treatment of the external threat of Communist 
aggression. Nevertheless, it certainly is in our interest to see that 
country remain democratic and progress along democratic lines. 

I think without the fulfillment to an extent of the 5-year plan, that 
might not happen. By far the greatest capital of that plan is her 
own. If India wishes to continue our assistance, I think it is in the 
interest of the United States to provide it. 

I would like to say a word about the technical assistance program, 
as such. That has been carried forward in our books as a separate 
program, because we see in it a long-term, relatively low-cost program 
of great advantage to this country. There are models and examples in 
the area we are talking about where this program is really reaching 
the people, and I am certain it will pay off. This is a principle of 
assistance I think the United States should stay with for a long time. 
I think we should only supplement by economic aid, in short-term 
situations where we feel that point 4, alone, cannot do the job. 

In summary, I want to say all is not black about this area. The 
Turkish-Pakistan movement is a big step forward. As for Egypt and 
Iran, I think we have a right to be optimistic. If both of those settle- 
ments can be obtained it will have a great effect in the Middle East. 
The real problem for this country that I see is the Arab-Israel situa- 
tion, which I think has grown worse recently. That is such a danger 
spot at the moment and such a delicate one, that I would appreciate 
the opportunity of talking more about that in executive session. 

I think, Mr. Chairman, that concludes my general remarks. I 
would be glad to answer any questions. We thought it might be better 
for you if you heard opening statements from FOA and the military, 
so that is all on the table in the beginning. 
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Mr. Vorys. I think that would be helpful, if the committee would 
permit, so we will hear, now, from Mr. Norman 8. Paul, Regional 
Director of the Office of the Near East, South Asia, and Africa Opera- 
tions for FOA. Mr. Paul. 


STATEMENT OF NORMAN S. PAUL, REGIONAL DIRECTOR, OFFICE 
OF NEAR EAST, SOUTH ASIA, AND AFRICA OPERATIONS, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Pavuu. Thank you, Mr. Chairman. I will try to run rather 
quickly through the main elements of the program. I think Mr. Byro- 
ade has stated the policy which is the backdrop for all our programs 
in this area, and I will try to go through and hit the high spots of 
what we have done and what we are up here to request for this next 
year. 

I would like to reemphasize, at the beginning, a basic element of the 
President’s policy in the whole Middle East, which is reflected in our 
program, which is that of increased attention to this area. I think 
that what the Congress has authorized us to do this year, and what 
we are projecting for next year, reflects this policy of increased atten- 
tion in this area while we are phasing out in other areas such as Eu- 
rope, where the job is well on the way to success. 

I would like to emphasize another element of the policy which is 
behind our programs, and that is that we are trying to deal with 
problems of regions as a whole, and not with individual countries’ 
problems unless those problems can help to find a solution to the re- 
gional problems. This, I think, explains in some degree why we have 
been moving rather eee and slowly in some of the Arab 
States, for example, this yea 

As far as the program is concerned, just a recap on some of the 
figures: $364.8 million in fiscal year 1953, $422.6 million in fiscal year 
1954, and $362.9 million in fiscal year 1955. I would like to interject, 
here, that this is exclusive of the military. I am assuming General 
Stewart will talk to that point, and I will confine myself to the devel- 
opment assistance, technical cooperation, mutual defense support 
programs. 

Our changed emphasis is reflected, as I have said before, on a more 
equitable distribution between the various countries and particularly 
between the Arab States and Israel, and in South Asia an increased 
attention to the problems of India and Pakistan who are fighting 
against a strict time deadline to strengthen their democratic systems 
of government. 

A word about technical cooperation, at first. I won’t go into coun- 
try details, because we have 17 countries in this area, and the programs 
are in large degree similar in many respects, but I will try to sum- 
marize the program as a whole in the area. 

As Mr. Byroade said, it is long range. It consists of the applica- 
tion of American know-how, to “help “these countries in developing 
their own resources and their own talents. 

You will note from our submission that the absolute amounts we 
have asked for technical cooperation have been reduced progressively 
in the last 2 years. I think it might be well to explain why that has 
happened. In the fiseal year 19% 53, for this area of the world, we had 
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$108.4 million programed. For the fiscal year 1954, the figure was 
$74.7 million, and for fiseal year 1955 we are asking for $66 million. 

I would like to correct a misapprehension that I think several people 
share, judging from phone calls and correspondence I have had, 
and that is that this reduction in the figures reflects a decreased em- 
phasis on the part of the administration on the importance of technica] 
cooperation programs. This is demonstrably not true. The fact that 
the figures have been reduced is due to the fact that we have been 
trying to restrict our definition of technical cooperation toward 
the purer form of technical assistance and supporting supplies and 
equipment. We are trying to get out of the construction business, in 
the technical coope ration program. 

In fiseal year 1953, we had a program of $43.6 million, for example 
in India, which was called technical assistance. In fact, this program 
had a large element of economic development, and development assist- 
ance in it, and we have cut that part out of our technical cooperation 
program. It is now reflected in our development assistance figures. 
The same thing was true to some degree of Pakistan, of Iran, and a 
large project in Egypt, for $10 million, in fiseal year 1953. If we had 
been asking for those funds this year, we would put a large percentage 
of that in the development assistance field where, in our opinion, it 
belongs. 

This is not to imply that anything illegal was done in the past, but 
simply that it was a broader definition of the words “technical co- 
operation” than we believe is in accordance with the wishes of Con- 
gress, or of our own wishes in the future. That is in large part the 
explanation for the reductions in the absolute amounts but I would 
like to emphasize again that it does not reflect in any way a decreased 
emphasis on the importance which the President and the rest of the 
administration attach to this program. 

We are carrying out technical cooperation programs in practically 
all of the countries of the area, and in the book that will be declassi- 
fied—we are giving complete program detail including making public 
the program ‘figures, so if you will permit me I won’t deal with the 
details at this time. 

Running through Greece and Turkey, as Mr. Byroade said, I don’t 
think anyone can say that our programs there have not been success- 
ful. We have drastically reduced the amount of mutual defense sup- 
port assistance which we are furnishing for those two countries. 

From 1947 to date the United States has provided to Greece approxi- 
mately $1 billion, excluding the military. However, the amounts of 
aid which we are furnishing have been decreased a great deal this 
past year—this year’s level being $21 million—and we are asking for a 
lesser amount next year of $15 million for defense support assistance. 
This aid we are asking is to enable the Government to keep up its 
very large defense effort. Their military budget is roughly 30 
percent of their current budgets They do have to develop their 
resources further. They he ive several large projects which must be 
developed if the country is ever going to support itself. They have 
to meet the increasing demands of their people for consumer items. 
The program which we are requesting is a minimal amount of $15 
million for next year which, compared to the total United States 
assistance of an economic nature of nearly $1 billion, is an indication 
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that success is being achieved in Greece. Incidentally, the composi- 
tion of that $15 million program will be all in the form of agricul- 
tural commodities. 

In Turkey for next year, we are asking for more substantial amounts 
of money than we are for Greece. This again is a reflection of the 
economic burden that the defense effort of Turkey has placed on that 
country’s economy. The military burdens on Turkey are very large, 
and they are more, frankly, than Turkey can bear at the present time 
without outside help. Since 1947, when the Greek-Turkey aid pro- 
gram started, $330 million of defense support, or economic assistance 
has been furnished to this country. For fiscal year 1954, we are fur- 
nishing Turkey $46 million of mutu:l defense support, and $30 million 
of direct forces support, which I believe Governor Stassen described 
to you when he was up here. Next year we are requesting $45 million 
for mutual defense support, and $25 million for direct forces support. 

There has been a great deal accomplished in Turkey. 

Forty pereent more land has been brought into use than was in use 
before we started. Twenty-five thousand kilometers of new roads have 
been constructed where there were hardly any roads before. They now 
have four very fine ports where they had none in 1948, and the country 
has generally achieved a remarkable degree of economic recovery. 

Economic strength is far from assured yet, however they have many 
more development projects to be carried out. We feel that in balance 
the minimum amount we can get away with on mutual defense support 
for next year is $45 million. 

Moving on to Iran, I think it is well known what has happened in 
Iran last year. As Mr. Byroade said, largely thanks to the flexibility 
which the Congress allowed us in our development assistance fund for 
the Middle East, we were able to move last summer into a critical 
situation which did indeed save the day for Iran. This is not bragga- 
docio on our part. It was conceded by the Government and I think 
everyone around the world that this aid we were able to furnish gave 
the Government of Iran a chance to consolidate their position. They 
are now a more stable government, and we hope they will soon have an 
oil settlement. 

Last summer, when they threw out Mr. Mossadegh, the new Govern- 
ment found the treasury empty. ‘They were literally broke. Premier 
Mossadegh had printed currency and gotten rid of it. The Bank 
Melli had no rials, which is the name of their money, and they appealed 
to the United States for assistance. President Eisenhower authorized 
$45 million of emergency assistance to Iran to tide them over this 
critical period until they could realize some oil revenues. 

Now, they haven’t yet realized those oil revenues and we don’t know 
when they will. We hope it will be very soon. However, it has been 
necessary to add to that amount of emergency assistance another $6 
million, so that we have this year to date extended $51 million of emer- 
gency assistance to Iran over and above the regular technical coopera- 
tion and development assistance program which is $23 million. 

We must tell the committee that the financial situation is still pre- 
carious. It is well to talk about oil revenues but they haven’t arrived 
yet. The facilities at Abadan have to be completely rehabilitated 
and the estimated cost of that has been anywhere from $30 million to 
$70 million. It is going to be an expensive proposition. The 





revenues are not going to flow rapidly. In the meantime, they have 
a civil and military payroll to meet and they have a minimum devel- 
opment program to carry out to satisfy the demands of the people. 
This is what we have done in Iran. Next year we are projecting as 
a regular program, a level of $24 million of technical cooperation 
and development assistance combined, of which $10 million is for 
technical cooperation, and $14 million is for development assistance. 
You won't find that $14 million figure in any ieiaiienen because it 
is part of the overall Near East development fund which we are 
asking for in a package this year. 

In addition, we feel we must put ourselves on record to indicate 
that it may again be necessary, at least for a few months of the next 
fiscal year, to continue to provide financial support for Iran. It is 
impossible to predict, of course, just what is going to happen. If the 
oil settlement is accompanied by advance payments from the oil com- 
panies, Iran may be able to get through without extraordinary aid, 
but we can’t assume that at the moment and we want to go on record 
that we may have to continue for a short time the financial assistance 
we have furnished this year. 

In the rest of the Near East, as far as economic aid is concerned, I 
think Mr. Byroade has given you a very good summary of what has 
happened. We have not made the progress in the Arab States we had 
hoped we would. We had funds available and we still have funds 
available for them. It is our hope that before this fiscal year is over 
we will have programs operating in certain of the Arab States, per- 
haps in Jordan and perhaps in Lebanon. And we hope as we move 
along, that we can expand that assistance to the other states of the 
area which need aid desperately, such as Egypt. 

In the case of Israel, as Mr. Byroade indicated, it has been possible 
this year—and we can’t take credit for this, the Government of Israel 
must—it has been possible for us to reduce our assistance from about 
$70 million in fiscal year 1953 and we hope, and I am sure they hope, 
that the level can be reduced next year, if their current trends are 
maintained. The basic elements, I think, in the improved Israel 
situation have been a very remarkable financing drive and a refund- 
ing of their short-term debt obligations, which has taken away the 
specter of always having to pay short-term debts from hour to hour. 
This situation had aiauaaad them from carrying out their develop- 
mental plans. This problem they, themselves, have handled. 

Also, Israel has made an arrangement with the Federal Republic of 
Germany, whereby they are now getting substantial revenues from 
the German Reparations Settlement. The overall amount that has 
been agreed upon, is over $700 million and it is hoped that this year 
some $50 million worth of POL, capital equipment, and other imports 
can be received on German account. Apart from that, the Israeli 
have set up a foreign exchange budget. They have kept their stand- 
ard of living down to the minimum level they feel they can support. 
They are devoting as much as possible to their development effort. 

They are developing their export industries at a very rapid rate, 
and their agriculture, as well. This year their export picture has been 
very good, but again we must say that this is looking into a crystal 
ball into the future, and they can’t necessarily depend upon a con- 
tinuation of the exports they have had. For example, they had a very 
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good citrus crop this year and they were able to export a lot of citrus 
fruits to Europe. However, that in some part was due to the fact 
of a heavy frost in Europe, which killed the Spanish citrus crop, and 
whether they can continue to count on that market, of course, is very 
problematical. 

As Mr. Byroade said, in the case of the Arab States, frankly we 
haven’t gotten off the ground yet, but we are prepared to. We are 
going through the projects that have been received very carefully. 
There is a lot of engineering that has to be done because they simply 
don’t have the talents that Israel or Western European countries have 
to develop these things rapidly. We will move as rapidly as possible 
on that. To date, however, we have obligated no funds for the Arab 
States in development assistance. 

In the case of India and Pakistan, Mr. Byroade has, I think, given 
you the basic reasons why we are there. We have carried out rather 
extensive programs in these countries in past years. In India, 
through fiscal year 1954, we had granted almost $200 million. In 
1954, ‘the current fiscal year, we have $28.1 million of technical co- 
operation, and $60.5 million of development assistance. For next 
year, we are asking $19.5 million of technical cooperation, and $85 
million of development assistance for India. 

The program in India has made quite remarkable progress. We 
have concentrated heavily in the first years on the agricultural sector 
of the economy. During this past year, although the emphasis is still 
on agriculture, on the community- -development programs, on the 
buildup of their irrigation, both their ground-water irrigation 
through the construction of tube wells. and their larger irrigation 
works. We are moving into the industrial field which has now been 
given No. 1 emphasis by the Indian Government. They appealed to 
us very urgently last year to help them with the problem of procuring 

railroad equipment; rolling stock, cars, and locomotives. And the 
decision was made to grant them assistance in this regard, but only 
after we were satisfied that they, themselves, had used all the funds 
they could possibly find for this purpose. They spent $36 million of 
their own foreign exchange resources for the purchase of this type of 
equipment, and we in turn have authorized purchase of $20 million 
of rolling stock in the form of 100 locomotives, roughly, and 5,000 
freight cars. 

In addition to this, we have increased our procurement of steel, 
because, again there is a shortage of steel; some of the industrial mills 
have had to shut down because of the lack of the right kind of steel. 
India’s own steel capacity, about tenth largest in the world, is not 
sufficient to meet the demands of its industry and we have had to send 
in special types of steel, and that program has amounted to $25 
million. That is not entirely related to the industrial program, but 
it is the major reason for it. 

Apart from that, we have helped to develop—and we hope this will 
go through very quickly—an industrial development corporation in 
India which will permit a greatly expanded use of private capital 
in Indian industrial dev elopment. The details of this plan have not 
yet been fully arrived at. The foreign exchange costs of it, to the 
extent that they are to be met, are to be met by the World Bank, or by 
private British, American, or any other foreign exc hange capital, 
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We are contributing, with the Indians, $15 million of the rupees that 
have been generated from the steel imports which we have financed 
in order to help get this industrial development corporation started. 
The progress to date, which we will present in more detail when we 
get to the Indian part of the presentation, has been most gratifying 
to everyone, I think, including members of the International Bank 
who went out to arrange this deal. It is done through private chan- 
nels and is not a Government of India enterprise. 

In Pakistan, we are emphasizing largely the problem of growing 
more food. 

(Discussion off the record.) 

Mr. Pauw. She has to grow more food in order to get over that 
margin of danger which they slipped into, as you know, a year ago, 
after 2 bad drought years. Last June you will recall the ‘Congress 
authorized us to send 700,000 tons of wheat to Pakistan. More than 
600,000 tons have arrived in Pakistan. This in turn has helped to 
avert a very serious wheat seats age in the country and at the same 
time has stabilized the price of wheat and brought a certain amount 
of wheat out of hiding. Generally speaking, Pakistan this year— 
thanks to a bumper crop and some good weather as well as the United 
States wheat—is in a pretty good situation, but it is nothing they can 
count on for the future. Another drought year could throw them 
under again. 

That is our major emphasis in Pakistan, to increase agriculture, to 
help them settle the more than 7 million refugees who have come 
across from India, several hundred thousand of whom are still milling 
around Karachi without any useful employment and living under 
horrible conditions. These people have to be moved out into the 
country. Pakistan has to develop her agricultural economy more 
and that is the emphasis of our program in that country. 

(The prepared statement of Mr. Paul is as follows:) 


Extracts FroM THE TESTIMONY OF NORMAN S, PAUL, REGIONAL Director, OFFICE 
OF NEAR EAST, SoutH ASIA, AND AFRICA OPERATIONS, FOREIGN OPERATIONS 
ADMINISTRATION 


Total funds requested for the mutual security programs in the Near East, 
South Asia, and Africa, in fiscal year 1955, amount to $569.1 million. This is a 
reduction of $316.6 million from the total of $885.7 million authorized in fiscal 
year 1954. 

A comparative breakdown of this total is as follows: 


Fiscal year 1954 Fiscal year 1955 


Amount | Percent Amount Percent 


Mutual defense assistance $433.1 | . § $181.2 31.8 
Mutual defense support 69. 8 61.9 
Direct forces support 
Technical cooperation 
Development assistance 


Total 


66.0 


| 
| 
| 
25.0 | 
| 
235.0 | 


"569.1 | 
| 


a | ss St 


The mutual defense assistance funds are planned primarily for Greece, Turkey, 
and Iran; mutual defense support and defense forces support funds are pro- 
gramed for Greece and Turkey; the technical cooperation funds are to be 
spread amongst virtually all countries in the area, with 57 percent of these funds 
planned to improve food availabilities, and the welfare of the rural population, 25 
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percent for health and education projects, and 18 percent for projects in transpor- 
tation, communications, industry, mining, and public administration. Develop- 
ment assistance funds requests totaling $235 million are programed approxi- 
mately as follows: India, $85 million; Pakistan, $20 million; Near East, $130 
million (principally Israel, Iran, Arab States). 

The Near East, Africa, and South Asia, region includes: Greece and Turkey ; 
the near eastern countries of Egypt, Iraq, Jordan, Lebanon, Iran, Syria, Israel, 
Saudi Arabia, and other nations of the Arabian peninsula; the independent 
African countries including Ethiopia, Liberia, and Libya; the African dependent 
overseas territories of European countries; and the South Asian countries of 
Afghanistan, Pakistan, India, Ceylon, and Nepal. 

More than 700 million people, or 30 percent of the entire world’s population live 
in this vast area. 

It is an area of vital importance humanly, politically, economically, and mili- 
tarily to the free world. 

The Near East, for instance, is the nerve center of the lines of communication 
and transport between the west and the Orient; in the area bordered by the 
Persian Gulf lie half the world’s resources of oil. 

Africa is a continent three times the size of the United States, with almost un- 
tapped but vast potential resources—agricultural, mineral, and industrial. 

South Asia’s half million inhabitants live close to the orbit of attempted Com- 
munist expansion. Many of its nations are newly independent and eager to 
speedily improve the material condition of their peoples. 

This is a turbulent area. Its peoples are poor, illiterate, hungry, and handi- 
capped by disease. These pressures demand solution. 

Such conditions are ready-made for extremists and agitators—and the Com- 
munists continuously fish these troubled waters. 

But they are ready-made also for a dramatic demonstration of how hunger 
and disease can be overcome, knowledge expanded, and at the same time, freedom 
won and preserved. 

The funds requested for fiscal year 1955 are needed to help and encourage 
the governments in this area succeed in this demonstration. 


Mr. Vorys. That gives us a good bird’s eye view. We will now hear 


from General Stewart and then we may have some questions. 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, USA, DIRECTOR, 
OFFICE OF MILITARY ASSISTANCE, DEPARTMENT OF DEFENSE 


General Srewarr. Mr. Chairman and members of the committee, I 
have a number of copies of this. 

In the Middle East the United States has a military assistance pro- 
gram actually in force, with Greece, Iran, Turkey, and Ethiopia. It 
is expected that arrangements will be completed in the near future 
which will initiate a grant military assistance program with Pakistan. 
In addition, but not as part of the military assistance program, there 
is a small United States training mission in Saudi Arabia engaged in 
training the army and air force of that country. The continued 
freedom of the countries of the Middle East from Communist domina- 
tion is of vital importance to the security of the United States. In this 
area are many of the oil reserves of the world. Here is located the Suez 
Canal, which, together with its western and southern approaches, con- 
stitutes one of the most important strategical localities on the earth. 
This area constitutes a land bridge between Africa, Europe, and south- 
west Asia, Turkey and Iran have common frontiers with Russia. The 
area abounds with religious significance. The most sacred localities of 
three major religions are located in this area. The loss to the free 
world of the Middle East countries, and their subjugation to Com- 
munist threats and exploitation would weaken considerably the 
strength of the free world. 
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Military assistance was first given to Greece and Turkey in 1947. 
In 1949, we —_ ited the mutual defense assistance program which in- 
cluded other Near East countries. These programs have been largely 
responsible for, or have substantially contributed toward, results of 
the greatest importance to the security of our own country. Among 
these results may be listed the defeat of Communist aggression in 
Greece, in lessening of Russian pressure on Turkey for concessions 
in the Dardanelle area; the creation of stable conditions and promise 
of further favorable developments in Iran; helping to bring about the 
military understanding that has been reached among Yugoslavia, 
Greece, and Turkey : the development of mutual defense matters be- 
tween Turkey and ‘Pakistan ; and the entry of Greece and Turkey into 
NATO. 

The economic conditions of the countries in this area, particularly 
with reference to Greece and Turkey, do not permit the further de- 
velopment or even the continuation in being of the military strength 
that has been created, without continued United States assistance. 
The assistance required in these two countries is both military and 
economic and without the economic assistance, the military strength 
could not continue to be effective. 

Now, I have two charts attached to this statement which show our 
program. 

(The charts referred to are as follows:) 


DEPARTMENT OF DEFENSE, MDAP—NEAR East, AFRICA, AND SouTH ASIA 


Value of military assistance programs chargeable to appropriations 
[Millions of dollars] 


» 2 
Fiscal years | Fiscal year Proposed Fiseal years 


1950-54 re 1950-55 





A tee ‘ we "i 3 i see. 


ee | 1 $1, 726.7 | 


$181. 2 ‘$1, 908. 0 


-| ani ttlieaencith itientinttt pdm 


Materiel ‘ ished = 1, 608. 6 142.1 1, 750.7 
Equipment and supplies adie ndeioe (1, 558. 9)} 310. (140. 9) (1, 699. 8) 
Other materiel charges . ina Ma (49. 7) (. (1. 2) 

Training 4 | : 

Other (specify) 

Other, PCH&T 


1 Excludes $75 additional special Middle East and $0.2 million PCH&T, fiscal year 1954 programs under 
development, 


Value of programs for equipment and supplies 


{Millions of dollars] 


Fiscal year 1950-54 program Fiscal year 1954 Proposed fiscal 
program | Year 1955 


Shipped To be pennant | orcesem 


Charged 
to appro-| Excess | 
priation 


1 1 | 
| on Charge- | Cheer | howe | 
| ableto |p ..| able to | able to | 
appro- Excess appro- | Excess | appro- | 
priation priation | priation | 


Total | $693.0 | $67. 55. ¢ 8 | $1.9 | ti 
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Training programs—United States and overseas 
[Value in thousands of dollars] 


> > < ] ‘ 
Fiscal year 1950-54 program : Be Pome yore 
} 1955 program 


Spaces Spaces Spaces 
re} ’ Spaces in 
pro- alue com- Value training pro- 
gramed pleted 7" © | gramed 


Total, formal training , ,73 23, 695. 6 5,440 | $6,112.1 


Total, other training. -........- , 434.4 , 5, 481.4 


Army: 
Formal training-_--- 3, , 944.6 2, 818.8 
Other training ini 4, 277.2 ; 2, 691.0 | 
Navy: 
Formal training -_..~- 2, 747 , 502.0 | 673.3 
Other training a , 614.2 |.. - 915.4 
Air Force: 
Formal training , 97: , 249.0 2, 620.0 
Other training... ._.. cuccsyseu ne laatecsanes, 3,0006 


Norte.—Totals based on unrounded figures hence may vary from totals of rounded amounts. 
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The first chart is stated in terms of funds, and it is for the entire 
area. It shows that in the fiscal years—fiscal 1950 through 1954— 
we have programed, of the funds received from Congress, $1,608,600,- 
000 for the military assistance end-item programs in this area. 

Mr. Vorys. There is a substantial figure for Greece and Turkey 
prior to fiscal year 1950. 

General Srewart. Yes, sir. 

Mr. Vorys. Do you have that figure handy ? 

General Stewart. I do not have it. 


STATEMENT OF BRIG. GEN. SAM C. RUSSELL, CHIEF, FOREIGN AID 
DIVISION, G-4, DEPARTMENT OF THE ARMY 


General Russe... It is largely an Army program. For Greece it 
was approximately $350 million, and Turkey, approximately $130 
million. 

Mr. Vorys. So to bring this total of $1,726 million up to date, what 
we have been doing, you would add the $480 million to it, is that 
correct ? 

General Russeii. That is correct. A lot of the $350 million was ac- 
tually expended in combat against the guerrillas. 

Mr. Vorys. Yes, but our total investment there exceeds the $1,726 
million. It is $2,208 million and we have a lot of stuff left which 
explains the reductions for the next year, but it was that expenditure 
that produced the results that General Stewart has just summarized in 
that area. 

General Srewarr. To continue with the chart, Mr. Chairman, you 
will note that in fiscal year 1954, the total military program for this 
area was $357,900,000. This year, or for fiscal year 1955, we are ask- 
ing for $181,200,000. I would like to state that this dec rease, as in 
the case of other programs, does not indicate any change in attitude 
on our part, or any lack of necessity for continuing strong in this area, 
but it is based on all the factors that bear on the amount of money we 
request, not the least of which is the amount of undelivered items that 
we still have, sir. 

The second part of the chart, the middle area there, gives statistics 
on the amount, in dollar value, of equipment that we have actually 
delivered, and the amount of equipment and dollar value that we still 
have, and have money for, but have not delivered. 

Mr. Vorys. Now, once more, General, would we be justified in add- 
ing to the 693, the $480 million that I assume has been delivered and a 
lot of it shot up, prior to fiscal year 1950? 

General Srewarr. You would be justified, sir, with one reservation. 
Some of that would undoubtedly have been charged to training activi- 
ties and that charge is purely ‘materiel, but the general proposition 
is certainly correct, sir. 

I believe the committee is familiar with the difference between the 
excess and that chargeable to the appropriation. The excess is, of 
course, the equipment we are authorized by the Congress to use in this 
program without charge against the funds appro wriated for the pro- 
gram; equipment that is excess to the needs of the United States 
services. To show the value of the program we show the value of that 
equipment. 
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The bottom part of the chart is a summary of our training activities 
which shows that in this area we have earmarked and set aside 
$23,695,600 for training activities, and we are asking in the fiscal 
year 1955, for $2,590,900 for that activity. 

This training program is to train the people to use our equipment. 

The second chart, Mr. Chairman, is a chart which shows in cate- 
gories of equipment, the status of the program. 

Mr. Jackson. Before we leave this, Mr. Chairman, may I ask a 
question / 

Mr. Vorys. Mr. Jackson. 

Mr. Jackson. By the same process that would add $480 million in 
the original Greek-Turkey program, to the $693 million, would there 
also be an addition to the excess—that is, did we ship excess to 
Greece and Turkey, which would reflect the total cost to be added in 
this column “Excess” ? 


STATEMENT OF ROBERT E. 0’HARA, BUDGET OFFICER, FOREIGN 
PROGRAMS, OFFICE OF THE SECRETARY OF DEFENSE 


Mr. O'Hara. The excess in the Greek-Turkish program was not in 
the same pricing formula as contained in this act and therefore is at 
a fair-value price, included in the total of the amount that was de- 
livered of 475. 

(The $480 million referred to in the preceding testimony applies to 
Department of Army only. The total Department of Defense figure 
is $534 million.) 

Mr. Jackson. Thank you. 

General Stewart. The second chart shows the categories of equip- 
ment for the three services, the value of the fiscal year 1950-54 pro- 
gram, what has been shipped and what we are requesting for fiscal 
year 1955. The left-hand crisscrossed part of the bar represents the 
value shipped in that particular category. The light crosshatched 
represents part of the fiscal 1954 program which has not been shipped, 
and the last, very dark part at the end of each of the bars, is what we 
are requesting for those particular categories in fiscal year 1955, 

Mr. Vorys. We are dealing in futures, again, aren’t we? 

General Stewart. Yes, sir, we are now involved in finalizing the 
1954 program, defending the 1955, and explaining the 1956. 

That is the end of my statement, sir. 

Mr. Vorys. We will go into executive.session shortly but there may 
be questions the members would care to ask of our presentation team, 
in view of these general statements. 

Mrs. Bouron. I have been very much interested in all three state- 
ments. I think we have not heard such concise, clear presentations for 
a long time, if ever. 

I want to thank the team for the cooperation they have given us in 
our insistence upon clarity and detail. We very much appreciate these 
classified books and will more appreciate the declassified books when 
they are put into our hands and we will really know what we can 
talk about. Sometimes we are very secretive and then we read it in 
the Times or something, and it makes it a little troublesome in our 
district, so we are very grateful to you now. — 


. 
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I have, of course, a million things that I do want to ask you, but 
among others I would like to know what serves as criteria for the 
amount of money requested for the technical cooperation program. 

Mr. Pact. Well, there is no rigid formula, Mrs. Bolton, for doing 
that. 

Mrs. Boron. May I add to that question: Does it duplicate at all 
the United Nations? 

Mr. Pauw. No; it does not. As you know, the request for contribu 
tions to the United Nations is in fact larger this year than it has been 
in past years but there has been no duplication. Quite frankly, we 
have found cases where both the United Nations teams and our teams 
were operating in the same fields. This does happen now and then, 
but there has not been overlapping of personnel. 

As to your question on the criteria, I think I have to generalize a bit 
and say that in most countries the criteria for the kind of aid, which 
in turn sets the total figure, depends upon the degree to which the 
country itself has plans and has the technical competence to start 
things out. 

Take as an example a program for which we are not asking for sub- 
stantial sums, Iraq. Iraq has a good development program, 70 percent 
of their budget is devoted to development and our major job is to 
supply them technicians, preferably over short terms of time, top- 
level people to go in and advise them on their tax, on their budgetary 
structure, on a phase of their reclamation programs or something like 
that. In the case of Jordan, on the other hand, where we have fur 
nished a larger amount of technical cooperation, you have to start 
from scratch. The types of technical aid we give there are much more 
fundamental and basic than they are in the other countries. I am 
sorry I cannot give you a precise definition but you really have to run 
through it country by country and it is largely determined by the 
degree to which they have come along so far. 

Mrs. Boron. What is the difference between technical cooperation 
and defense assistance ? 

Mr. Paut. Technical cooperation is the furnishing of the services 
of United States technicians; it is the training program where we 
bring their nationals over to this country to attend various schools, 
and it is the supplies and equipment which our technicians need to 

carry out their demonstration projects. As I said, in some cases in 

past years that has been rather broadly construed and we have in 
fact gotten into construction of some facilities but we are trying to 
get out of that business just as rapidly as we can. 

Mrs. Bouron. Thank you very much, Mr. Chairman. 

Mr. Vorys. Mr. Carnahan 

Mr. Carnanan. General, on the first of your charts, the total pro- 

am for 1954, $357.9 million is shown and then in 1955 5, a reduction to 

181.2 million. 

What is the basis of that reduction and is it a reflection of the in 
stant retaliation policy ? 

General Stewart. It is not a reflection, Mr. Carnahan, of the in- 
stant retaliation policy. The reduction in the entire military program 
for fiscal year 1955 is based upon the amount of money required to 
keep this program moving at what we believe te be the maximum 
speed at which we can keep it moving. 
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As you will readily note from the figures in this area, there remains 
a very substantial amount of equipment yet to be delivered. In other 
words, money yet to be actually spent, and the reduction in this area 
is simply in line with the overall reduction of our requests this year. 
It has no political or international significance. It is based on caleula- 
tions of what we require to continue this program through the next 
fiscal year, at as rapid a rate as we think we can carry it out. 

Mr. Carnauan. Do you feel a reduction in economic assistance for 
the area is justified ? 

General Srewarr. I do not, sir, because I, as Administrator of the 
military program, am fully aware—in fact, I know exactly what it 
takes to maintain the forces we are assisting in building up in some of 
these countries, and these forces cannot be maintained ae be effective 
fighting forces through military assistance alone. It requires eco- 
nomic assistance in that country if the forces are to continue in being. 
They have to be paid, they have to be housed, they have to be clothed, 
they have to receive medical attention, and those things are going to 
require economic assistance if we are to keep the forces we now have. 

Mr. Carnauan. Is it your opinion that the danger from communism 
in the area has lessened ¢ 

General Stewart. It is my opinion that the increased strength re- 
sulting from our economic and military programs, when combined 
with the feeling of more confidence that the people have and as a result 
of that a buildup of a will to be free, has certainly resulted in a de- 
creased threat that this area will come under the domination of the 
Communists. 

Mr. Carnanan. I have just one other question: Have the Commu- 
nist pressures decreased ? 

General Stewart. I believe that you will recall in recent weeks that 
the Soviet Government has written some notes to Greece—and I will 
ask Secretary Byroade to check me on this—I believe to make a 
protest of certain actions in those countries friendly to us, and I be- 
lieve it has appeared in the papers that both of these countries have 
answered those protests with considerable resolution and without 
weakening the position they originally took, which indicates to me 
that while there may be a continuation of some pressure, that the 
determination to resist has increased greater than the pressure. 

Mr. Carnanan. That is all. 

Mr. Vorys. Mr. Smith 

Mr. Siru. Is not development assistance economic aid? It appears 
that we dressed the term a little differently this year, possibly to allay 
public distrust of more economic aid. 

Mr. Pauw. Well, it certainly is economic aid, Mr. Smith. The reason 
the term “development assistance,” was picked, in this area at least, 
is that we are relating our assistance, the dollars we furnish and the 
counterpart we have, to specific development projects. It is not a 
balance-of-payments program in the same sense that the Marshall plan 
was. We are addressing our aid wherever possible to specific develop- 
ment projects. 

Mr. Smiru. Such as locomotives and things of that kind ? 

Mr. Pauw. Yes, sir, and dams, transportation of one sort or another, 


roads. 
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Mr. Suit. Now, in view of the situation in India, and our deter- 
mination to furnish military assistance to Pakistan, do you think we 
are justified in furnishing this aid to India? 

Mr. Pavt. Yes, sir; I do. 

Mr. Smirx. On what theory ? 

Mr. Pavt. On the theory that, as Mr. Byroade has pointed out, we 
have in India, now, a democratic government. This Government dis- 
agrees with us on some fundamental issues of policy, but apart from 
the inflammatory statements that some of their leaders occasionally 
make, the good will that we have in the minds of the Indians is very 
much on the upgrade. Our assistance is providing them with the nec- 
essary margin toward meeting their development plan, which I don’t 
believe they could meet without external assistance. 

Mr. Smrrn. The thing that disturbs me and disturbs many people in 
the United States is the fact that there are basic fundamental differ- 
ences in policies between India and ourselves. It is very difficult to 
justify our assistance in view of those basic differences. 

That is the import of the mail that I am getting as we consider 
this overall picture. 

Mr. Byroape. Mr. Smith, I just received a cable before I left and it 
isn’t totally deciphered but it starts out, speaking about the hearings 
here, and makes reference to recent agreements, cooperation agree- 
ments, and to Mr. Stassen’s testimony. This is from the press in 
India: 


A prominent Hindu daily has decried tendency on part of Indians to regard 
United States unfriendly to India. 


It quotes another newspaper published in New Delhi and Bombay: 


United States is neither an enemy or anti-Indian. This can be proved not only 
by reading speeches of United States leaders but by various aids which con- 
tinue to come to India from the United States. 

Pointing to the recent agreements by which United States provides 
aid for India, the Times added: 

It is obvious from these that the United States wants to help India progress. 
Secretary Dulles and Stassen— 
said the Times— 
have provided complete answers as to motives of United States aid. 

The Times said: 

United States interest is the assurance of success of democratic government, 
which is completely different from experiment being carried on by neighboring 
police states. 

It goes on in that vein for a while and then ends up with an ex- 
tremely strong comparison between our system and that of Soviet 
Russia. 

We have been through a rather difficult time with India, on policy 
matters arising out of Korea, and this question of Pakistan. 

I believe that our many friends, who have been concerned about 
relations between the United States and India, are working as hard 
as they can to correct them, they would have the ground cut out from 
under them if the United States decided at this moment to discontinue 
aid. It would be taken as a punitive measure. We think that concept 
is very much against the interest of the United States. I think what 
happens in India in the next 20 years may in the end be more im- 
portant to us than what has already happened in Asia. I am certain 
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this possible situation of continuing aid to India if they wish is in the 
best interests of the United States. 

Mrs. Cuurcu. Mr. Chairman, with regret for not having heard the 
presentation, I would like to take courteous exception to the state- 
ment that refusal of aid should be considered a punitive measure 

Mr. Byroape. I am not speaking about governmental leaders in any 
sense. I was speaking about public opinion which would be agitated 
by people unfriendly to the United States. 

Mrs. Cxurcn. It would be a pity if we had reached the stage where 
we had to consider either increasing or discontinuing aid from the 
point of view of whether or not our action would be regarded by the 
foreign country as an unfriendly act. 

Mr. Vorys. I think we are going to have to proceed in order. 

Mr. Somrru. Isn’t it true that most of the dieecch groups in this 
country have spoken out against military aid to Pakistan, in view 
of India’s attitude, on that one particular thing, leaving aside this 
question of economic decision, which I am not opposed to, myself? 

Mr. Byroape. I am not certain of the statistics. I have addressed 
2 or 3 church groups on that subject and sensed some opposition 
but certainly sensed more approval of what we were doing. A tabu- 
lation of what they have said in print, I don’t have. 

Mr. Smrru. I have more questions. 

Mr. Vorys. We will move around and come back. Mr. Burleson—— 

Mr. Burieson. I will yield to Mr. Smith, if he has another question. 

Mr. Smrru. I will get it in the record later. 

Mr. Burteson. Mr. Chairman, I would like clarification, if I may 
have it, Mr. Paul, on this pac nage arrangement for assistance under 
FOA programs in ‘the Middle Eas 

Do I understand that the 1 saahet will be for a package program, in- 
sofar as money is concerned, for the entire Middle East? 

Mr. Paun. Well, yes. It would be actually the Near East, although 
the terms are somewhat interchangeable. It applies to ‘the Arab 
States, Israel, Iran, the independent countries of Africa, and the de- 
pendent overseas territories of Africa. 

Mr. Burieson. You expect to ask for a lump sum for the entire 
area, With authority from the President to the Director of FOA, to use 
the funds on whatever basis deemed advisable, considering the need, 
the cooperation, the accomplishment and the goals, et cetera? 

Mr. Pavut. That is true. We would indicate to the Congress, in 
executive session because there are a number of political angles to it 
that we don’t think can be disclosed right now, a tentative breakdown, 
as we have it in the book, of the countries we would propose to assist, 
but we are requesting, it is true, the flexibility to use those funds as 
the program develops. 

Mr. Burieson. It would not be under the present arrangement, per- 
centagewise, for authority to transfer from one area to another, and 
for one purpose to another ? 

Mr. Pavt. I believe the present authority of the act does not permit 
transfers into that fund, or out of it. In other words, enlarging the 
fund directly. 

I would like to ask Mr. Wolf about that. It is exactly the same as 
it was last year, I believe. 

We have the authority to shift within the fund. We have no au- 
thority to transfer funds directly into this fund or out of it, I believe. 
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Mr. Worr. Under the new legislation there will be transferability 
into and from these funds. 

Mr, Burveson. You are only Sere from the present arrange- 
mentas it applies to this general are 

Mr. Brroape. I don’t believe we are departing from it at all. I 
think we are asking for the same type of provisions as to flexibility 
that we had last year. 

Mr. Pauw. In this last year we have had appropriated to us $147 
million for a package of development aid to Israel and the Arab 
States, Iran and Africa, and within that amount, we have shifted. We 
have had to use a substantial amount of that for this Iranian crisis, and 
for the Israel development program. 

Mr. Burieson. But you did have it earmarked and broken down 
country by country. 

Mr. Pavt. Only illustratively, sir. It was entered as one figure in 
the appropriation. It was not broken down by countries. 

Mr. Vorys. Is the point you are driving at the difference in the 
military funds last year? 

Mr. Burteson. Well, not necessarily. 

Mr. Vorys. There was authority to switch military funds which 
took in areas that had never been covered by such military funds 
before. 

Mr. Burteson. That was a part of the percentage arrangements. 

Well, anyway, as I understand, in executive session you will have 
the reasons for your tentative breakdown, country by country. 

Mr. Pauw. Yes, sir. 

Mr. Burieson. And did I understand the other day from testi- 
mony—lI am not sure if it was Mr. Stassen or not—that you would be 
asking for unexpended balances or for new funds? 

Mr. Pau. We are asking for new funds for this particular fund. 
There is also a reauthorization requested for the Palestine refugee 
fund. That is the United Nations Relief and Works Agency for 
Palestine refugees. 

Mr. Burieson. Those will be new funds? 

Mr. Pau. No; that will be a reauthorization of funds authorized 
but not appropriated for this year. We have not used those funds 
this year. 

Mr. Vorys. Mr. Judd—— 

Mr. Jupp. Mr. Chairman, I would like to ask if before I came in 
due to unavoidable delay—I had automobile trouble this morning— 
there has been a breakdown of mutual defense assistance funds. You 
say, “mutual defense assistance funds of $181 million are planned 
primarily for Greece, Turkey, and Iran.’ 

Now, Mr. Dulles or Mr. Stassen, one or the other, told us the other 
day that under this new agreement we have made with Pakistan, the 
military aid to Pakistan for this fiscal year was to come out of funds 
already on hand, apparently out of the $433 million that was in the 
1954 budget, but there apparently is nothing programed here for 
1955 for Pakistan by name. 

Has this been discussed before I came in? If not, I would like to 
have it discussed now. 
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General Srewarr. We are asking for no additional funds in fiscal 
1955 to cover Pakistan. Congress last year appropriated $30 million 
for Near East countries outside of Greece, Iran, and Turkey. In 
addition, under the legal authority and at the request and direction of 
the State Department, and the Director of the Foreign Operations 
Administration, we have reserved $50 million of the funds we had in 
our Turkey-lran-Greece program last year to meet Middle East re- 
quirements—we have used $5 million of that. We have as of today, 
$75 million available to meet any new commitments that may grow 
out of what is happening today, including Pakistan, and we are not 
asking for additional funds for those particular countries this year. 

Mr. Jupp. That $75 million is to be considered available for use at 
any time. 

General Stewart. We shall ask for that to be carried over; yes, sir. 

Mr. Jupp. And you don’t have definite amounts to suggest as the 
proper amount to give to Pakistan in developing its military potential 
at the present time, or do you prefer not to say it publicly ? 

General Stewart. We have a survey team which is on its way home 
from there now and when we get their recommendations we will be 
in a position to know what we should do. We have a tentative amount 
which I would rather give you in executive session. 

Mr. Jupp. Thank you. 

If this next question has been taken up, also, please stop me. Under 
tlie aid for Tndia last year, we were given illustrative plans and pro- 
grams which showed, as I recall, some 20 percent for agricultural 
production; an approximately similar percent for village industries, 
and so forth, and a third item, around 10 or 12 or 15 percent. About 
$600,000 of the total amount was programed for transportation, com- 
munications, and so on, and yet I am told that some $45 million of the 
total went for transportation and communications, which was roughly 
75 times as much as was planned. That seems a rather shocking shift 
in expenditures. Either there was awfully poor planning before and 
your agency wasn’t laying the cards on the table when it gave us that 
illustrative program, or else something drastic happened out there of 
which the public was not aware that caused such a marked shift. 

Mr. Pau. Mr. Judd, it is quite true we had indicated only $639,000 
for transportation and it is also quite true that we greatly expanded 
that amount. I think the figure was $20 million. 

Mr. Jupp. $20 million one time and $25 million another. 

Mr. Pauw. The $25 million was for the procurement of steel. Some 
of that steel would be fabricated into rails, that is true, but the actual 
procurement of railroad equipment, rolling stock, engines and ¢ars, 
is a $20 million figure. Now, I can’t confess that it was poor planning 
at the time, but I think we ought to enter this on the foal: that at 
the time we came up with the Indian program for last year, it had been 
quite drastically reduced by the screening within the administration, 
from the figure that had been proposed in the initial budget which the 
outgoing administration had sent up, and there were revisions made 
in both the Indian and a number of other programs to bring the 
figures down to fit in with the request. 

As a result, a large amount of the illustrative tables we were foreed 
to give you then were highly illustrative and reflected a judgment 
here in Washington, more than a judgment that had been worked 
out carefully in the field and with the Indians. 








That. is the frank truth of the matter. 

Mr. Vorys, They weren’t highly illustrative. They didn’t illus- 
trate anything. 

Mr. Pavut. They were illustrative of what we thought. 

Now, in July of last year, the Indian Government made a request 
to our mission in India, that this was the No, 1 problem, the most 
urgent problem with which they had to deal. As I testified earlier, 
we screened this project very, very carefully, and we insisted that they 
devote all of their foreign exchange resources they could to it, which 
they did—$30 million—and we also satisfied ourselves that this could 
not be met by a loan from the IBRD. 

We further satisfied ourselves that the rolling stock in India was in 
a bad state of overuse and in some cases misuse. The rolling stock was 
all old, it had been depleted scriously during the war and un down, 
and hadn’t been replaced. We agreed with them that this was a high 
priority project and should go ahead. 

Mr. Vorys. Will the gentleman yield? 

Mr. Jupp. Yes. 

Mr. Vorys. Was it financed as a loan? 

Mr. Pav. No, sir: it was a grant. 

Mr. Vorys. Can you think of anything on earth that is more appro 
priate for a loan than railroad equipment that creates freight income 
and passenger income ¢ 

Mr. Pavut. Well, taken as a project in itself, I would say “No.” It 
seems like a natural for a loan. 

Mr. Vorys. Thank you. 

Mr. Paut. However, the things we took into account were that they 
were already loaned up to their capacity, from all external sources. 

Mr. Jupp. My only point is you folks come in and s say you are going 
to have this year 57 percent for a plan to improv e food availabilities 
and the welfare of the rural population; 25 percent for health and 
education projects; and 18 percent for projects in transportation, com- 
munications, industry, mining, and public administration. 

Well, I read these figures and I don’t have the slightest idea whether 
they mean anything at all. That is my trouble. 

Mr. Pavt. I can assure you, Mr. Judd, that it does mean a great 
deal, 

We contemplate no revision in that and if we do, you will certainly 
know about it. 

Mr. Jupp, Well, we knew about the revision last year but that did 
not help the situation any. 

This incident hurt the whole program. There was no attempt made 
last year to cut the program for Asia. There were amendments in 
the committee and on the floor to cut almost every other item in last 
year’s eee. There wasn’t a motion presented in the committee 
or on the floor, to cut the economic aid programs for India and Pakis- 
tan and the Far East. We had had a subcommittee out there from 
this committee and we all approved it as presented to us. Then so 
much of the aid is given to railroads. If it was a bad railroad, it was 
at least the best in Asia, except Japan. 

There are some railroads out home that need rehabilitation almost 
as badly as that one in India did. It just doesn’t go down with our 
people. I may be able to justify it and maybe others can, but that 
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kind of operation creates more resistance against the whole program 
than the benefit to the railroads did good, in my judgment. 

Mr. Vorys. Mr. Lanham 

Mr. Lanuam. Are there requests for all of this aid to India, through 
governmental departments and officials? Or did you simply offer it 
to them and give it to them without request? 

Mr. Pauw. It is worked out within each individual ministry and 
with the finance ministry over all. 

As far as the presentation of a formal request from the Govern- 
ment, from the Prime Minister, I don’t think they have ever done that. 

Mr. Lanuam. Well, they criticize us, after using our aid, and I 
just wonder if they really want it or if we are not pushing it on them 
and that it really does not have the aproval of the governmental 
officials of India. Do they talix out of both sides of their mouths? 

Mr. Pau. Well, I can testify from experience, sir, having just been 
out there, that they want it, and they appreciate it very much and 
have stated so publicly. They have not entered into formal requests 
as some other governments have, for the overall assistance, but I don’t 
think there is any doubt as to the need for it or their appreciation. 

Mr. LanuamM. And they have not requested it? 

Mr. byroape. If you are speaking about one formal note for assist- 
ance over a period of years, that is correct, but you can build a very 
good documentary case, I think, that they have requested it. You 
have speeches in their own Parliament and speeches by their prime 
minister. 

Mr. Lannam. All I read is critical of us and it does not indicate 
that they are requesting our aid and it appears that they seem to 
object to it. 


Mr. Byroave. Well, I would like to state categorically that we are 
not forcing aid on anyone, least of all India. That is not our re 


ophy of operation. We respond to requests made upon us 
various ministries, which are coordinated out of India. 

Mr. Lanuam. What do you mean by the various ministries, do you 
mean India? The heads of the cabinets? 

Mr. Byrroape. Yes. 

Mr. Lanuam. Do they request it or do you go to them and say, 
“We have a little money we might spend in India, do you want some 
of it?” 

Of course, they would take it under those conditions. 

Mr. Pau. No, they present their development plans to us, in the 
first instance, and in the conferences we have had with them—as I 
say, principally with the finance minister, the development minis- 
ter—we have gone over all their plans and they have indicated a need 
for more money than we are able to furnish them, but they have not, 
as Mr. Byroade said, entered any formal exchange of notes asking 
for United States aid; no, sir. 

Mr. Lanuam. Does Nehru know what his ministers are doing? 

Mr. Pavt. He certainly does. They don’t do anything important 
without checking with him. 

Mr. Vorys. Mr. Javits 

Mr. Javits. I, too, would like to compliment Secretary Byroade, 
Mr. Paul, and General Stewart on the lucidity of their presentation 
today. 


y the 
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Mr. Secretary, in view of the present situation in the Near East, 
what is the policy of our Government on furnishing arms to the Arab 
States? 

Mr. Byroapr. Well, Pakistan, of course, is Moslem. You exclude 
that, I assume? 

Mr. Javits. Yes. 

Mr. Byroapr. There have been no other agreements concluded. 
The one with Pakistan, as a matter of fact, isn’t signed. I presume 
it probably will be next week. The Secretary and myself have ex- 
pressed to the committees many times our concern at the lack of 
defense in what the Secretary calls the northern-tier states. 

It is our policy to see those countries strengthened from an internal- 
security point of view, and some external “defense capabilities, but 
there are no developments that I can report to you in that direction. 

Mr. Javrrs. In view of what you said about the tension between the 
Arab States and Israel, what measures will our Government take if it 
does furnish arms to the Arab States to see that they are not used in a 
renewal of the Arab-Israel war? 

Mr. Brroape. Well, from every state we give assistance to, we re- 
quire assurances against aggression against any one, in accordance 
with your legislation. That is the formal guaranty to us. I think 
we would not enter into such arrangements with any state if we 
doubted the validity of those commitments. 

Mr. Javirs. In other words, you would undertake to be sure that 
such arms would not be used in a renewal of the Arab-Israel war ? 

Mr. Byrroapr. I would, sir. 

Mr. Javrrs. You cannot tell us apparently whether you are going to 
give any arms to the Arab States? 

Mr. Byroape. That is right. 

Mr. Javits. Now, Mr. Secretary, do you find that the example of 
Israel in connection with wages, industrial development, engineering 
skill, representative government, and western ideas gener ally is hav- 
ing an effect in the Near East upon what is happening i in the Arab 
States and if so, what effect do you find? 

Mr. Byroapp. I think probably the most prominent effect is resent- 
ment of her neighbors against the progressive ways of this new state 
that has entered the Middle East. 

Mr. Javits. Do you find them, themselves, moving in the direction 
of greater modernism because of, let us say, the challenge of competi- 
tion from Israel to the Arab States? 

Mr. Byroapr. No, I don’t, because there is practically no intercourse 
between these States. ‘The opportunity to see what one’s neighbor does 
isn’t there. 

Mr. Javits. Now, finally, Mr. Secretary, could you tell us in a kind 
of capsule under the conditions of these border incidents that are so 
serious between Israel and the Arab States and the inability to get the 
Arab States even to negotiate about the armistice terms, the difficulties 
about the Arab refugees and Jerusalem, and the problems of the Arab 
States feeling that if you want to be their friend you have to be the 
enemy of the people they call their enemies, what is going to be the 
policy of our Government? Is there any fundamental principle which 
we intend to follow in that area, or is it improvised ? 

Mr. Byroapr. That is a pretty big capsule. 
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Mr, Javirs. Well, you have stated something about it. Just by way 
of indicating what I have in mind, we have had Secretary Dulles’ 
statement on impartial friendships. Now, what is our position today ¢ 
Lots of things have happened since that was said. 

Mr. Byrroape. Mr. Javits, there are dozens of things you can point 
to and say, “This affects that,” and so on, but I think what we should 
all consider here, is that we are in the middle of a very fundamental 
development. Itseems to me that this country, given two facts, (1) the 
East-West situation, and, (2) the decline of influence of other powers 
in this part of the world—when you see on the one hand the threat 
and the inability to meet the threat—then I think the time would come 
when the United States would realize that it had to do more than it 
has ever done to attempt to be a factor of stability in this whole area. 
We can put it that we would attempt to increase our influence in this 
part of the world, in an effort to save it from its northern neighbor. 

Now, I think given the facts in the world today, I think that was an 
inevitable thing. I think that that process started, in a serious way, 
2 or 3 years ago. 

Now, whenever that happened you would also, and I think it is in- 
evitable, run into a period of increased tensions, and you would have 
a period in which our friends in Israel would become alarmed, and 
honestly alarmed. 

I think we have gone down this trend to the point where now, hon- 
estly, both sides think we are partial to the other. And one might 
say in a crude sort of way, maybe that is progress. What we regret 
about that situation is that the people of Israel overexaggerate from 
our point of view, the dangers that this trend brings them. It is not 
our intention to do anything that we feel is going to endanger the 
Israel State. Yet I can well see that an Israel citizen, reading what 
he does in the press about changed policies and trends end strength in 
Arab States and so on, would have cause for concern, 

Now, what we have to do, I think, in our own interests, is to continue 
our present efforts and set a goal for ourselves, 2 or 3 years hence—it is 
going to take quite a while—that we should reach a point where both 
sides will say, “Well we didn’t particularly like that policy, but after 
all, it was impartial and just, as the United States saw it.” 

I think some of these fundamentals that I am talking about have in- 
creased tensions. I don’t have any doubt that we can get through this 
without developments that should seriously worry Israel. 

That is about all I can say about the fundamentals. When you get 
into each border incident, you begin to get into a very confused picture 
in which one can only conclude from the evidence we have that neither 
side is using the restraint we would like to see them use. We have to 
do all we can unilaterally, we have to work with the three powers, be- 
cause, as I said before you came in, I think the effectiveness of the 
U. N. may unfortunately be gone for a while because of the attitude 
of Soviet Russia. 

Mr. Vorys. Mr. Jackson 

Mr. Jackson. Mr. Secretary, Mr. Paul, General Stewart, I express 
again my appreciation for the very full and lucid manner in which 
your presentations have been made this morning. 

I have no questions but I do want to go very definitely on the record 
as associating my concern with that expressed by the gentlewoman, 
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Mrs. Church, Mr. Smith, Mr. Lanham, and others relative to the pro- 
posed amount for India. I think the purpose of this program—at 
least it has always been my concept of it—is that it was designed to 
strengthen our friends and allies and give them a greater capacity to 
withstand Soviet aggression. I cannot help but compare the attitude 
of Turkey with that which has been so consistently expressed in the 
United Nations and elsewhere by India. And I was astounded when 
we had a report from Mrs. Bolton as to the experiences she had had in 
the United Nations, with the Indian representatives. 

Turkey brought to this mutual program something more than mere 
need. It brought a willingness and a determination to fight aggres- 
sion. I remember I was there in 1947 before the Turkish and 
Greek program of aid, when a staff officer of the Turkish general staff 
said, “It doesn’t make any difference to us whether we get American 
assistance or not. Wecanuseit. We will us it well, but we will fight 
the Russians whether we get it or not.” The pressures on Turkey— 
if one excluded the political pressures which are a little complex for 
me to understand, but if one considers military pressure there is no 
nation on the face of the earth that has been under more continuing 
pressure than has Turkey, nor one which has delivered more magnifi- 
cently, politically, diplomatically, and militarily in Korea—while 
their troops were doing a magnificent job there, we got a couple of 
ambulances from India. I am inclined to associate myself with some 
others who view this Indian program with tremendous concern and 
my disposition at the moment is to oppose it in committee and on the 
floor, unless and until there are more substantial and cogent arguments 
brought to bear on why we should furnish aid to India. I think the 
India thing will have a terrible time on the floor of the House unless 
there is more justification. 

I don’t think reciprocity means that any of our friends and allies 
have to adopt our foreign policy, but I think reciprocity indicates 
they shouldn’t put any stumbling blocks in the way of the implementa- 
tion of it. We are fighting a great conflagration in that part of the 
world and we have a bucket brigade and Iran and Turkey and Greece 
are passing buckets and we have India passing buckets both ways. 
There is nothing that fouls up a bucket brigade any faster than that. 
I did want to put my concern on the record at this time. 

Mr. Byroape. Mr. Congressman, the United States can simplify its 
tasks in this world a great deal if we want to adopt a position that 
either you are 100 percent with us or you are against us. You can 
draw a line pretty fast, but I don’t think that is in the interests of the 
United States. We don’t have a program of helping our friends. 
We have a program of preserving our way of life in this world. You 
see great achievement in India on one side of the Asian continent and 
you see a totalitarian government—Red China—trying to outdo that 
one and I think it is in our interests to see the democratic system win. 

If there are occasions where we differ on foreign policy, that is 
unfortunate. I don’t believe your statement that they are hampering 
us can be documented as a significant one in what we are trying to 
do in this world. They may not believe in the principle of collective 
security but want to keep their country out of the orbit of Communist 
Russia, and we can be glad for that. 

Mr. Jackson. The point is, if their desire to stay out of the orbit 
of Communist domination depends in any material part upon the 
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receipt of outside aid, I join again with Mrs. Church when she says 
we shall have reached a very desperate situation in this world today 
when any failure to supply funds—“X” millions or hundreds of 
millions of dollars—is teeta as an unfriendly act. It is the same old 
song we have heard for a long time, “Unless you do this, we are going 
to go Communist.” 

Mr. Byroave. There is no such threat 

Mr. Jackson. But there are other instances. I am not speaking 
of India now. Sitting on this committee for 7 years, I have heard 
clear inferences that unless the United States does this, or takes this 
step, there is very real danger that one country or another will not 
have the moral stamina or the determination to remain free. 

Mr, Byrroane. It isn’t a question, Mr. Congressman, of the leaders 
of a government deciding to go Communist. In my opinion, that 
can’t hi appen in India. What we have in India today is an opportu- 
nity we never had in China. We never had a mechanism set up to 
reach the people. Now, the combined American-Indian setup for 
community development projects is reaching the people. 

If we had had that opportunity in China, ‘I don’t believe we would 
be where we are today. We have this setup. It is reaching its period 
of maximum effectiveness. I spent 2 years in India during the war 
and I hadn’t been back until last year. I was amazed at the spirit of 
India, of what they are trying to do for themselves. 

Now, I think our assistance isn’t great compared to what they are 
putting into it, but it is still very significant for us. I think it isa 
worthwhile investment. 

Mr. Jackson. I am very happy to have your expression, Mr. Secre- 
tary, and I still say that I think some more cogent reasons are going to 
have to be developed. 

Mr. Vorys. Mr. LeCompte 

Mr. LeCompre. Mr. Chairman, thank you. I didn’t get here on 
time, so I didn’t hear all the statements made. 

Idoa ypreciate the remarks that I have heard since I have been here, 
and all that has gone before I am going to try to read. 

I have no very important questions. I did hear General Stewart 
speak about survey teams, and I was just thinking about the mechanics. 
Does your Department send survey teams to all of these countries be- 
fore you recommend a project or anything for any country ¢ 

General Srewart. Yes, sir. 

The survey team in this case is sent out only after the State Depart- 
ment advises and requests us to send it. Necessary arrangements have 
been made to the extent that we are now in a position to make a sur- 
vey. 

We did this same thing about 3 years ago in Spain, for instance. 

They go out and our military talks with their military. They find 
out what the other man has in the way of military forces, what he is 
equipped with, how modern he is, what their estimate of the ability of 
the other man to receive our type of equipment is. They come back 
and recommend tous the type of program we should have. 

Mr. LeComerr. That is largely 1 in the military field and not very 
much in the way of economic aid for Europe. 

General Stewart. I speak now only of the military. 

Mr. LeCompre. Thank you very much, Mr. Chairman. I think I 
have no other questions. 
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Mr. Vorys. Mrs. Church 
Mrs. Cuvrca. Mr. Paul, have you given to the committee a break- 
down of the $235 million to be used for project assistance, 1. e., the kind 
of project for each country ? 

Mr. Pau. No, we haven’t put the kinds of projects in. It is in the 
large book which is going to be declassified tomorrow. 

Mrs. Cuurcu. At that time would it be possible to make a distine- 
tion between the elaboration of the economic assistance programs and 
the technical cooperation. 

Mr. Paut. In the description of the projects it is there. Some of 
the projects are geared in very closely with the technical cooperation 
funds, partic ularly in Iran, where the technical cooperation fund is 
purely for technicians and trainees. 

Mrs. Cuurcu. Mr. Chairman, before we leave India I would like to 
point out that we had a suspicion in our trip to the Far East that oc- 
casionally we were losing face with other Asiatic countries because of 
our generosity to India and I wonder if Dr. Judd would tell of the 
little conversation we had in Burma. 

Would you care to do that, Dr. Judd, because I think it fits in the 
context here? Or would you rather I told it? 1 think you can do it 
better. 

Mr..Jupp. You go ahead, please. 

Mrs. Cuurcn. We were disc ussing with almost the leading figure in 
the Burmese Cabinet the question of the relationship between the 
Burmese and the Communists in Burma and the gentleman said 
that the attitude of the Communists had been “very correct” toward 
the Burmese Government for several years; that there had been no 
attempt on one side or the other for embroilment. I think it was Dr. 
Judd who very actuely asked, “Well, why is that?” And the Minister 
replied it was because they did not want to stir up India. 

Mr. Jupp. “Now.” 

Mr. CuHurcu. Now; you go on and tell the rest. 

Mr. Jupp. No, 

Mrs. Cuurcu. And he went on to explain, with a laugh, that India 
was proving too valuable to the Communists in the United Nations, 
and, of course, we could see why he thought that, but it wasn’t too easy, 
I think, for us to have a ready answer. 

What is happening in one Asiatic country is a matter of concern 
to other Asiatic countries. I am a little old-fashioned in thinking 
that our friends have more reason to think we are loyal to them if we 
are going to show a little more discrimination in not showering largess 
upon countries which “may” share a democratic form of government 
insofar as you compare it with communism but who really do not 
seem to know the essence of freedom such as we are fighting for. 

Thank you, Mr. Chairman. 

Mr. Vorys. Mr. Prouty. 

Mr. Provry. General Stewart, what effect from a military stand- 
point would the loss of India to the Communists have on our own 
national security ¢ 

General Srewarr. It would be a disaster of major proportions, 
The exact population is about 370 million people who would then be 
aligned against us. The location of India, itself, of course, on the 
face of the earth puts it in a position where its loss would affect many 
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other countries. It would be my judgment that it would be equally 
as great a disaster as the loss of China. 

Mr. Proury. Then, we should be careful not to cut off Uncle Sam’s 
nose to spite his face ? 

General Stewart. From a military point of view we certainly do 
not: want to lose India, 

Mr. Proury. Thank you, Mr. Chairman. 

Mr. Vorys. We will now go into executive session. 

Mr. Javits. Mr. Chairman, before we do, may I identify myself 
with Secretary Byroade’s explanation on India, making it clear that 
it is not largess, but American security that we are protecting. 

Mr. Jupp. Mr. Chairman, I should like to add one sentence or two 
along the same line. As I understand it, our foreign policy is not just 
to reward our friends. Our for eign policy i is to increase the capacity 
of people to resist Communist aggression, where they have the will 
to resist. But we can’t give them the will. It is my understanding 
that our purpose is to increase their capacity to resist communism 
both internally and internationally. And the difficulty with India is, 
they are resisting it internally, but they are supporting it interna- 
tionally. That is ; the crux of the matter. 

Mr. Smiru. Mr. Chairman, along that same line, I would like to 
say this, that before these hearings are over, I want somebody to jus- 
tify the aid which is considered for India, in view of India’s antago- 
nism to our fundamental basic policies that were named by Mr. Paul 
in his testimony. 

Mr. Vorys. Do any other members of the committee want to make 
a statement at this time? 

I believe Secretary Byroade wants to have the last word. 

Mr. Byrroapr. Gentlemen, the statement I referred to, which is a 
combined statement from the three departments, to give you, is how 
ready. It will be in the declassified book you will get tomorrow, but 
you might like to have it today on this area. Here it is, and there are 
some over there. 

Mr. Vorys. I think we would like to have it. This is available for 
the members and for the press. 

Mr. Jupp. I would like to congratulate General Stewart, and appar- 
ently he represents the Pentagon, for having discovered that the loss 
of various places in Asia is important to our security, because this 
committee for years and years tried to get them to think that, and 
from General Marshall down they insisted it was not vital to our 
security. Iam grateful for the conversion. 

Mr. Vorys. We will now make another attempt to get into executive 
session. 

Our guests may be excused. 

(Whereupon, at 12 o’clock noon, the committee proceeded in execu- 
tive session. ) 

Mr. Vorys. The committee will come to order. 

I have suggested to the presentation team that they run down the 
line rapidly ‘and hit some of the high spots that we ought to be familiar 
with—at least suggest them on Eg gypt, and how the money gets to 
Pakistan and a few things like that, and if the committee would be 
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willing to defer for a little bit, until we run down and get the stuff 
we haven’t touched, that might be helpful. 

If we can go over some of the things we haven’t been able to work 
on in open session, we will still have time for a round of questions. 

You may proceed, Secretary Byroade. 

Mr. Byroape. Mr. Chairman, I will just mention one thing, and 
that is the need for flexibility in the provisions of the legislation for 
this part of the world. 

We have developments which move very fast in this part of the 
world, and the ability to respond to those means a great deal to us. 
We don’t want a blank check, but we do want to be able to meet 
situations like we did last year in Iran. 

(Discussion off the record.) 

Mr. Byroape. Last year, I had in a contingency in our first budget 
for Iran. It was cut out before we got to the committee, because it 
is hard to budget on contingencies. The legislation we had last year, 
the principles of it, were good, and I think we ought to keep it. 

Mr. Vorys. Mr. Paul. 

Mr. Pauw. I think, Mr. Chairman, I don’t have much to add, ex- 
cept to place emphasis on this flexibility. Due to the stresses and 
strains in the area, it has been impossible to program the exact 
amounts we want for the Arab States and we want to program for 
them. We are now in the midst of discussions with Lebanon and 
Jordan, and we have authorized, tentatively, amounts of $6 million 
and $8 million which can be used this year for development projects 
in those two countries, but as of this moment, we don’t know whether 
or not we can effectively obligate those funds because we first have to 
see the projects and figure out how much more engineering detail 
has to be done on them. 

I think one item we have been unable to cover, due to its classifica- 
tion, is the progress on the development of the Johnston mission, the 
Jordan River Valley Basin group. It has been the subject of a lot 
of activity in these past months. I don’t know whether you would 
want Mr. Gardiner or me to speak to the relationship of that to the 
specific programs. 

Mr. Byroapre. Would you like that, Mr. Chairman ? 

Mr. Vorys. Let the committee bear that in mind, and proceed with 
these brief statements, calling attention to things that the committee 
can ask for. 

General Stewart. 

General Srewart. Mr. Chairman, I would like to call attention to 
the military strength we actually have in this area. I have passed 
out my classified book, here, and if the members would open it at 
page 147 for Turkey, I will show you the forces we get as a result of 
our aid, there. 

(Discussion off the record.) 

General Srewarr. In the case of Greece—before we leave that 
chart, if anyone has any questions, I will try to answer them. 

I just wanted to point out that we are actually getting a lot of 
strength out of this thing. 
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Mr. Javrrs. I would like to ask you this question, on Turkey : Is this 
a balanced force capable of, in your opinion, carrying out the security 
mission of NATO in that area? 

General Stewart. When you say balanced force, are you speaking 
of the three services, sir? 

Mr. Javits. Yes. 

General Srewart. The Turkish Army constitutes by far the 
greater part of the total military forces. The Turkish Navy is not 
a large navy, and the emphasis there, of course, is on the type of naval 
vessel that might be effective in the entrance to the Black Sea. The 
air force is a fighter-bomber-ground support-type air force. It is 
not a strategic air force in any sense of the word. 

In that sense, that you have an air force and a navy comparable to 
ours, why, of course, the force is not a balanced force. The army, 
itself, and the components that make up the army, is a pretty well- 
balanced force. [Security deletion. ] We know they will fight. We 
think they will be very effective in defending their own boundaries 
and their own country. 

(Discussion off the record.) 

Mr. Javits. Thank you. 

Mr. Vorys. I note that Turkey has an annual maintenance cost of 
$220 a head, as compared to $1,100 in Europe, and about $3,000 for us. 

Mr. Jupp. A private gets 22 cents a month, 

Mr. Vorys. Have you finished ? 

General Srrwart. Whatever you want, sir. 

Mr. Vorys. Before we go further, I have asked Assistant Secretary 
Byroade for comments on the Moroccan situation. Our friend, Mr. 
Rodes wrote a letter to Chairman Chiperfield asking that Mr. Byroade 
be queried on his refusal to enforce international court verdicts on 
Morocco, and he is ready to comment. 

Mr. Byroaprg. I would like to say, first, that it is not the issue as to 
whether I, personally, refused to try to enforce a treaty of the United 
States. I hope I don’t let my irritation show in this case, because I 
don’t think we can afford to be irritated, but this man Rodes has made 
my life rather miserable. He used to be in Casablanca. He is head 
of the American Legion post there, and he represented, for a time, 
the chamber of commerce of American businessmen in Casablanca. 

He does not represent the chamber of commerce any more. His 
position is that American businessmen are being discriminated against 
by France in Morocco, and I think that that is true. In the legal sense, 
I think he has a point. 

Now, this issue went to the International Court of Justice. Follow- 
ing that, the French put out rules for trade in Moroceo which we said 
«id not fulfill the Court’s decision. We maintain that position. We 
tcok that position in a letter from the Secretary of State to Mr. Stas- 
zen, when we had to deny some aid to France, based upon a congres- 
sional amendment. 

We have attempted to reach a meeting of the minds with the French 
on this question, so far without success. I am trying to get bilateral 
talks between us and the French to try to iron out this matter. They 
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maintain that their decrees do follow the Court’s decision, so we have 
a difference of opinion. 

Now, we are going to do our best to iron this out, but we do not con- 
sider that we should—that it is in our interests to place this problem 
of France above Indochina and above EDC, and all the other matters 
in Europe that we are striving for. We are on record as saying that 
we do not believe the French action is in the spirit of the Court de- 
cision. There is no refusal on our part to try to enforce the treaty. 
However, I say to you we are trying to do the best we can, but we 
can’t put the interests of a few people above what seem to be the in- 
terests of the United States. 

The trade of this group has increased markedly over the past few 
years, and they do not support Mr. Rodes in many of his allegations. 
If he had his solution, it would unfreeze, so to speak, the Moroccan 
franc from the French franc, which France feels is a very funda- 
mental matter to her. 

I would be delighted to go into the record with any member of 
the committee on this at any time, in great detail. 

Mr. Vorys. This is a matter that has been before the Congress re- 
peatedly and Mr. Rodes is indefatigable in his efforts. We think it is, 
however, a matter where more is involved than, it seems to me, merely 
the trade of this small group. While I have always told him that I 
don’t see how we can go to war with France on this issue—and at times 
it seemed that was the only thing we could do—yet at the same time, 
the French situation in Morocco, where they still have this ancient 
treaty, as I understand, entered into with Algiers. 

Mr. Byrroape. The Act of Algeciras. 

Mr. Vorys. It goes back to the days of Stephen Decatur, or some- 
thing like that, when we were going around and getting some pretty 
good treaties. I think he has a point. I have resented his criticism 
of the State Department and of our efforts, too, when we went clear 
to the Court of Justice on the thing, but I still feel that this is one 
of those things where we ought to get France to be realistic. 

Mrs. Boron. I just wanted to say it is my understanding that when 
it comes to our saying that he does not represent the chamber of 
commerce, and so on, he denies that. He says he does. So how are 
we going to get that / 

Mr. Byrroapr. We have a wire from the chamber of commerce. 

Mrs. Botton. That would be very helpful to some of us to know. 

Mr. Byroapr. I would like to make two more points: The Secre- 
tary is fully familiar with this problem, and has stated our case in a 
letter to Senator Bridges. The other one—I do not wish to be unfair 
with this man when I said I was irritated. I think any American has 
a right to press his case forever. This man came to see me as he has 
very often, and we had a long talk—I was trying to put the problem 
in context with him. He later sent to me in mimeographed Sor his 
version of the conversation, which he was going to publish. There had 
been no statement to me that this was a public discussion. I was try- 
ing to talk frankly to the man. I told him that it was a distorted ver- 
sion in my opinion. It was still spread all over the United States. 

Mr. Vorys. Are there any other questions? 
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Mr. Javits. Could we return to the Turkish matter, Mr. Chairman? 

Mr. Vorys. Yes. We will proceed to discuss any questions members 
have. Perhaps we should proceed in order. Mrs. Bolton 

Mrs. Bouron. I have just a short question. How elosely does the 
Arab plan for the Jordan waters resemble the TVA plan for the 
Jordan waters? 

Mr. Byroape. Mr. Arthur Gardiner has just come back from the 
area. 
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Mr. Garpiner. Well, Mrs. Bolton, it deyiates in the quantity of 
water required by the Arabs and by the Israelis, but not in such large 
measure as to discourage us from thinking that there could possibly 
be a meeting of the minds. 

Mrs. Borron. When was the Arab plan submitted ? 

Mr. Garprner. The Arab plan has just been translated from Arabic 
to English. We have received some of the translation, but not all of 
it. 

To be brief, I think that we can at least take some satisfaction, or 
the United Nations Relief and Works Agency can take some satis- 
faction, in having an international Arab group make a careful exam- 
ination of this problem and to haye responded to a technical docu- 
ment in technical terms. It is not a dead issue by any means, in the 
minds of the Arabs. The subject, of course, is complex and difficult, 
and would deserve considerably longer treatment, I think, than you 
would like to give it now. 

Mrs. Botton. Thank you very much. 

Mr. Vorys. Mr, Carnahan 

Mr, CarnaHan. Prompted by Mr. Judd’s remarks at the close of 
the open session, I am asking a very simple question: Is the impor- 
tance and the strategic value of the countries of Asia to the free world 
a recent discovery / 

Mr. Byroape. It certainly isn’t on my part. I spent most of the 
war out there, during the last war, and I have always felt that the 
Far East was of vital concern to the United States, I don’t know 
how else to answer it. 

Mr, Carnanan. I thought that should be on the record, 

Mr. Jupp. Of course, you weren’t in charge when General Marshall 
was Secretary of State and I asked him the same questions, and he 
said it was serious, but not vital. That is in the printed hearings. 
If it had been considered vital at that time, there couldn’t have been 
any such problem for India. 

Mr. Proutry. I might add that I was told recently at the Pentagon 
that it was the second most strategic area. 

Mr, Jupp. I appreciate that. More than half the aid in this whole 
program is for Asia, which I think is a great advance. Not less em- 
phasis on Europe, but more on the area where failure to get emphasis 
previously led to disaster. 
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Mr. Byroape. What I don’t want to see is for us to wake up to 
the fact that the Middle East is important 2 or 3 years from now. 

Mr. Jupp. The President, in his state of the Union speech, started 
out with 3 paragraphs on Asia and 1 paragraph on the Middle East, 
before he got around to Europe and the Western Hemisphere. I 
wanted to cheer, because it was the first time that ever happened in 
the history of the United States. 

Mr. Vorys. Could I interrupt with a matter of committee proce- 
dure. I find that it looks as if we cannot have many members here 
on Thursday. We have a most interesting and important matter to 
go into. I wondered whether it was the wish of the committee that 
we proceed with such hearing and interrogation as those present can 
give on this matter of offshore procurement. 

If it is one of these things where we are going to have to go all over 
it again later on for the benefit of the absentees, we would be wasting 
our time on Thursday. 

Has the presentation team any suggestions on that, or have the 
members of the committee ? 

Mr. JAvirs. Well, Mr. Chairman, he is a hero who serves in his 
constituency, too. 

Mr, Smiru. Especially at this time. 

Mr. Vorys. Mr. Lloyd, could I ask if Mr. Voorhees has come back 
for this, or would he be available later? 

Mr. Duvaut. Tracy Voorhees can return. 

General Stewart. He is present here, now, and has been for about 
10 days, getting ready for this, 

Mrs. Bouron. Mr. Chairman, I would like to suggest that the meet- 
ing be held. When these hearings are taken down as we take them 


down, I think it then should be my responsibility as an absentee, to 
& into them very carefully in writing. If I can’t be here, and Mr. 


Foorhees is to be here, and he will be away when we come back, I 


think it would be very poor sportsmanship on my part not to be 
willing to bone down all night some night and just read it. 

Mr. Javirs. Mr. Chairman, I feel exactly the same way as Mrs. 
Bolton. I can’t be here, but I would certainly urge the committee to 
proceed. 

Mr. Jupp. I couldn’t be here the last 3 days, but I will take the re- 
sponsibility of finding out what happened those days. 

Mr. Vorys. I think there is no item in the military program that is 
of more public interest to members than offshore procurement; what 
has been done; what they are going to do or not Ao. and I hoped we 
could have that available for all of us when we went home. On the 
other hand, I don’t want to have Mr. Voorhees stay here to testify, 
then, and have the committee say, “Well, let’s send over and get him 
again.” 

Mr. Smiru. Well, Mr. Chairman, it is only a matter of a day or two. 

Mr. Jupp. No, it is a matter of 10 days. 

Mr. Vorys. We are going to be away 10 days. 

Mr. CARNAHAN. What is the first meeting after the Easter recess? 

Mr. Vorys. Tuesday morning, the 27th. 

Mrs. Cuurcu. As one who has to serve my district on Thursday, 
and under normal circumstances, I would agree that we have no right 
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to ask special consideration. I would make it a point to read the testi- 
mony. However, I understand from what I hear from the Appro- 
priations Committee that one of the major interests of the whole 
program this year is represented by offshore procurement. Would 
there be any possibility of, or advisability of, switching the Thursday 
program until sometime tomorrow ? 

Mr. Vorys. Is it the wish of the committee, of those present and 
of the presentation team, that we proceed as per schedule, on Thurs- 
day / 

Mrs. Botton. Aye. 

General Stewart. That would be satisfactory. 

Mr. Vorys. Without objection, then, we will do that. 

Mr. Jupp. Are we open, now, for questions? 

Mr. Vorys. Yes. We have about 12 minutes, yet. 

Mr. Jupp. General, with respect to Pakistan and Iraq, about which 
there has been some discussion of military aid, when it comes to their 
pay scale and their strength and all that, it says, “No information.” 

Now, these survey teams are going to get that information, are 
they not? 

General Srewarr. Yes. 

Mr. Jupp. It is not that Pakistan has been unwilling to give it, 
but that we haven’t had that type of program over there and haven’t 
taken the trouble to assemble it? 

General Stewart. That is right. Actually, I have a little informa- 
tion if you desire it. It wasn’t printed in the book, sir. I got it early 
this morning, but there is no difficulty about it. 

Mr. Jupp. All right. 

Now, to come back to this question of Pakistan, and India, we found 
all through the Far East as Mrs. Church said in the open hearing, 
there was a feeling that we were being nicer to the folks who were 
cagey and coy and not frankly on our side than we were to those who 
came out openly on our side; and therefore, what was the advantage 
of being forthright for the United States if they did a little better 
by playing hard to get. They said this in Thailand. They said, “We 
have stood with you; we sent a battalion to Korea; we voted with you 
in the United Nations; yet when we had a candidate for the chairman 
of the United Nations Assembly, you turned around and supported 
Mrs, Pandit.” They said in effect, “Why should we run the risk of 
antagonizing the Kremlin if yoti are going to treat those who play 
both sides of the street even better?” 

Now, look at India and Pakistan. For India, our total program 
was $44 million. That is fiscal 1953. In 1954, $89 million; 1955, 
$104.5 million—two and one-half times as much in 1955 as 1953. But 
for Pakistan, about whose position there is no doubt, the program is 
only two-thirds as big as in 1953. One is 21% times as big for India, 
the neutral, and for Pakistan, the ally, we cut down by a third. 

Now, that’s pretty hard to explain. 

Mr. Byroape. One of the factors to that is that it has been impos- 
dea so far, to spend that much money in Pakistan. [Security dele- 
tion. 

([t was subsequently reported by the State Department that of the 
total program for Pakistan for 1953, $11,593,000 consisted of technical 
cooperation, including developmental assistance, and $30 million of 
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the total mentioned by Mr. Judd involved purchases of wheat to meet 
a food shortage, and freight allowed to Pakistan on its own purchases 
of grain.) 

Now, I think when we get into defense for Pakistan, and get into 
defense support, we are going to be able to do a lot better. 

On this general problem, [ don’t think there should be any doubt 
in our mind that this program for Pakistan would be substantial. I 
am worried about the effect in Pakistan of this presentation, because 
they would like to see Pakistan mentioned by name, and then so much 
money, but I think General Stewart has a problem where, in the 
opinion of the military people, he has the funds available as fast as 
they can be used, so that we don’t have to ask for specific funds at 
this time. This has to be a continuing program, or we have made a 
great mistake. 

There is no doubt in the executive branch that this has to continue 
over a number of years, 

Mr. Jupp. I don’t quite get that. 

Mr. Byroape. I say, there is no doubt in the mind of the executive 
branch that this has to be a continuing program over a number of 
years. 

Mr. Jupp. Did you say something about a mistake, or that we had 
a great stake or something ? 

Mr. Byroape. I said if we made this a one-shot program and didn’t 
follow through, then we had made a great mistake. 

Mr. Vorys. Could I say I am worried about this presentation so 
far? The only country that we have had named, as to the amount it 
is to get, is this neutral that isn’t even neutral. I have had the experi- 
ence that Mrs. Bolton has had, where you have this studied, insulting 
hostility. And here, at the time when certainly the Far East is on 
fire and we are out around the world seeing if we can line up some 
people who will get together and stop the Communists in Indochina— 
the only nation that is named as to the amount it is to get is India. 
That is the way it has been presented. 

Mr. Jupp. Yes; and with a $25 million increase, too. It is head- 
lined, right off the bat, that if you play hard to get and coy, then 
Uncle Sam gives you more. 

Mr. Vorys. Any foreign office following these hearings who had 
some hopes for some American aid—and all of them seem to have— 
would say, “I see how you do it. There is just one way to do it, be- 

cause the only place on earth that is mentioned by name as to what 
they are supposed to get is India.” 

Now, that is the way it has been presented to us in 10 days. 

Mr. Byroape. Mr. Stassen mentioned aid for Pakistan. 

Mr. Jupp. So did Mr. Dulles in his opening statement. 

Mr. Byrroape. Pakistan ? 

Mr. Jupp. No, India; my mistake. 

Mr. Vorys. The only figure that has been mentioned was $85 million 
for development assistance for India, and the other day, $19.5 million 
for technical cooperation for India. All] you have to do is be neutral 
and you get it. 

Mr. Jupp. You see, we had to drag it out of him. I was doing it 
only for one purpose, hoping that maybe a press reporter would see 
there was something in there for the folks who had the guts to take a 

stand—“fortitude” is a better word. 
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Mr. Sorrn, I call attention, also, to the fact that while the Secre- 
tary mentioned $85 million for development assistance, there is $1914 
million more for technical cooperation, or a total for India of $104.5 
million. 

Mr. Javits. Mr. Chairman, could we ask a question? 

Mr. Vorys. I passed up Mr. Smith, here. Have you a further 
question at this time ? 

Mr. Smitu. No, I'll pass. 

(Discussion off the record. ) 

Mr. Vorys. Mr. LeCompte. 

Mr. LeCompre. I don’t know that I could ask any questions that 
will help much. I was over in that part of the world in 1951, Mr. 
Carnahan and I and 1 or 2 others. As I recall, now, we found armed 
men facing each other at the border of Israel and Jordan. A spark 
would set off a w ar, it seemed to me. Now it seems to me it isn’t 
advisable to furnish arms to people who are about to plunge into war. 

Mr. Byroape. This is tied up in a system of regional defense. 
Now, the Secretary thought and I certainly believe, as a result of his 
visit, that these northern-tier states were concerned enough about the 
real threat to the north to be willing to base their policy on that. 

(Discussion off the record.) 

Mr. LeCompre. Would the soldiers of Israel and the soldiers of 
Jordan fight side by side against communism ¢ 

Mr. Byroape. I doubt it. Not right now. 

Mr. LeCompte. Not right now, certainly. 

Mr. Brroape, That is a little too snappy an answer to your 
question. 

(Discussion off the record. ) 

Mr. Byroape. You mentioned troops facing each other along the 
border. The only troops Jordan has is the Arab Legion. That was 
done entirely by the British, and it is British equipment, and in some 

vases, they had British officers. 

I am sure, and I am sure the Israeli Government officials would 
agree with this statement, that that force, the Arab Legion, has been 
a factor of stability 1 -ather than instability. 

(Discussion off the record.) 

Mrs. Botron. Mr. Secretary, how much do we know about the Com- 
munist shift of policy tow: ard the Arabs? What that has done? 

Mr. Byrroapr. It gives, I think, responsible, intelligent Arab leaders 
some fear, but it gives the Communist cells in each one of these coun- 
tries a new lease on life to spread their gospel among the people. 

(Discussion off the record.) 

Sie Boiron. Her approach, now, to that area, is infinitely more 
dangerous than anything she has done before. 

Mr. Byroape. I think it is, and I think the more we stop them in 
Europe, the more dangerous this becomes. 

Mrs. Bouron. Then if they are working to this degree, as we know 
they are, what are we doing to counteract it? That is, something 
that is at all effective. 

Mr. Byroapr. We are attempting, through the assistance we are 
asking for, to be able to let governments prove that associating with 
the West does pay off and does increase their standards of living, and 
so forth. 
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Mrs. Bouton. Do we put in any cells, ourselves? 

Mr. Pauu. The Americans who are out there. They are not cells. 

Mrs. Bouton. I was speaking figuratively, but I mean it exactly 
that way. I think that is what we should do. We should train people. 
We should teach them Arabic, They should go in among those people 
as though they were part of them, the way the Russians do. I think 
we are so far behind in our counteraction of the cold war in the 
Near East and in the Far East that it is shocking, and we have been 
criminally negligent. That is how I feel, really, inside myself. 

Mr. Jupp. Will the gentlewoman yield? 

Mrs. Botron. Yes. I am throagh. 

Mr. Jupp. The real way the Communists have won is not by using 
Russians in countries. It has been enabled by their ability to enlist na- 
tionals to do their work for them, and there is where, somehow or 
other, we haven’t been able to do anything like the job they have been 
doing. 

Mr. Byroape. They jump on nationalism and the desire for inde- 
pendence and boost this along all they can, and the end result is no 
independence at all. 

Mr. Vorys. There are three members who haven’t had a chance to 
ask questions since we started in executive session. 

Mrs. Church 

Mrs. Cuurcnu. I pass, Mr. Chairman. 

Mr. Proury. I have one question. Mr. Byroade, you said a moment 
ago that you thought the Arab Legion was a stabilizing factor. I 
agree with you, but supposing the Legion were reduced to a size which 
would be comparable only to a police force, sufficient only to maintain 
internal order, and the Israelis did the same thing with their army 
would that lessen present tensions ? 

Mr. Byroape. I think it probably would. I think it is impossible, 
though. The Israelis feel they can’t trust the U. N., or anything but 
their own forces. 

Mr. Javrrs. If it was just Jordan, but it isseven Arab States. 

Mrs. Bouron. We can’t hear. 

Mr. Byroape. I think if you reduce defense forces to that level, 
that would be a point where you would no longer have the element 
for internal security. I don’t mean in Israel, but I mean across the 
area. I think the concept of the totally unarmed, defenseless area just 
won’t work. I wish it would. 

Mr. Smirn. I have one question with reference to this matter of 
arms for this area. Has there been any complaint from Israel with 
reference to the arms that we are giving to Iran, or are we thinking 
only in terms of Pakistan and Egypt? 

Mr. Paun. Not Pakistan. 

Mr. Byrroapr. Pakistan, they say to us, they don’t like that, but that 
is our business. It is when you get tothis side of Iran. They are wor- 
ried about any of the Arab States. 

Mrs. Bouron. I should think they would be worried about the bear 
from the north. 

Mr. Byrroapr. If the rest of the Middle East goes, Israel’s troops 
won't save the issue. 

(Discussion off the record. ) 

Mr. Vorys. Are there other questions ? 





Mr. Javrrs. I have one question. I was reading on the back of the 
Turkish sheet about jet aircraft. They ‘are not trained and can’t be 
used for some time. ‘Now, we need jet aircraft, too. Why shuttle jet 
aircraft over there if they won't be ready to use them ? 

General Srewart. I think it is just a question of starting them. 
These jet aircraft, of course, are not the latest jets. These are the 
F-84-G’s, and about the only way we are ever going to train these 
people is to actually give them to them and make them go. 

Mr. Vorys. Now, Assistant Secretary Byroade wants one minute, 
and we are going to let him have the last word, if possible. 

Mr. Byroapr. I just wanted to mention something that hasn’t been 
mentioned at all, and I think it is important to us, and that is the 
United Nations machine in the field that takes care of ‘the Arab refugee 
problem. I think its record in taking care of them is good. Its rec- 
ord of resettlement, you all know, but I would like to put in a plug to 
see that type of mechanism continue to receive our support. 

In other words, let’s keep the United Nations in the Arab refugee 
problem. Let’s not have the big powers try to take this on as a uni- 
lateral venture. We are in an unfortunate situation where the charter 
of that outfit has to be renewed every year in the U. N. It is difficult to 
get good people to work under those conditions. They don’t know the 
continuity, and so forth. We are not asking for new money for it; 
we are asking only for new authorization, but if we could have an 
expression of your intent that the United Nations machinery should 
receive our continuous support I think it would help us recruit Ameri- 
cans, for instance, and I think it would give a little more life and spark 
to the outfit. 


Mr. Javirs. Mr. Secretary, will you put something in the record 
which will clearly set forth the progress they are making? There is 
a lot of information about the Sinai Desert, and other projects. IT am 
all for Palestine Arab resettlement in these Arab countries with all 
help possible and I will work for it. 

Mr. Byroaps. I certainly will. 

(The information requested is as follows :) 


STATEMENT OF ASSISTANT SECRETARY BYROADE ON ARAB REFUGEE PROGRAM 


As for the program for the Arab refugees from Palestine, to which we have in 
the past contributed to the United Nations Relief and Works Agency for Palestine 
Refugees (UNRWA), we are not asking for more money at this time beyond 
carryforwards of the unspent appropriations from fiscal 1954 and the unappro- 
priated authorization of $30 million passed by the Congress last year. What we 
do ask is an expression of intent from the Congress to carry on with this United 
Nations program for some years to come. It is true that very substantial sums 
have been voted in the past by the Congress for the Arab refugees. The facts 
are, however, that the United States share of the total expense of this program 
has amounted to rather less than $16 million a year, since the time when the 
Arab refugees took shelter in Arab lands. The fact that we have had substan- 
tially larger sums available has enabled us to encourage the UNRWA to nego- 
tiate substantial programs for reclamation in the Arab States. Such programs 
present the only possibility in the reasonably near future to find living space for 
the Palestinian Arab. While congressional action in the past has had little im- 
mediate effect on the problem, this is a reflection not on the validity of this con- 
cept but rather is the result of inevitable timelags in preparing reclamation pro- 
grams. Two such programs are becoming more than paper programs to the 
UNRWA: One, reclamation of parts of the Sinai Desert in Egypt through water 
diverted from the River Nile, and the other, development of the resources of the 
Jordan and Yarmuk Rivers in Jordan itself. The Sinai project will take specific 
shape to enable UNRWA to negotiate with the Egyptian Government on or about 
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October 1, 1954, at which time Egyptian and UNRWA engineers will have pre- 
sented UNRWA with a feasibility report. This program could involve the expen- 
diture of $25 million, the reclamation of about 60,000 acres, and living space for as 
many as 80,000 refugees who are now housed in the Gaza strip. The Egyptian 
authorities concerned have shown every desire to cooperate with UNRWA in this 
proposed scheme, but we cannot expect water on the land, at the most optimistic 
estimate, until 1956. In the interim period, many refugees could make their 
living by working on the project instead of drawing rations. It is clear, however, 
that a realistic timetable for completion of the Sinai project involves at least 
another 4 or 5 years. 

Insofar as the Jordan River is concerned, the use of its waters, which rise in 
Syria, Israel, and Lebanon, is of great interest to these three countries and also 
to Jordan itself, which, assuming equitable apportionment of the waters on the 
basis of irrigable lands within the watershed, is bound to be the prime beneficiary 
of the waters of this river. The states concerned are carefully considering the 
division of the waters, and appropriate means to control their flow, prerequisites 
to the economic and rational utilization of this natural resource. The President 
appointed Mr. Eric Johnston as his special representative to explain the merits 
and necessities of the unified plan, prepared for UNRWA, to the Arab States and 
to Israel. It is unlikely that agreement on such a plan will be reached in the 
near future, in view of overriding political difficulties: it remains true that 
substantial elements in the plan can be carried out, and soon, for the benefit 
of the Arab refugee program, without doing violence to the necessary concept of 
planning for the use of the river as a whole. The engineering basis justifying 
the diversion of part of the flow of the Yarmuk River should be ready in the 
very near future, and this would be the type of project to which we would 
hope to devote a substantial segment of UNRWA’s funds. 

It seems very clear that it is too early to state that reclamation projects of 
this nature as projected by the UNRWA have been proved failures because of 
adverse attitudes on the part of the Arab States. It is more accurate to state 
that prospects of rehabilitating substantial numbers of refugees remain un 
proved until it is possible to put these programs to test in practice. 

Granted that denial of relief to the refugees would run counter to humani- 
tarian considerations and to the best interest of the United States and of the 
Near East, there is no alternative but to try as well to give the refugees the 
chance to make their living through projects of this nature. 

The Department of State is fully satisfied that the UNRWA is the proper 
instrument to conduct programs of relief and rehabilitation for the Arab 
refugees. Our contributions are voluntary. Through their timing the United 
States can exercise a measure of adequate, effective control over the use of these 
funds. The history of UNRWA demonstrates that it has conducted an eco 
nomical and effective relief program. If we wish to face facts squarely we must 
recognize that some years lie ahead before the UNRWA can be expected to show 
substantial progress in the field of rehabilitation. If we are to continue to rely 
on UNRWA, we must give some assurance of our continued support. As mat- 
ters now stand, its life expires on June 30, 1955, unless its charter is renewed by 
the General Assembly of the United Nations at its next session. An expression 
of congressional interest in this program beyond that date will be a useful 
guide for our delegation at that session. 


Mr. Jupp. I got a letter the other day where someone was upset be- 
‘ause we haven't made our contribution to the refugee rehabilitation 
organization. That is different from this? 

Mrs. Bouton. Yes. 

Mr. Garprner. There is 1 in Korea and 1 in Palestine. 

Mr. Byrroape. And there is a worldwide group, as well. 

Mr. Vorys. Could I ask whether this narrative statement includes 
matters on UNRWA? 

Mr. Pavt. I believe so. 

Mr. Byroapr. If I could have a chance to edit the record, I might 
be able to fix it up right there with regard to UNRWA. 

Mr. Vorys. Of course. 

(Whereupon, at 12:30 p. m., the committee adjourned, to recon- 
vene at 10 a. m., Wednesday, April 14, 1954.) 








THE MUTUAL SECURITY ACT OF 1954 


WEDNESDAY, APRIL 14, 1954 


Hovse or RepresENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 


The committee met, pursuant to call, at 10:15 a. m., in room G-3, 
United States Capitol, Hon. John M. Vorys presiding. 

Mr. Vorys. This morning we will review the Far East program. 
We will proceed as we did yesterday, and have statements from the 
three members of the presentation team, we hope, before there are 
any questions. 

We will hear from Mr. Drumright, of the State Department, Dr. 
Moyer, of FOA, and General Stewart, of Defense. We will first hear 
from Everett F. Drumright, Deputy Assistant Secretary of State for 
Far Eastern Affairs. 

Proceed, Mr. Drumright. 


STATEMENT OF EVERETT F. DRUMRIGHT, DEPUTY ASSISTANT 
SECRETARY OF STATE FOR FAR EASTERN AFFAIRS 


Mr. Drumrient. Mr. Chairman, ladies and gentlemen of the com- 
mittee, I regret that owr Assistant Secretary of State, Mr. Walter S. 
Robertson, could not be here today. Iam here in his stead because he 
is in Europe with the Secretary on this important mission concerning 
Indochina and southeast Asia. 

I appreciate this opportunity to appear before your committee to 
present the Department of State’s support for the mutual security 
program for the Far East and Pacific area which will be set forth in 
some detail by my colleague, Dr. Moyer, of the Foreign Operations 
Administration, and General Stewart, of the Department of Defense. 

Although the Secretary of State, when he was before you recently, 
presented to you some broad foreign policy considerations with respect 
to the Far East, and particularly with reference to the situation in 
Indochina, I shall try, in my few remarks here, to pick up where he 
left off and present the current situation and the policy considerations 
underlying the mutual security program for Formosa, Indochina, 
Korea, Japan, the Philippines, Thailand, and Indonesia. 

Members of this committee are, of course, most intimately aware 
of the problems in the area and of the importance of the Far East and 
Pacific areas to the United States. In that connection, we of the 
State Department have read with considerable interest the very excel- 
lent report of the special study mission of the committee headed by 
Congressman Judd, which recently visited the Far East. 

I can assure you that the Secretary of State and the Under Secre- 
tary and many others of us have profited very much from that report. 


(245) 
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I should now like to trespass on your time, in view of the importance 
of the Far East and Pacific area, here, in this program, to give you a 
brief statement of our general policy toward the Far East. 

The United States has ever looked forward to the emergence in the 
Far East of independent, self-supporting, self-reliant states. We 
have always looked upon the colonial systems of Europe and of Japan 
as being, like our own administration of the Philippines, entirely 
temporary, and as having their sole justification in the preparation of 
the depe ndent peoples for self- government. We have opposed further 
extensions of foreign rule over Asian peoples. We took a stand 
against the carving up of China by the powers 50 years ago in the 
form of the open- door policy, and by our opposition to the Japanese 
conquest of China. We drew down upon ourselves the attack on 
Pearl Harbor. Chiefly, we have been motivated by sympathy for the 
peoples of Asia and a sense of obligation to defend them from the kind 
of imperialism which had constantly threatened our own hemisphere. 
But we have also opposed the extension of imperialism in Asia that 
would result in shutting our missionaries and traders out of once 
friendly territories, and that could consolidate much or all of Asia’s 
latent strength in hostile hands. 

In particular, we have recognized that the incorporation of China 
into the imperialistic system of any other power webld be incompatible 
with our security in the Pacific. Today, we must face the fact that 
this is precisely what has happened. 

The mainland of China has been brought into the Soviet system. 
United by bonds of common ideology and common interest, Com- 
munist China and Soviet Russia form a combination menacing the 
interests and safety of all other peoples, including our own. This is 
especially so today, in southeast Asia, where the Communists are 
seeking avidly for territorial gain. 

Our policy in the Far East is directed in part toward dealing with 
the threat represented by Communist China, as a base for further 
Communist expansion in the Far East. It is our purpose to prevent 
the Chinese Communists from reaping the full fruits of their conquest 
of the mainland. We have, of course, checked their aggression in 
Korea, and we are now in the process of warning them of the con- 
sequences of intervention in Indochina. With regard to the Chinese 
Communists, we are depriving them of the opportunity to complete 
their conquest of China by guarding the Strait of Formosa, and by our 
aid to the Nationalist Government. We are depriving them of the 
prestige that would accrue to the legitimate government of China by 
refusing to recognize them, by refusing to deal with them as repre- 
sentatives of a great power, and by continuing to oppose Communist 
China’s representation in the United Nations. 

We are depriving them of the materials they need for the full 
realization of their program of industrialization. We are doing our 
best to insure that they ‘do not obtain, from sources in the free world, 
any strategic materials with which they could threaten us or our 
friends. We shall oppose any action calculated to ameliorate the dif- 
ficulties they have brought upon themselves. 

On the other side, it is our policy to contribute in every way pos- 
sible to the development of strength on the side of the free nations in 
the Far East, strength of every  kind—political, military, economic, 
and moral. 
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On the military side, it is our policy to help develop armed forces 
in the free Asian nations adequate to maintain security and to offer 
sufficiently effective resistance to an aggression to stimulate and per- 
mit the mobilization of effective international support. 

It is also our policy to encourage the development of reasonable 
regional security arrangements. Our pacts with Australia, New Zea- 
land, the Philippines, Japan, and Korea are examples of these. 

Only yesterday agreement was reached between the Secretary of 
State and the British Foreign Minister to examine the possibilities 
of setting up a 10-nation defensive alliance in southeast Asia and the 
western Pacific, and today Mr. Dulles is in Paris discussing this same 
subject with the French. 

In developing the economic strength of the Far East, we believe 
it is of first importance to increase the general productivity in the 
area through increased investment from public and private sources 
and by removing the barriers, material and psychological, to trade 
within the area of free Asia and between free Asia and other regions 
of the free world. We believe that the expansion of economic rela- 
tions between Japan and southeast Asia would be particularly profit- 
able, since their economies are complementary, and southeast Asia, 
as a source of raw materials and buyer of manufactured goods, goes 
far to compensate for Japan’s lost markets in China. 

Japan, which is the only country in the Asian world which is a po- 
tential net exporter of its technology and manufactured products, can, 
we believe, play a highly constructive role in the development of Asia 
as a whole, and it is our aim to assist Japan in playing such a role. 

However, even for Japan to sustain itself, a great increase in its 
exports will be necessary. This will not be easy to bring about. 
Japan has lost most of the competitive advantages it enjoyed before 
the war, including an industrial labor force that a Id readily be 
exploited. Japanese labor today is organized, and Jz, nese costs of 
production are relatively high. 

As to whether Japan is in the future to be a source of strength or 
weakness to the free world, much depends upon the example set by 
the United States in the treatment of imports from Japan. Japan 
is the only Asian country with a modern military tradition and an 
industrial base adequate to support an up-to-date military establish- 
ment, and it is our policy, also, to encourage and assist Japan to real- 
ize its military potential to a point where the Japanese can assume 
responsibility for their own defense and make it possible for us to 
withdraw our own forces. But here, again, much depends upon the 
future of the Japanese economy. 

In Korea it remains our objective to help bring about by means 
other than military force—that is, by negotiations soon to be under- 
taken at Geneva—a unified and independent nation under a govern- 
ment freely chosen by the Korean peoples. Because Korea is the his- 
toric bridge to Japan, and because it is also adjacent to the Man- 
churian industrial complex, we can expect it to remain a target of 
continuing Communist pressure, both for its own sake and because 


of its relationships to the defense of Japan, a prime target of Com- 
munist ambitions in the Far East. 

The security of the Republic of Korea is a matter of great import- 
ance tous. Besides, its heroic people deserve our unfailing assistance. 
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All peninsular and insular Asia, comprising Japan, Korea, Formosa, 
and southeast Asia, are of such importance to the free world that we 
should be prepared to run most serious risks to prevent conquest of 
any of these regions by Communist China, 

In addition to its importance in other respects, Formosa is an 
assembling point for the anti-Communist overseas Chinese in south- 
east Asia and on the mainland, their hopes for the future and their 
determination that China shall again belong to the Chinese, Formosa’s 
loss would have strategic and psychological complications of the most 
serious nature. Its defense and the enhancement of the appeal of the 
Nationalist government is, therefore, a cornerstone of our foreign 
policy. 

The Philippines have, for more than 50 years, had a special signifi- 
cance to American policy in the Far East, because of past close associa- 
tion. We have felt that the Philippines would afford the most con- 
vincing illustration of the contribution we are able to make to the 
Asian peoples. We have strong interests, therefore, in contributing 
what we can to the success of Philippine democracy. 

We believe that the trend of developments in the Philippines in the 
last several years has testified not only to the maturity of the Philip- 
pine people, but also to the fruitfulness of our partnership. In the 
new administration, under the vigorous leadership of youthful, able 
Magsaysay, there is every promise of a bright future for the 
Philippines. 

The rest of southeast Asia represents, for the Communists, a source 
of strategic raw materials, food surpluses badly needed in China, and 
an abutment of Asia commanding the communications between the 
Pacific and Indian Oceans, 

The successes the Communists have enjoyed so far in southeast 
Asia have come about chiefly as they have been able to utilize national- 
ist forces to their advantage—and the anticolonial forees—and that is 
particularly so in Indochina, today. 

It is our policy to continue exposing the Communists as arch betray- 

ers of the Asian national spirit and to make clear that between the 
nationalist aspirations of the southeast Asians and our own desires 
for the area, there is no conflict. 

It is also our policy to make clear that all our programs in southeast 
Asia have the purpose of strengthening the independence of the na- 
tions in that area. For the rest, we consider it important that the 
countries of southeast Asia be helped to overcome their deficiencies in 
administrative experience in the technological fields and in military 
strength and that, above all, we make clear that they will not be left 
to the mercies of the Communists. 

It is in Indochina, of course, where the greatest threat is being faced 
at present. The two ingredients essential to a successful outcome, in 
our view, are a conviction on the part of the Vietnamese people that 
they are fighting for true independence, and is a united front against 
Communist advances in Indochina on the part of nations able and will- 
ing to take an effective stand in the area. We are doing our best— 
Secretary Dulles is now in Europe—to see that these ingredients are 
not lacking. 

Where do our policies lead? It is our view that as events begin 
to turn decisively against the Communists, as resistance to Com- 
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munists grows in the outside world, as other political and economic 
systems prove themselves decisively more successful than the Com- 
munist system, contrary to all that Marx and Lenin preach, as the 
Communist regime in Peiping begins to lose ground in the struggle 
against hard realities in China, then the disintegration or trans- 
formation of the Communist world will follow, and that process 
may well proceed faster than would now seem possible. 

That is what we believe and what we are working for. Now, if 
I still have a little time, Mr. Chairman, I will give you a brief 
discussion of the aid. 

Mr. Vorys. Proceed. This is very interesting. 

Mr. Drumrient. The nations and the policies which I have just 
discussed comprise the frontline of defense of the free world against 
Communist aggression in the Far East. Aggression there is not an 
academic threat. It is a brutal reality. This is reflected in large 
measure by the scope of the program for the Far East and Pacitic 
for fiscal year 1955, which is being presented to you by the executive 
branch. 

In fiseal year 1954 the Far East and Pacific — totaled $2,044 
million, which represented 38 percent of the global program of $5,336 
million. 

In fiscal year 1955 the programs for the Far East and Pacific area 
will total $1,769 million, which represents 50.6 percent of the pro- 
posed global program of $3,498 million. The largest program pro- 
posed for the fiscal year 1955 is that for Indochina, which totals 
$1,133 million, or approximately one-third of the entire mutual- 
security program proposed for the coming fiscal year. 

With respect to Formosa, the Secretary of State expressed in his 
speech March 29, before the Overseas Press Club of America, the 
clear determination of this Government not to alter its policy of 
the recognition of the Government of the Republic of China on 
Formosa, and to continue to support that Government’s right to 
China’s seat in the United Nations and other international organiza- 
tions. We have every intention of supporting that Government and 
of buttressing its international status. 

The importance of Formosa, as a significant link in the far eastern 
offshore defense line stretching from Japan down through the Philip- 
pines, is obvious. Besides serving as a rallying point for freedom- 
loving Chinese, the presence of the anti-Communist military forces 
on Formosa undoubtedly serves as an added deterrent to an all-out 
sweep at this time of Communist Chinese forces into southeast Asia. 

General Stewart, my colleague, here, will be able to provide you 
with the details of the present and future value of Formosan forces 
as a military strategic reserve. 

While I am sure that there is no question of the need for and the 
value of our military aid to Formosa, I want to emphasize equally 
the need for United States assistance through FOA, in direct support 
of the mutual-defense effort in Formosa. Of this Dr. Moyer will 
have something to say. 

The increasing military requirements on the one hand, and limited 
resources on the other, continue to place a severe strain on the Formo- 
saneconomy. Due to the very substantial military budget, inflationary 
pressures continue. United States aid has done much to help meet 
the budgetary deficit. It has, in addition, the important and construe- 
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tive role of helping the Chinese marshal Formosan resources and 
potentialities to improve the capability of the economy so as to begin 
to assume the major load in supporting the increased population and 
the large nation: 7 army, except for direct military aid. The best pros- 
pect of increased self-support lies in a continuing expansion of in- 
dustry to balance the essentially agricultural economy. This program 
we ask here will assist in that effort. 

In Korea the United States Government is engaged in a major pro- 
gram of relief and rehabilitation. This program, as the President 

yointed out last year, affects the whole future of the Republic of 

Koise, and must extend over several years. We are appearing before 
you at this time in support of a program of $241 million for relief 
and rehabilitation in Korea, of which $230 million is to continue the 
United States program being administered through the Foreign Oper- 
ations Administration, and $11 3 million for United States assistance 
through UNKRA in fiscal year 1955. This latter amount, together 

with an anticipated balance from the current year’s appropriation, 
will provide a total of $22 million for the United States contribution 
to UNKRA in fiscal year 1955. 

The desperate state of the economy of Korea, as well as the condi- 
tions under which so much of the population lives, is well known to 
many of you who have visited Korea. The war devastation, together 
with the war-induced dislocations in the economy, are directly re- 
sponsible for critical shortages in transportation, industry, power, 
and housing, as well as for the incidence of huge numbers of refugees 
who must be maintained in a reasonable degree of health to prevent 
widespread epidemics. 

While the South Korean economy is basically agricultural, there is 
a pressing need to establish a sizable proportion of industry there to 
replace industries and hydroelectric sources which existed in North 
Korea and upon which South Korea was able to draw, in the pre- 
war period, and to reconstruct war-damaged facilities. 

The Korean economy must continue to be heavily dependent upon 
imports for both current consumption and capital requirements. Cur- 
rent inflation in Korea presents a most explosive situation for the 
Korean Government and for United States officials there. Inflation is 
a reflection of the strain placed on limited resources by attempting 
to reconstruct war damage while maintaining a very large military 
establishment which is necessary, of course, at this time. 

Aid is essential if inflation is to be kept under control. The need 
for the Republic of Korea Government to maintain a substantial mili- 
tary establishment in the face of the ever-present threat of renewed 
aggression from the north is self-evident. This is a tremendous drain 
upon the Government’s limited resources and is a substantial factor 
in the need for external assistance. 

There is included in the program before you, under the mutual de- 
fense assistance title, provision for aid to Japan to expedite the organ- 
ization, training and equipping of Japanese forces capable of main- 
taining internal security and effectively contributing to the security 
of Japan against external aggression. This assistance to Japan will, 
of course, add to the military strength of the free world in the Pacific 
area. 

As I mentioned earlier, there is little question in anyone’s mind 
but that Japan is a primary target for Communist aggression in the 
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Far East and that United States military preparedness in that area 
represents the only major deterrent to such aggression. The United 
States concluded a mutual defense assistance agreement with Japan 
on March 8, 1954. This agreement is now in the process of ratification 
by the Japanese Diet. It has passed one house, and it is awaiting pass- 
age in the other. 

While opposition to rearmament remains strong in leftwing circles 
and among labor groups, women, and intellectuals, the establishment 
of firm, Government leadership for the expansion of Japanese de- 
fense forces in agreement with the other conservative parties has had 
the effect of molding public opinion in the direction of accepting the 
inevitable necessity of defense measures. 

There is furthermore, in contrast to the former rejection of military 
forms, a gradual reacceptance by the Japanese people of the profes 
sion of arms. Despite the existence of latent suspicions of Japan, the 
development by Japan of its defense capacity is generally recognized 
by other free nations in the Far East as a necessary deterrent to 
Communist aggression against Japan. 

There is no provision in this program for economic assistance, as 
such, to Japan, in fiscal year 1955, except such assistance which may 
be afforded pursuant to the United States program for the disposal 
of agricultural surpluses abroad. 

There is, of course, a form of indirect assistance to Japan through 
the extensive procurement by the United States of goods and services 
to support forces in Japan and Korea, as well as procurement under 
the mutual security program. 

These purchases, as well as the expenditures by the United States 
personnel, were sufficient until recently—on the order of, I believe, 
about $800 million in 1952 and 1953—to offset the balance of pay- 
ments deficits which have arisen from the normal trade of Japan. 

With respect to the Associated States of Indochina, France has 
expressed its resolve to apply fully its declaration of July 3, 1953, 
regarding the independence of Vietnam, Laos, and Cambodia, and is 
determined to make every effort to break up and destroy the regu- 
lar enemy forces in Indochina, notwithstanding that the war there 
has been one of the chief drains on the French budget. 

French commitments to NATO and France’s own expenses at 
home have called for expenditures that have made it virtually impos- 
sible for France to provide the financial support from its own re- 
sources for the increased effort in Indochina that is required. 

In the classified presentation book before you, there is presented a 
comprehensive picture of the Navarre pe the cost of the war in In- 
dochina, and an analysis of our financial participation. 

The proposed program of aid for the Associated States of Indochina 
for fiscal year 1955, which totals $1,133 million, includes a direct forces 
support program of $800 million, which is specifically for the purpose 
of enabling the French Government to continue to keep in effect its 
plans for the intensified prosecution of the war in Indochina, and for 
supporting and increasing Associated States forces likewise engaged in 
combat against the Communist forces in Indochina. 

This support program compares with the provision of up to $785 
million for the same purpose in fiscal year 1954. The aid prograin for 
fiscal year 1955 also provides $308 million for mutual defense assist- 
ance in the form of military supplies and equipment for the forces in 
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the French Union and the Associated States in Indochina which are 
essential for them to withstand and defeat the Communist Viet Minh. 

Mutual defense support and technical cooperation projects totaling 
$25 million will help the transportation and communications facilities 
needed by the military, and increased imports of road-building equip- 
ment and asphalt, which will speed up the repair and construction of 
roads, harbors and airfields, and provide for the expansion of certain 
relief and rehabilitation activities which have been undertaken in con- 
nection with the pacification program. 

The projects under the technical cooperation program, which will 
total $3.5 million of the $25 million, are primarily to continue assist- 
ance activities in the field of agriculture, health and sanitation, educa- 
tion, industry and public administration, along the lines of programs 
undertaken in priot years. These programs bring the impact of 
United States aid directly to the individual through rural health cen- 
ters and first-aid stations, technical education, industrial training, 
community education, et cetera. 

The program for fiscal year 1955 in the Philippines provides for 
mutual defense assistance, technical cooperation and development as- 
sistance. The mutual defense assistance program continues to pro- 
vide material and training to the armed forces of the Philippines to 
enable them to maintain internal security and to effectively eliminate 
the Huk forces as a serious threat to the country. 

The technical cooperation development and assistance programs 
continue to be based on the recommendations of the United States eco- 
nomic survey mission, and the Quirino-Foster agreement of 1950. 

These programs, which total $20 million, have as their objective in- 
creased production and private investment, improvement of rural con- 
ditions as a result of better transportation, power, irrigation and other 
basic facilities, and continued improvement of the status of the indi- 
vidual through health and education projects, broadened economic op- 
portunities and an increase in the per capita real income. The aid pro- 
grams have received a significant impetus as a result of the interest 
and cooperation of the Magsaysay administration. 

In both Thailand and Indonesia, programs of technical cooperation 
are provided which are intended to help these countries make better 
use of their own extensive resources, and to improve their standards 
of living, thereby increasing political stability and enabling the 
countries to resist Communist subversion from within. Dr. Moyer 
will present the details of these programs to the committee. 

The 1955 program for Thailand provides, in addition to the tech- 
nical cooperation program, mutual defense assistance which has as its 
primary purpose the objective of increasing the capabilities of the 
armed forces of Thailand to maintain internal security and resist ex- 
ternal attack. 

The further details of this particular program, and the other mili- 
tary-aid programs, are set forth in the document before you and will 
now be discussed by General Stewart. ; 

Mr. Vorys. Before we proceed with General Stewart’s statement, I 
wonder if the committee would care to consider a statement which your 
acting chairman drafted when I got here this morning, as follows: 

The Committee on Foreign Affairs notes with approval the statement issued 


in London on April 18, 1954, by the Secretary of State and the British Foreign 
Secretary, implementing recommendations previously expressed by the commit- 
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tee and the Congress, of an organization in the Far East to assure the peace, 
security, and freedom of that area. 

The second paragraph of the Mutual Defense Assistance Act, enacted in 1949, 
reads as follows: 

“The Congress hereby expresses itself as favoring the creation by the free 
countries and the free peoples of the Far East of a joint organization consistent 
with the Charter of the United Nations, to establish a program of self-help and 
mutual cooperation designed to develop their economic and social well-being, to 
safeguard basic rights and liberties, and to protect their security and 
independence.” 

This paragraph was drafted by the Committee on Foreign Affairs and incor- 
porated in the original Mutual Defense Assistance Act. A similar paragraph 
was incorporated in the Mutual Security Act of 1953 by the Committee on Foreign 
Affairs and was passed by the House of Represeutatives. 

This language was left out of the act as finally passed because of the Committee 
of Conference regarding the existing paragraph of the Mutual Defense Assistance 
Act as giving adequate expression of congressional policy. 

I thought if there is to be substantial debate, we might wait until 
we get into executive session, but I thought it might be helpful to have 
our committee note with approval this implementation of a policy 
statement inserted in the law at this committee table 5 years ago. 

Mr. Javits. Mr. Chairman 

Mr. Vorys. Mr. Javits—— 

Mr. Javits. As the chairman knows, I have been deeply interested 
in getting exactly that done and have worked here for the Pacific Pact 
idea for a long time, but I would like to suggest the addition of one 
sentence. I don’t think it should be controversial. 

I should like to see this committee express the hope that the number 
of nations invited to participate in the Pacific treaty organization 
might be expanded to include other nations in that area which have 
the same interests as those who are scheduled for participation. 

Mr. Vorys. If the committee will agree, I think this statement 
simply approves the implementation and doesn’t go into details. I 
think any discussion of details should be deferred until later in the 
morning. 

Mr. Jupp. I don’t think that is a mere matter of detail. We approve 
what they are now doing and we hope they will continue it. We have 
been pushing it 5 years. 

Mr. Vorys. The committee may want to consider such matters as 
Mr. Javits mentions, but it seems to me if we want to go any further, 
we should discuss it in executive session. 

Mrs. Boron. Could we defer that until we go into executive session ? 

Mr. Vorys. We will defer any action on the committee’s statement. 
So far as the press is concerned, it can stand for the present as the 
chairman’s statement as a reminder of the action 5 years ago by this 
committee. 

Mr. Ricuarps. Are we going to question these witnesses any ? 

Mr. Vorys. It was our plan to have the 3 statements by the 3 wit- 
nesses and then proceed with questions. That is the way we proceeded 
yesterday and it appeared to be satisfactory to the committee. 

Because of the great interest in the military phases, I am calling on 
General Stewart, next. 
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STATEMENT OF MAJ. GEN. GEORGE C. STEWART, UNITED STATES 
ARMY, DIRECTOR, OFFICE OF MILITARY ASSISTANCE, DEPART- 
MENT OF DEFENSE 


General Stewart. Mr. Chairman, ladies and gentlemen of the com- 
mittee, the United States has granted military assistance progranis in 
force with the Philippines, the Government of the Republic of China, 
Thailand, and with the French and Associated States in Indochina. 
In the very near future we expect to initiate a program with the Gov- 
ernment of Japan, Some mutual defense assistance funds have been 
and will continue to be used to pay for the training of Korean military 
personne! in the United States. The materiel furnished to Korea is 
not paid for by mutual defense assistance funds. 

The extent to which United States security is involved with the fate 
of the free peoples of the Far East has been widely and authorita- 
tively discussed in the public print in recent months. It is sufficient 
to say here that, should the peoples of this area, who are now our 
friends and allies, fall under the domination of Communist coun- 
tries, we would be faced with a major, and perhaps disastrous, shift 
in military and economic strength from the free to the Communist 
world. The uneasy military truce in Korea and the bitter fighting 
now going on in Indochina disclose all too clearly the Communist 
intentions in that part of the world. Continued assistance to the 
peoples of this area is essential to the security of the United States. 

The military assistance programs in force during the recent years 
have made it possible for the duly elected Government of the Philip- 
pines to suppress the activities of the Communist controlled Huk 
movement. The military assistance given to the Government of the 
Republic of China has made it possible for that Government to be- 
come a rallying point for free Chinese throughout the world. In 
addition, our aid has created a military strong point on Formosa that 
constitutes a major deterrent to the freedom of action of Communist 
forces on the mainland of China. In Thailand the military assist- 
ance program has made it possible for the forces of that country to 
undertake modernization in the training and equipment essential to 
its internal sectirity. 

The equipment and ammunition necessary to continue the fight in 
Indochina has been supplied by the _U nited States through this pro- 
gram. Without this assistance Indochina would prob: bly now be 
under Communist control. This war is completely dependent upon 
a continuation of the assistance now being given. The gallant and 
courageous defense of Dien Bien Phu is possible only because of the 
munitions furnished under this program and delivered by. aircraft 
also provided by the program. 

It is my opinion that the security of the free world is deeply en- 
meshed in the security of the Far East and that the security of the 
Far East is dependent upon our continued aid. The United States 
is the only source of modern weapons in sufficient quantities to 
strengthen the defense against communism. We must continue to 
support these countries. 

Now, Mr. Chairman, as in the previous phase, I have furnished two 
charts which give in fiscal terms, the status of our military assistance 
program in this area. 

(The charts referred to follow :) 
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Department of Defense, MDAP—Far East and Pacifia 
VALUE OF MILITARY ASSISTANCE PROGRAMS CHARGEABLE TO APPROPRIATIONS 
{Millions of dollars] 





} | i 
Fiscal years Fiscal year | Proposed Fiscal years 

















1950-54 | 1954 a? ad 1950-55 
—_— 

IE ats sunspuiaiecanitetitidiataliidinan wiakinatsnia 1 $2, 410.7 | 1 $759. 3 | $583. 6 | 1 $2, 994.4 
ONO isin es NE Re ceaicdietndenicnd | 2228.2 | 661. 2 | 491.1 | 2, 719.3 
Equipment and supplies. _............-.... 2,177.7 | 656. 4 481.0 2, 658. 7 
Other materie] charges..................-.. 50. 5 4.9 | 10.1 | 60.6 
PUN sans sh LN oo slik ~seoncin 36.8 | 18.4 | 20.7 | 57.6 
Other (specify) special military support. -.._.._- 30.0 | 30.0 | 30.0 60.0 
OG, FO; Bi. GOES tise aiisencceuss--- 115.7 | 49.6 41.8 157.0 





! Excludes $77.6 million materiel and training for 1 country and $1.4 million P. C. H. and T. fiscal year 
1954 programs under development. 


VALUE OF PROGRAMS FOR EQUIPMENT AND SUPPLIES 
[Millions of dollars] 

















Fiscal year 1950-54 program | 
a ae | Fiseal year 1954 | Proposed fiscal year 
| program 2 | 1955 program 
Shipped | To be shipped 2 
eis . wine ns 7 
. Charge- Charge- Charge- 
Charged | 
: cq || able to Syepce | able to neee | Sable to 
yn | Excess appro- Excess | appro- Excess appro- Excess 
priation priation | priation 
TemL.....- $1, 092. 6 $86.5 | $1, 080.2 $30. 6 $651.5 $14. 5 $481.0 $9.9 
areey 5 aa 771.4 44.6 641.3 6.7| 407.4 |--.-- | ee Ley 
ONE cite ceeee ‘ 137.6 | 8.2 130.9 | 18.7 | 63.3 12.8 87.5 | 9.9 
Air Force-.....- 183. 6 33.7 | 308. 0 5.2 180. 8 1.7 TED | -teee-daee 





2 Does not reflect recent downward revision in Army Thailand program $0.3 million nor a planned addi- 
tional Air Force Indochina program $5.2 million. These are, however, included in ‘“‘Equipment and sup- 
plies” in upper tier of table. 


TRAINING PROGRAMS, UNITED STATES AND OVERSEAS 


[Value in thousands of dollars] 


Proposed fiscal year 


Fiscal] years 1950-54 program 1955 program 























y= | | Snac | gs 
| Spaces Spaces . . Spaces 
| pro | Value | com- | Value ‘Setntt -% | _ pro- Value 
| gramed pleted : 8 | gramed 
| 
Total: 
Formal training ..-.....-..-. | 8, 488 | $24, 940.8 5, 780 $14, 470.9 1, 199 13, 105 | $13, 838.2 
Other training ..........-. |~-aee Seis § 5 | 4,322.1 }.. oovelas 6, 898.0 
— 0h 
Army: . 
Formal training ._........| 4,393 | 14, 885.1 2, 736 8, 704.1 525 1, 865 6, 629.1 
Other training ...........- Li duigebwall 6001. 64... cas -seck a, of = eee Liaweecbibt 4, 066.1 
Navy: | | | 
Formal training 4 2, 308 2, 052. 7 1, 648 957.8 506 2,070 3, 291.3 
OGer S20, ....~..~2+..<)0+5 scp eun RAD Enntncencte | 004.3 1....5.... l  eseeslantia 1, 074.7 
Air Force: | | | 
Formal training -- --. he 1, 787 8, 003. 0 1, 396 4, 809.0 168 9, 170 3, 917.8 
Other training - - . -- w-22-|---------- | 2,761.0 |---- a Be O foes nacen |ncnnmneee 1, 757. 2 


NoTe.—Totals based on unrounded figures hence may vary from totals of rounded amounts. 
Programs Mar. 31, 1954; progress Dec. 31, 1953. 
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General Srewart. This is an area chart not broken down by 
countries. 

The value of the military assistance program in this area is shown 
on the chart here for fiscal years *50 through 54, as $2,410,700,000, 
which, because of the balancing factor we have to use when we make 
up a number of charts, is actually $79 million less than the value of 
the programs in that area. We have a $79 million program not yet 
shown on this chart. 

In fiscal year 1955, we are asking for $583,600,000 for this area, for 
military materiel and training. 

This is a little more than 50 percent of the entire fiscal 55 request 
for military training and materiel, indicating the emphesis being 
placed on this area. 

Now, we have delivered into this area a little over $1 billion worth 
of equipment. I would like to point out that when you consider 
that we could hardly have delivered -“Sof the materiel represented 
by the fiscal year 1954 program, and that the Japanese program is 
not yet in force, we have actually made a major delivery to the vital 
countries in this area. 

We have a training program in this area. It has been valued at 
$24,940,800 in the past. 

With that, we have actually completed the formal training of 5,780 
students. 

We are asking, in fiscal year 1955, for $13,838,200 for training pur- 

oses in this area. With that money we expect to train over 13,000 
individuals in formal courses. 

This chart gives the general picture of how the program stands 
in that area. 

The same information is shown on the second chart in a slightly 
different form. It is shown, again, in terms of dollars. 

Each bar is divided into three parts and each bar represents a 
certain category of military equipment. 

Mr. Futron. General, is that this chart up here? 

General Stewart. Yes, sir, it is the same chart on the wall and you 
have one in front of you. 

Mr. Futron. Could you describe it from the chart? 

General Stewart, The left-hand portion of each bar represents the 
value of deliveries of the particular types of categories of equipment 
as shown to the left of the bar. 

The light portion of the bar represents the undelivered portion of 
approved and funded programs. That is for fiseal °54. The total 
of the two bars represents the value of the 1950-54 program for the 
particular category that is listed there. 

The item on the end, the last red part of the bar, represents the 
value of the particular category which we are asking the Congress 
for authority and funds to finance in fiscal year 1955. 

That, Mr. Chairman, is the general picture of what we are trying 
to do in this area. 

Mr. Vorys. Thank you, General Stewart. 

Now, Dr. Moyer. 
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STATEMENT OF RAYMOND T. MOYER, REGIONAL DIRECTOR, 
OFFICE OF FAR EASTERN OPERATIONS, FOREIGN OPERATIONS 
ADMINISTRATION 


Mr. Moyer. On the economic side, assistance is being given to Korea, 
the Government of China on Formosa, and the Philippines. Also to 
Cambodia, Laos, Viet-Nam, Thailand, and Indonesia. 

In Burma there are the remnants of a closeout program, and in 
Japan, section 550 funds have been made available, of which the yen 
proceeds of 10 million are to be used in encouraging industrial 
development. 

I haven’t a prepared statement, but I do want informally to speak 
on some of the highlights of the economic programs in the area that 
I think would be of most interest to this committee, trying to give 
essentials of the concepts, the content and progress that has been made. 
I shall try todo so under three seneral headings. 

The first of these relates to the problems with which we have to 
deal. There isn’t any need for me to spend time talking on the gen- 
eral situation. The committee is well familiar with what that situa- 
tion is, but I would like to bring into the foreground some of the specific 
problems, some of the particular problems that I think we have to take 
account of when we try to frame economic programs, helping the free 
countries of this area. 

The first one, of course, is the most obvious. General Stewart has 
referred to the ‘military forces and military preparation in the area, 

We have to be certain that there is sufficient economic support to 
the countries that are involved to insure that these forces can be main- 
tained and that the neccessary preparations of a military riature can 
go forward. 

This requires direct forces support which is being given in the FOA 
program in Formosa, the so-called common-use program. 

It is equally necessary to provide assistance in the mutual-defense 
support category, helping to create the kind of economic strength in 
the participating country upon which the maintenance of their mili- 
tary forces depends. This, of course, is being given in the Republic 
of China on Formosa, Korea, and Indochina. 

A second major problem that I think we have to take into account 
is that of the internal strength and stability of these countries, and 
our aid needs to be directed toward helping them build up strength 
so they can meet Communist efforts at subversion. 

There are numerous problems in these countries with which we are 
familiar. They constitute the issues upon which the Communist move- 
ments attempt to capitalize and if unresolved they provide a fertile 
soil upon which communism takes seed and multiplies. 

There is a third general problem, as I see it, which arises from the 
fact that the present struggle in these countries also goes on in the 
realm of ideas. Asians are weighing the claims of the two contrasting 
approaches to the achievement of the aspirations that they now so 
keenly feel—the ruthless Communist way and the democratic way. 
And that is true in no area more than it is in the economic area. The 
easy promises of the Communists for a quick solution of their pressing 
problems appeal to a good many people in this area. We are in com- 
petition in the economic sphere with these ideas. Our programs must 
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help make clear the better way to the achievement of their economic 
improvement to which they aspire, that is inherent in the democratic 
way, in association with our country and other countries of the free 
world. 

So, summarizing our programs in the economic field, they must help 
serve the following three, broad objectives: (1) To provide the finan- 
cial support necessary to sustain the Armed Forces without col- 
lapse of the economy; (2) to help build the internal strength needed 
to resist subversion from within; (3) to present in clear and concrete 
terms the better road that is found in the democratic approach, help- 
ing the countries of this area realize their capabilities and their aspira- 
tions to improve their economic conditions. 

Now, with respect to the program, itself, before discussing the pro- 
posal for 1955, 1 would like to give a brief sketch of what has been 
done with funds already appropriated : 

Cumulatively, from fiscal year 1951 to 1954, there have been ap- 
propriated and planned for FOA programs in these countries, a 
— of $831.2 million. Of that there has been obligated thus 

far, $665.8 million. That means that procurement authorizations 
have been issued, either for supplies and equipment, or for technical 
assistance. 

That is, roughly 80 percent of the total appropriated has been 
obligated, 

Of the balance unobligated, nearly all of it is that which has been 
appropriated for the 1954 program. The relatively low average figure 
which is in the neighborhood of 50 percent obligated, of the 1954 funds, 
is due in substantial degree to the rate of progress in the Korean 
program. 

As of March 31, 1954, somewhat less than 50 percent had been obli- 
gated, but I would like to point out that other requests for the issuance 
of procurement authorizations, now far advanced, will substantially 
increase and shortly bring well above 50 percent the amount obligated 
in the Korea program. 

In the case of China, as of March 31, 66 percent had been obligated. 
Likewise, in the Associated States of Indochina, 66 percent of the 
amount programed for the year had been obligated as of March 31. 
It is lower in the Philippines and Thailand. 

In Indonesia, Governor Stassen referred to the slow progress that 
has been made there and to the reasons. It is a special situation. 

Now, on progress in accomplishments. In this summary statement 
there wouldn’t be time to go into detail but I would like to point out, 
for instance, that on the island of Formosa, with our aid we have been 
able substantially to bring inflation under control. Compared to a 
wholesale price rise of about 52 percent in 1951, it was 3 percent in 
1952, and about 16 percent in 1953. 

Although a slight rise occurred in 1953, it was not serious, but it 
does indicate that there is still an inflationary threat potentially there 
that. has to be guarded against. 

I feel that we have made substantial progress, also, in improving 
Formosa’s capacity for self-support. Due to heavy military expendi- 
turesiand to an increase in population, we are still a long way from 
having achieved self-support there, but the volume of exports has 
been substantially increased. The revenues have been increased and 
a better standard of living of the people is sustained. 
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In Korea, although time was taken in reaching agreement, we should 
point out that with our help, Korea had the best rice crop on record 
last fall, providing more than enough of that item needed. Progress 
has been made in relief activities. In health, in food supply, and 
clothing, our programs have provided essentials. A substantial begin- 
ning has been made in the investment program. 

As another example, Thailand has a technical cooperation program 
relating to the improvement of agriculture, health, and education and 
they are well along, particularly in the more critical northeast part of 
Thailand, adjacent to the borders of Laos, subject to Communist. infil- 
tration. 

I would just like to point out with respect to these programs that I 
had two impressions from the recent trip I have taken. One, that I 
felt a good deal had been accomplished, and that our efforts were being 
received in a friendly manner and were appreciated. Second, how- 
ever, I felt that a good deal of improvement can and ought to be made 
in these programs. 

We are now beginning to take the steps which will do this: in 
strengthening mission leadership; in sharpening up the definition of 
the purpose these programs are to serve and the content of the pro- 
grams which will bring them more effectively behind those purposes; 
in improving the servicing of these programs in Washington, and 
fourthly, in encouraging more effective action in some of the new 
approaches to these problems that ought to be emphasized—the en- 
couragement of private foreign investment, the investment of local 
capital in private development enterprises, the increase of trade within 
the area, and an economic development from a regional point of view, 
keeping in mind particularly the critical problems of Japan and 
Japan’s need for trade. 

Now, thirdly, with respect to the 1955 proposals, I would like to 
invite attention to the table on page 367 of part ITI, of the presenta- 
tion book. 

Mr. Vorys. Are you referring to the new, declassified book? 

Mr. Moyer: I haven’t seen the declassified book. 

That is on page 353 of the classified book. 

Mr. Vorys. The declassified, unsecret book is now before all of 
you. 

Mr. LeComrre. Where are we in this volume here? 

Mr. Moyer. Page 353, volume IT. 

Mr. Jupp. The secret ones aren’t out here this morning ? 

Mr. Vorys. Some of the secret books are out. I have mine out on 
the table. 

Proceed, Dr. Moyer. 

Mr. Moyer. Thank you. 

You will notice in this table that nothing is proposed for Burma. 
That has been closed out in accordance with agreement with the Gov- 
ernment of Burma. By June 30 of this year there will remain just 
a few technicians and a small amount of supplies in the pipeline, prac- 
tically all of which will be liquidated by the end of this calendar year. 

For China, on Formosa, you will notice that we are asking here 
for somewhat less than the total of last year. One reason for that is 
the large amount that will be in the pipeline. 
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We now are also making available additional amounts, particu- 
larly in commodities, part of which come from section 550 funds, 
which will provide counterpart that will go on into fiscal year 1955, 
and which we think, as of this moment at least, will be adequate. 

A cautionary word, however, has to be thrown out that as the mili- 
tary program develops, and it becomes more clear what is going to be 
involved when that program does develop, present calculations may 
not turn out to be accurate. However, this is the best we can do at 
this time and this, we think, will meet the situation. 

Mr. Morano. Is that figure $90 million ? ‘ 

Mr. Moyer. Yes, sir. That includes the so-called common use pro- 
grain, the direct forces support item. 

In the case of Indochina, the figure you see here includes what is 
being made available to France, plus $25 million which is in the pro- 
gram administered directly through FOA. 

With respect to the amount being administered through France, 
I think you are acquainted in general with the background of that. 
It is derived from an estimate of what it is expected will be the cost 
of the war. It is put down as the best estimate as of this time. Pro- 
vision is made for review, to see later whether that is an accurate 
estimate, in the administration of it. 

Also, in Saigon, provision is made to make certain there is no over- 
lap on the one hand, with the military-assistance program, and with 
the economic program on the other hand. They have a group from 
the country team presided over by the counselor of the Embassy, 
where they are constantly checking on all phases of this program. 
Advances will be made against actual documented expenditures. 

For the $25 million that is more on the economic side, I would like 
to say that the proposals which appear in this book, I think we have 
to consider as on an illustrative basis. During the recent trip of Gov- 
ernor Stassen and myself to Indochina and at the Manila Conference, 
we reviewed carefully the present Indochina program, and we are 
starting a process of bringing it more fully in line behind the objective 
of winning the war and the closely related objective of building up 
popular support for the Associated States Governments. 

That will require, as your study mission pointed out, some revision 
inthe program. We are in the process now of determining what that 
revision should consist of. 

In Indonesia, we are requesting $4 million for the 1955 program. 
There is a history in Indonesia. There remains a substantial unex- 
pended balance. We have an understanding with the Government of 
Indonesia that certain exceptions to establish obligation procedure 
which were granted in the past will not continue after June 30, 1954. 
Fiscal year 1955 funds will be obligated under procedures applicable 
to other Far East countries. 

As you will note, there is no proposal for Japan. I would like to 
say, however, that we are not neglecting attention to Japan, that we 
are following the development of the area as a whole and our own 
programs, to be sure that the needs of Japan are given the maximum 
possible consideration. 

In the case of Korea, the amount for what was this year called the 
FOA program will remain the same ($200 million) but the figure 
that you see here includes, in addition, $30 million for the CRIK 
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program which was financed in fiscal year 1954 from Department of 
Army funds plus new funds requested for UNKRA. . The figure for 
UNKRA was derived through the application of the 65-35 ratio, 
applied to our total contr ibution so far, and this figure is made up of 
new funds of $11.3 million, plus a carryover of $10.7 million from 
unobligated fiscal year 1954 appropriations. 

In the case of the REE you will note that the figure is some- 
what larger than last y There is a new situation in the Philip- 
pines. The new slaninteloanion is going ahead with new plans, and 
we believe that under this situation, not only can we effectively help 
them to a greater extent, but that it is very much to our advantage 
to take advant: ige of this situation and make increased progress. 

The bulk of the increase will be devoted to helping bring about 
increased development of the private sector of investment. Much is 
made of the fact that there are few funds available for investment in 
these countries, but certain funds are available, and the question is 
to divert them to purposes relating to development. 

In the case of Thailand, the amount is substantially the same. In 
1954 an additional $5,540,000 was made available, particularly to help 
in the northeast section of Thailand, where tensions were increased. 

The program both in volume and in amount will be essentially the 
same. 

Thank you, Mr. Chairman. 

Mr. Vorys. Thank you, Dr. Moyer. 

Now, before we start with our questions, we have an unusual situ- 
ation. Today is Pan-American Day, and we have a distinguished 
guest here and I am going to ask the chairman of our Inter-American 
Subcommittee to introduce our visitor. 

Mr. Jackson. Thank you, Mr. Chairman. 

Ladies and gentlemen, as the chairman has said, this is Pan-Ameri- 
can Day, and we do have a very distinguished legislative representa- 
tive, here today, from the great Republic of Brazil. In all of the 
republics of t1e hemisphere we probably have never had any closer 
relationships with any of them than we have had with Brazil, which 
country made a magnificent contribution during World War IT in- 
eluding troops whic h fought overseas. 

I think it is apropos, today, and it gives me a very real pleasure 
and privilege to introduce Congressman Affonso Arinos De Mello 
Franco, who is the minority leader of the Lower House of the Bra- 
zilian Congress. 

| Applause. ] 

Mr. Jackson. Thank you, Mr. Chairman. 

Mr. Vorys. We are happy to have this distinguished visitor. 

Now, it is 11:30. We have covered a lot of territory. We want to 
get around with questions. 

I fear it will be quite necessary to enforce the so-called 5-minute 
rule. In order to provide more efficiency in the timing, and so that 
I won’t have to watch my watch I have appointed a couple of staff 
timekeepers who will inform me when the 5 minutes are up, and I 
will then call the committee member’s attention to the time. 

There are many things in this area which should be discussed in 
executive session and we want to get into executive session before we 
finish, We also want to go as far as we can in open session. 
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We will first call on our distinguished and beloved former chair- 
man who has not been able to be with us as much as he would like, Mr. 
Richards. 

Mr. Ricwarps. Thank you, Mr. Chairman. 

Mr. Chairman, I want to thank Mr. Drumright, General Stewart, 
and Dr. Moyer for their statements. I think, so far as I am con- 
cerned, certainly, we can assure them on this side of the table that 
the proposals and statements they have made here, will be given every 
consideration, and that we will continue the policy of this committee 
to give a nonpartisan evaluation of the proposals that come before us. 

Now, of course, that doesn’t mean, so far as I am concerned, that 
we are going to swallow this thing lock, stock, and barrel. I want to 
ask 1 or 2 questions now. A great many questions were asked on the 
other side of the table when the other administration was in power, 
during what Senator McCarthy calls the 20 years of treason. 

Now, at the risk of arousing the ire of my dear friend, Dr. Judd, 
over there, I want to ask a few questions ‘about Formosa. 

It may be that you gentlemen would rather answer these questions 
in executive session, or you may want to wait until Secretary Dulles, 
Secretary Robertson, or Admiral Radford are here. 

Now, you will remember General MacArthur talked about what an 
outrage it was that the United States Fleet had bottled up the Nation- 
alist China troops on Formosa. And General Eisenhower, in his 
message to Congress last year, right at the beginning of the year, laid 
great ‘emphasis « on the fact that he was ordering the United States 
Fleet not to protect the Communist China mainland from the Nation- 
alist forces on Formosa. That was a rather strange pronouncement 
because everybody knew that the United States Navy was ordered to 
the straits for the protection of Formosa from Communist China. 

Now, I want to ask a few questions about the situation on Formosa. 
All around the world we are backing up outmoded colonial govern- 
ments and it puts us all behind the eight ball. We are backing them 
up because our only choice is between those governments and com- 
munism.. We should at the same time be willing to admit, and so 
announce to the world, that democratic government is a legitimate 
aspiration of those people. 

Now, take Formosa. I think General Chiang Kai-shek is a great 
man. I have never doubted his honesty or his patriotism. I think, 
though, he has made mistakes, as have we, and he may be making a 
mistake in policy now. 

Now, if we are going to fight communism, we are going to have to 
fight it with real democracy. The question I want to ask is whether 
or not we have it in Formosa. If there ever was a place where a man, 
a great leader, could set up the kind of government he wants to set up, 
it is in Formosa. 

Now, I have been interested in what Dr. Wu has been saying about 
conditions over here. He came from Formosa to the United States, 
and he’ says that Formosa is a police state. If that is true, Formosa 
is no good as a political exhibit to Asians. 

I have also heard reports, and you may prefer to testify in executive 
session on this, about the Generalissimo’s son, Ching Ko, and his dic- 

tatorial methods and his police-state pr ocedures there. 
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I don’t know anything about the truth of these accusations, but 
I would like to get the straight of it. Many people are disturbed 
about Ching Ko. 

I understand that the Generalissimo’s son was in school in Moscow 
for years, and I also know that one of the cardinal principles that they 
teach in the Communist Party is that to be a faithful party member 
you must for the good of the party, if necessary, betray your own 
father and your own family. 

Now, what I want to know from you gentlemen is, do they have 
that kind of police state on Formosa? Would you rather answer that 
in executive session ? 

Mr. Drumricur. I would prefer that. 

Mr. Ricuarps. How about you, General ? 

General Stewart. I think thav is largely a question for the State 
Department. 

What I could contribute I would rather answer in executive session. 

Mr. Ricuarps. Mr. Chairman, I imagine you will have Admiral 
Radford here later. 

Mr. Vorys. Oh, yes. 

Mr. Ricuarps. And other members of the Joint Chiefs of Staff. 

Mr. Vorys. You have one minute to answer the question. 

Mr. Ricwarps. When will Mr. Robertson and Secretary Dulles be 
back? <i 

Mr. Drumricutr. They are due back tomorrow. I would be very 
happy to discuss this in executive session. 

Mr. Ricuarps. The reason I asked you this morning is, I have some 
very important business myself in South Carolina and I may not be 
able to be here. 

Mr. Vorys. Mrs. Bolton 

Mr. Ricwarps. Are my 5 minutes up? 

Mr. Vorys. Your 5 minutes have expired. 

Mr. Ricuarps. One of the things they are jumping on me about 
down there right now is all this money we are spending in Asia. 

As I see it—was my 5 minutes up or were you just cutting me off? 
It is up? 

Mr. Vorys. The timekeeper says your 5 minutes are up. 

Mr. Ricuarps. You say you have a new look here but it is the same 
old policy of containing communism; isn’t that right? 

Mr. Drumaicnt. I believe it is a little more than that, sir, these days. 

Mr. Ricuarps. That is all, Mr. Chairman. I beg your pardon. 

Mr. Vorys. Welcome back, Mr. Richards. 

Mr. Furron. Can we question Mr. Richards on the statement? 

Mr. Vorys. No. 

Mr. Fuuron. Mr. Richards did not ask a question. It was a state- 
ment and I would like to question him on it. 

Mrs. Bouron. May I ask my question now? 

Mr. Ricnarps. I will answer your questions. 

Mrs. Bortron. Mr. Chairman, I have 1 or 2 questions. In the first 
place I want to congratulate Mr. Richards on the vim and fire with 
which he has returned from South Carolina. There is nothing like 
a good old primary fight to get you all stirred up. 

Since we have the problem of colonialism and all these matters 
which Mr. Richards and I dealt with at great length in the United 
Nations for 3 months, may I ask what has happened in Indochina 











EN sce ninco 


on 





265 


since the French made their declaration of giving freedom and 
independence to the countries, there? Has it affected the situation ? 
Has it improved the situation in Indochina ¢ 

Mr. Drumricut. That is a very good question. 

Last October, the French and the Laotians reached an agreement 
which gave the Kingdom of Laos its independence. Now as for 
Viet-Nam, negotiations are under way just now in Paris between 
representatives of the Viet-Nam Government and the French Gov- 
ernment, to perfect their relationship. I understand from reports 
I have read, that good progress is being made and they hope, soon, 
to reach agreement. 

Cambodia has not yet sent its representatives to Paris to enter into 
negotiations but they hope to do so as soon as the Viet-Nam negotia- 
tions are completed. 

Mrs. Bouvon. And it is helping the general situation. 

Mr. Drumrieur. Yes. 

Mrs. Borron. I should think it would, very materially. 

Are you anticipating inaugurating programs of technical assist- 
ance over there, as a measure of rehabilitation, in Indochina? 

Mr. Drumricutr. We do have programs now to a certain extent. 

Mrs. Bovron. Are they going to increase them at all? 

Mr. Moyer. They will be part—and an important part—of the new 


a. 

rs. Botton. I hope very much, from my own standpoint of long 
standing here, that we will find ways to dramatically emphasize the 
freedom of what we are attempting to help them attain and the kind 
of life that every nation lives under the Communist domination. I 
would like to urge it upon the Department to try to set up the kind of 
programs which will make the contrast between free living and life in 
a totalitarian state very vivid. 

It seems to me it would help in the general situation there very 
much. 

Thank you, Mr. Chairman. I will go under my time. 

Mr. Vorys. Mr. Carnahan—Mr. Zablocki. 

Mr. Zastockt. I would just like to follow up the subject matter of 
independence for Indochina brought to the attention of the committee 
by our colleague from Ohio, Mrs. Bolton. There haven’t been definite 
assurances to the Associated States that they will receive independ- 
ence. That is why the negotiations broke down in Paris just a week 
ago. 

Is that not right, Mr. Drumright ? 

Mr. Drumrieut. The negotiations have not broken down, sir. They 
are continuing. 

Mr. Zasiockt. Isn’t Bao Dai in Paris right now to resume negotia- 
tions # 

Mr. Drumricutr. They have been negotiating now for more than 
a month. He has gone there to discuss that and some other things. 
I would just say it is a continuation of the negotiations. There are 
difficulties in the way of the French constitutional provisions and that 
sort of thing. Well, those are matters I think it would be better to 
diseuss in closed session. 

Mr. Zastockt. I suppose it would take too much time to explain 
the independence that France is willing to grant the Associated 
States ¢ 
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Mr. Drumricutr. From what I can hear, sir, they are willing to go 
just about the whole distance. 

Mr. Zasvocxi. Mr. Chairman, I will reserve further questions for 
executive session. 

Mr. Vorys. Mr. Judd. 

Mr. Jupp. Well, Mr. Chairman, in view of the “nonpartisan” state- 
ment made by our friend from South Carolina 

Mr. Furron. That wasn’t a statement, it was a question. 

Mr. Jupp (continuing). I would like to remind him that we once 
had an official named Wallace who was sure that our Government also 
was not democratic—under your administration—who went to Eng- 
land and made speeches on how undemocratic, reactionary and bad 
conditions were in the administration that your party was in charge of. 

Mr. RicHarps. When was that? 

Mr. Jupp. That was just after he was kicked out by President Tru- 
man in the fall of—I forget, now. It was in September 1947, I think. 

Mr. Furron. It was in 1947. 

Mr. Jupp. 1947. And there undoubtedly was incomplete democracy 
in the United States, and there was some corruption, and there still is, 
imperfect democracy. But in Formosa the strange thing to me—be- 
cause I don’t like to have the question raised in open session and no 
answer in open session—is not how little democracy there is, but how 
much there is in a country that has been through what it- has been 
through. It was too bad that Henry Wallace didn’t stay in this coun- 
try and help with the problem, and that also applies to some expatri- 
ates from other countries, who were able to carry out many democratic 
reforms—I include Dr. Wu, who is a good friend—but every one of his 
democratic reforms was possible only because of the Generalissimo’s 
backing. After the truce in Korea, which we negotiated, permitted 
the Communists to come back and build up their forces on the China 
mainland opposite Formosa, security restrictions were tightened in 
Formosa and there is less individual freedom now—as happens, I 
think, in any country in the world with a similar threat hanging over 
its head. I only want both sides brought out—both the failures and 
the extenuating circumstances that contributed to them. I think it is 
more important for us in America to call attention to the fact that the 
Chinese Government on Formosa is the first government in China’s 
history that has been friendly toward the United States. To me that 
is a little more significant than whether they have the latest model 
South Carolina democracy, or not. 

And a second thing, on the policy of containment, is that we now 
have a policy of containment which we did not have before. We 
had containment of the European end of the Communist barrel, with 
no containment on the Asian end. We had disengagement at that 
end of the barrel. Rather, we were counselled to wait until the dust 
settles, if I may quote some distinguished people. 

Now at last we have a real policy of containment. Europe, Middle 
East, Asia. That is what we = been pleading for in this committee, 
we on this side, and you on your side. I hope that we will all stand 
together behind the policy which previously was announced and is now 
being executed. 

Mr. Futon. What is the question ? 

Mr. Jupp. I am following his example. I am going to be non- 
partisan, too. 





Now, I should like, if I may, to ask Mr. Drumright to state for 
the record—because I think this is the first time you have been be- 
fore our committee, isn’t it ? 

Mr. Drumricut. That is right. 

Mr. Jupp. And therefore your background is not well known. 
Please give us the background of your experience in the Foreign 
Service. 

Mr. Drumricnr. After a fledgling service in Mexico, I went to 
China at the beginning of 1932, and was there continuously through 
1944, when I came back to the Department for about a year and a 
half and then I had a year and a Ralf | in London and then I had 3 
years in Korea. After that I had 2 years in India and now I am back 
in the Department. 

Mr. Jupp. That is the point I wanted to make. He is the one 
man we have had before us who has had experience in India, Korea, 
and China. There is something further which will embarrass him 
but it ought to be said: Nowadays many people are talking about 
careers being ruined because they were wrong on this, that or the 
other issue they don’t mention the careers damaged years ago, when 
officers were kicked out of China and other crucial parts of the 
world because they were right. Of the young Foreign Service lan- 
guage officers we had in China, the one who stood up against about 
19 on the other side, and was crucified for it, and whom events even- 
tually proved right as to correct estimate of the Communist situation 
in China, was Mr. Drumright. I am glad that the Department now 
has you back where your judgment as ‘well as your experience can pe 
used. 

I particularly want to commend you for one thing you said, which 
I believe is completely sound, that if we keep the pressures on the 
Chinese Communist regime so that it fails, that is the way to lead to 
its disintegration, rather than the policy sometimes advocated, of 
being nice to them; “marry the brute as the way to reform him.’ 

Keep the pressures on to make it fail and disintegration will come 
more rapidly than most people generally believe. 1 expect my time 
is up. 

Mr. Ricwarps. We thank the gentleman for his nonpartisan state- 
ment. 

Mr. Vorys. Mr. Burleson 

Mr. Burieson. Mr. Chairman, I have enjoyed the speeches. Now, 
if I can get in this act with a question I would like to direct one to 
General Stewart, and it relates to Formosa. He says: 

In addition, our aid has created a military strong point on Formosa that con- 
stitutes a major deterrent on the freedom of action of Communist forces on 
the mainland of China. 

T am interested in that because of the fact that the Chinese Com- 
munists are in Korea, have taken over Tibet, have brought forces in 
south Asia against Indochina, 

Now, just how have the forces on Formosa, and its existence, created 
any deterrent / 

General Stewart. Well, Mr. Congressman, in all military opera- 
tions, every commander has to deal with the c “apabilities of the man he 
is fighting, or the forces he is fighting. Before you commit yourself 
or your forces in any direction, you’ve got to know where the other 
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man is, and what he is physically capable of doing in the question of 
time and space of doing. 

No force, with several hundred thousand armed and trained men sit- 
ting across a channel on an island, on his flank, has complete freedom 
of movement. He may have sufficient forces to do a lot. of things, but he 
can never for 1 minute forget that there sits off of his flank a force with 
certain physical capabilities, within time and space, and to the extent 
that he has to always protect himself against that capability, his 
freedom of movement is restricted. 

Mr. Burieson. Of course, the United States forces and the police 
force of Japan is the real deterrent in that area, is it not? 

General Srewarr. Well, if I were a military commander on the 
mainland of China and was contemplating moving some major forces, 
in every calculation I would make, I would have to remember that it is 
physically capable for the powers that oppose the regime that I rep- 
resent, to pick up and move a large force of people who are already in 
being and trained. It is a capability that he cannot forget, and he can 
never walk off and leave it sitting there. 

Mr. Burieson. Then, in that connection, General, we must have in 
every action we take—at least I assume so, and I can’t imagine it 
being otherwise—we must have an objective. There must be some 
purpose in everything we do. 

Now, what is the purpose of building up the forces on Formosa, 
ultimately, or tomorrow? Is it the same thing you have just said, as 
a deterrent? Are they supposed to be used? Are they supposed to 
sit there and grow old with us feeding them? What is our objective? 

General Stewart. I think we have gotten into a question of national 
policy that certainly is a little bit beyond my capacity to answer. In 
executive session I can give you the military point of view of what 
we are trying to do there, but I am not qualified to tell you what our 
ultimate policy with regard to Formosa would be. 

Mr. Vorys. I think that certainly should be discussed in executive 
session. 

Mr. Burueson. I hope we can get some answers in open session, if 
we are going to have open sessions, so that we can really know what 
the policy is out there, and what the purpose is. If we are going 
to vote to spend the money of the people of this country, then the 
country ought to know what those objectives are. 

Mr. Vorys. Your time has expired, Mr. Burleson. 

Mr. Fulton. 

Mr. Fuuron. Of course, our good friend Mr. Richards’ statement 
is interesting and it is interesting because of time when this supposed 
rise of a police state on Formosa occurred. And to me, from Penn- 
sylvania, it is rather a coincidence that it apparently occurs during 
a very hot primary in South Carolina. They are fighting Demo- 
crats and not Republicans down there, so we are still friends. 

Mr. Ricuarps. I thought you were going to ask a question. 

Mr. Fuuron. When did you decide, Mr. Richards, that this was a 
police state? 

Mr. Ricuarps. I will testify, if you want to put me up. 

I don’t know. I am trying to find out from the man who should 
know. 

Mr. Fuuron. Then there is no statement that it is a police state. 
You are just questioning it? 
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Mr. Ricuarps. No; I just want to find it out. 

Mr. Fuuron. On Formosa there are many airfields, in excess of 30, 
and when we hold those airfields with friendly forces, we deny them 
to any possible enemy such as the Communist Chinese, do we not? 

General Stewarr. Yes, sir. 

Mr. Furron. And also to the North Koreans. 

General Stewart. Yes, sir. 

Mr. Futron. Is it a strategic necessity for the United States to hold 
such airfields and to have such forces on the center flank of possible 
enemies? 

General Stewart. Yes, sir. 

Mr. Fuuron. Dr. Judd points out that the attack on the Philip- 
pines took place from those airfields, and I might say as having served 
in the South Pacific, I went through some attacks from those same 
Formosan airfields. 

Do you feel that Formosa is a strategic bulwark of the democratic 
defenses in the line of islands extending from Japan down along 
the China coast, through the Philippines, on into Australia? 

General Stewart. Very definitely so. 

Mr. Fourron. And should the United States at any time through 
its assistance to the Chinese on Formosa be able to block further 
Communist aggression on the mainland of China, that would be a 
great gain, would it not, to our security ? 

General Stewart. It would, sir. 

Mr. Futon. But should we not be able to protect the remaining 
democratic forces on the mainland, the islands off the mainland of 
Asia would become of vital, strategic importance to us; wouldn’t 
they ¢ 

General Srewart. They certainly would, sir. 

Mr. Fuuron. Now, the question is this: From a military point of 
view, do you think that the military aid programs in the far-eastern 
areas which the American people are supporting (1) are worth the 
money, (2) are being effectively administered, and (3) are necessary 
for our own personal United States security ? 

General Stewarr. No. 1, they are worth the money. No. 2, they 
are being effectively administered. The equipment is being effec- 
tively used, and what is programed and still undelivered can be 
absorbed and used. It certainly is a matter of vital importance to 
the security of this country that our friends out there stay economi- 
cally and militarily strong. 

Mr. Furron. And third, they are vital to our own United States 
security, are they not? 

General Stewart. Yes, sir. 

Mr. Furton. Now, could I ask you on the civilian end of the pro- 
gram, the civilian end of the program is now being administered (1) 
efficiently, and (2) in the interests of the personal security of the 
United States, and (3) to strengthen the forces of democracy wher- 
ever they might be, in non-Communist areas? Would you answer 
that, please? 

Mr. Drumricut. Yes, sir. 

Mr. Fuuron. You are sure that the money is being well spent, 
because there are intimations that the money is not being spent 
well by this administration. 
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Mr. Drumeicur. Well, I think it is. 

Mr. Fuuron. I would like a specific and not a general answer. I 
would like a very affirmative statement on that from the administra- 
tion. 

Mr. Drumricut. Is this on the economic? 

Mr. Fuvron. Yes. The military has been very explicit and I would 
like a firm statement on the economic side. 

Mr. Drumricut. I would like to refer that to Mr. Moyer. 

Mr. Furron. Quickly. The time is up. 

Mr. Moyer. May I have the question repeated, please ? 

Mr. Vorys. The time has expired. 

Mrs. Bourton. We will have it in executive session. 

Mr. Fuvron. I would like the answer on the record. I have asked 
the question within the time. 

Mr. Hays. I will yield my time so that we may have an answer. 

Mr. Furron. On the economic side in the Far East areas are our 
programs (1) being effectively administered, (2) aiding the people 
in the democratic areas to defend themselves, and (3) necessary for 
the security of the United States? 

Mr. Moyer. On the administration, I have indicated we do not feel 
completely satisfied with all aspects. We believe that they have pro- 
duced good results which have been beneficial to the essential inter- 
ests of the United States. In aspects where we have not been satis- 
fied, we are now taking steps to remedy them. 

To (2) my answer is a definite yes, and to (3), also, yes. 

Mr. Vorys. Mr. Hays—— 

Mr. Hays. When you were here a year ago I recall you gave an ex- 
cellent statement on the progress being made on the economic phases, 
chiefly as a result of amendment which this committee put in ‘and the 
House accepted. I refer to the Formosan Commission. The work that 
was done constructively there, as I recall it, was rather impressive. 
The picture impressed me, though I knew very little about it. I am 
wondering if those satisfactory procedures are going on. This is 
related to the question that Dr. Judd and Mr. Fulton raised, as to the 
economic conditions. 

Mr. Moyer. I have had a chance, sir, to make 2 observations of 
this program, one last March when I went to Formosa as a member of 
one ef the evaluating teams, and when I was there about 6 weeks ago. 
They are being continued and being continued effectively. 

Recently a study was made to determine their effectiveness. Ques- 
tions were asked throughout the island. First, did they feel: that 
something was being done to improve their conditions. Second, 
did they know where the source of the benefit came from. The replies 
indicated that 95 percent of the rural people felt that some improve- 
ment was being made in their conditions and that the United States 
aid had something to do with it. 

Mr. Hays. Thank you. 

Mr. Vorys. Mr. Javits 

Mr. Javirs. Mr. Drumright, do you believe that the internationali- 
zation of the struggle in Indochina, under the United Nations or 
otherwise, very much as the war was fought in Korea against com- 
munism, would result in giving greater confidence to the people of 
Indochina that they would get what we call independence—not the 
theoretical definitions of it in or outside of a framework of the French 
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Union—but that they would get it? Do you think they would have 
more confidence if the war against communism in Indochina was 
internationalized ? 

Mr. Dremricur. That is a possibility, yes. I think primarily, 
though, they want their independence. They want to be sure that 
they have governments there which are truly independent and which 
can operate effectively, and in addition to that they, of course, want 
to know that they are going to be defended and protected, not only 
by their own governments but also by outside assistance. 

In other words, there are a great many people sitting on the fence 
waiting to see which way the wind is going to blow. 

Mr. Javrrs. Mr. Drumright, would you say then that independ- 
ence and self-government, as we understand it in our country as an 
actuality, substantively, is the prime, political objective which we 
ought to pursue in Indochina ¢ 

Mr. Drumricur. Yes, sir; I do. 

Mr. Javits. Now, secondly, can you tell us whether this agreement, 
which, as I understand your words to imply, you said, “agreement was 
reached to examine the 10-nation defense pact in the Pacific.” That is 
between Eden and Secretary Dulles. 

Does the agreement also include an open-end invitation to other 
nations in south and southeast Asia similarly situated to join if they 
wish to, or is it confined strictly to these 10 nations? 

Mr. Drumrieur. I cannot answer that definitely but I can say 
this, that Secretary of State Dulles has had conversations with the 
representatives of Burma, Indonesia, Ceylon, Pakistan, and even 
India, and, of course, representatives of the Republic of Korea and 
of China were also brought in and given a broad outline of this pro- 
posal which is yet very nebulous, I should say. 

Mr. Javrrs. But they are people who, according to our policy, 
could find a place in that organization. 

Mr. Drumricur. Yes. 

Mr. Javrrs. I notice you didn’t mention Japan. Do we have any 
policy on that ? 

Mr. Drumrieut. I should think if we do organize such a coalition 
or united front out there Japan would inevitably come into it. 

Mr. Javrrs. Now, finally, I would like to ask Dr. Moyer whether 
he believes that the development funds which are available to the 
countries in your area are sufficient to meet what you called—and I 
think magnificently—the challenge of economic competition, which 
consists of the Communist promises in that field, or do we need more 
development funds from somewhere, whether the public or private 
sector, in order to effectively meet that challenge ? 

Mr. Moyer. They are not sufficient, sir, for the total need. The 
amounts requested we consider the minimum to do the essentials. We 
are very hopeful and are attempting to stimulate other funds coming 
into the picture, such as private foreign investment. In the Philip- 
pines, for example, there seems to be opening up excellent opportani- 
ties for more investment. Likewise, the investment of local funds. 

We hope in these other hee to round out the picture and to bring 
about more rapidly the development that ought to occur. 

Mr. Javrrs. Do we have any estimate in dollars of the insufficiency— 
say for the ensuing fiscal year for which you are making this request ? 
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Mr. Moyer. We think that the amounts requested will meet the 
minimum need. The total need will be very difficult to estimate be- 
cause it is practically limitless. 

Mr. Javrrs. I think my time has expired, Mr. Chairman. 

Mr. Vorys. You are right. 

Mr. Lanham. 

Mr. Lannam. Mr. Drumright, I am disturbed about the difference 
in the statements made by the Department of State, on the real offer— 
on the offer of independence to the Associated States, and those that 
I see in the press. 

I read about a week ago or maybe 10 days ago, that the representa- 
tive of Viet-Nam, or of the Associated States, had left Paris disgusted 
and frustrated. And yet you tell us that it is all right, and that France 
has offered them independence; and then all of the columnists that we 
read state that that is the real trouble now, that you can’t get the 
Vietnamese and the other native people really behind you, and that 
France has not really offered independence that is satisfactory to the 

eople who live in Indochina, the Associated States. I would like to 
now what the truth is about it. 

Mr. Drumricut. I would like to discuss that more with you in execu- 
tive session, but the Prime Minister went back on other business. He 
was called back by the Chief of State. They had some crisis at home, 
domestic crisis, upon which they had to take action, and so he went 
back. 

Mr. Lanuam. Well, he made some statements before he went back 
that indicated that the interviews that he had had and his efforts were 
frustrating and that he was very much discouraged. 

Mr. Vorys. As I understand, that will be taken up later in the morn- 
ing. Any further questions? 

Mr. Lannam. We don’t get any further in executive session on that 
question. We haven't so far. 

Mr. Vorys. I hope we can move along. 

Mr. Lanuam. I asked Mr. Dulles and he gave the very same pat 
answer that Mr. Drumright has given. 

Mr. Vorys. Mr. LeCompte. 

Mr. LeComrre. Thank you, Mr. Chairman. I am bewildered, too. 
I have been studying these foreign relations as long as anyone in the 
room on the committee except Mr. Richards, I think, and I am unable 
to get a very clear picture. 

Now, I see on this table, Mr. Secretary, that you have $825 million 
for Indochina; is that correct ? 

Mr. Moyer. Yes, sir. 

Mr. LeCompre. That is more than all the rest of that table, probably. 

Mr. Moyer. Yes, sir. 

Mr. LeComrre. That is nearly $1 billion, 

Mr. Moyer. That is right. 

Mr. LeComrere. Does that mean that we are going to finance the war 
in Indochina from here on out, or is that an executive session matter ¢ 

Mr. Vorys. We have a quorum call. I think, due to the mere 
physical arrangements here in our crowded committee room, we ought 
to go into executive session from now on. We can get down and 
answer and get the room cleared for executive session and then pro- 
ceed, unless the others who haven’t questioned, have a question that is 
most important to be brought up. 
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Mr. LeCompte. Is this out of my time, Mr. Chairman? 

Mr. Vorys. No, it is not out of the gentleman’s time. Unless there 
are questions that must be asked in open session, I think for the con- 
venience of the committee we are going to have to go into executive 
session because we are going to be moving in and out of the room. 

Mr. Hays. Could we pick up the executive session questions at this 
point so that Mr. LeCompte could have the first questions in executive 
session ? 

Mr. Vorys. That is somewhat a repetition of the former question 
and Mr. LeCompte will have the first question in executive session. 

Mr. Morano. I want to ask a question. 

Mr. LeComrerte. I will yield my time if I may be recognized when 
we come back and Mr. Morano may proceed. 

Mr. Vorys. We will close off quickly in open session and go into 
executive session. 

Mr. Morano. First, I want to make an observation with respect to 
Formosa being a police state if it is—I don’t know whether it is or 
not—but I just wanted to call attention to the fact that we are at 
present aiding Yugoslavia which, in my opinion is a police state, and 
we have been aiding that country. 

Now, Mr. Drumright, I would like to ask—last week I asked a ques- 
tion of Mr. Dulles, regarding the manning of antiaircraft guns and so 
on by the Chinese. He reported it to us that morning. He was asked 
if that might be the act of participation, where we bring retaliation 
on the Chinese mainland and he replied that it was coming awfully 
close. 

What I would like to know is, Does the administration have any 
future policy, if the Chinese should appear in Indochina in regiment 
or division strength, called by themselves volunteers, what would we 
then do? Would that be considered the act of participation that Mr. 
Dulles referred to in his St. Louis speech ? 

Mr. Drumricut. I would prefer to discuss that off the record, sir. 

Mr. Morano. Can you say whether or not we have projected a policy 
to deal with that situation if it should come about? 

Mr. Drumricurt. I think I can go so far as to say that we do have 
a policy in regard to overt action, yes. You may be describing a bit 
of a twilight zone. I would say it is under consideration at the 
highest level. 

Mr. Morano. General Stewart, will you insert an answer to the 
question in the open-session record as to the ability of the Chinese on 
Formosa, the Republic of China, something as to the status of those 
troops to strike in case there is need or decision made in that respect? 

Will you put this in the record? 

General Stewart. I will. 

(The information requested follows :) 

The armed forces of the Government of the Republic of China have reached 
a state of equipment and training which assures a reasonable degree of security 
to Formosa against any surface attack. This force poised on the flank of Red 


China also acts as a powerful restraining influence on the freedom of action 
of Chinese Communist forces on the mainland of China. 


Mr. Morano. The Philippine President, Magsaysay, indicated in 
the reports that I have read that he favored the united action requested 
by our Secretary of State. On the other hand, I read reports that a 
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couple of senators high in his administration do not favor it. Has 
the Department of State evaluated that situation to determine whether 
or not—well, what have they determined if they have evaluated it’ 

Mr. Drumricut. We have been following that situation. I would 
say almost ever since Magsaysay was inaugurated, there has been this 
campaign on the part of certain politicians in the Philippines to em- 
barrass him and to make it difficult for him in various ways. One of 
the ways in which that has been done is by attacking the President 
over these policies toward the United States. This is one of the facets 
of that situation. 

Mr. Morano. Do you feel that Magsaysay is sufficiently in contro] 
of that situation to join the united action, if that is the plan ? 

Mr. Drumricur. As I read his statement yesterday, it seemed to 
commit him to that, but like your Congress, or our Congress here, it 
is sometimes difficult to say in advance just how it would come out. 

Mr. Morano. Thank you, Mr. Chairman. 

Mr. Vorys. Mr. Prouty, do you have a question ? 

Mr. Proury. Mr. Chairman, I have no questions until we go into 
executive session. 

Mr. Vorys. May we go into executive session ? 

Mrs. Borron. Yes, by all means. 

Mr. Vorys. We will go into executive session. 

(Whereupon, at 12:10 p. m., the committee proceeded in executive 
session. ) 

Mr. Vorys (presiding). The room has been cleared and the com- 
mittee will come to order. 

I have a clipping from this morning’s paper which referred to the 
recalling of a general and it inferred some sort of administrative tur- 
moil with regard to the Indochina program. Dr. Moyer, could you 
tell us about that? 

Mr. Moyer. As I indicated, we are not content in all respects with 
the way these programs are being administered. I wonder, Mr. Chair- 
man, if I could have inserted into the record—in what I was saying 
that-I was not referring to a lack of honesty in the handling of the 
program. I wasn’t sure what Congressman Fulton had in mind, 
whether that was the angle or not. 

Mr. Furton. I was defending against a political approach to the 
question of whether the program was advisable and was worth the 
money it costs the American people. I wanted an explicit statement 
from the administration that it was good. That is all I was after. 

Mr. Moyer. With respect to Indochina, that is one of the countries 
where some questions have been raised concerning the way the pro- 
gram is being handled. We have had some criticisms of the leader- 
ship there. 

(Discussion off the record.) 

Mr. Vorys. In what respect? 

Mr. Moyer. First of all in understanding the problem; it is a very 
complex, difficult situation in Indochina. Then of recommending the 
kind of program that has the best chance of adequately dealing with 
that situation; and thirdly, making the best use of the staff. 

(Discussion off the record.) 








Mr. Vorys. I note to my surprise that none of the $785 million that 
has been made available had been spent by the first of the year. I 
understood that was budgetary support for a calendar year budget 
for France. Is that money now being spent ¢ 
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Mr. Murrpny. Yes, sir, Mr. Chairman, expenditures started on that 
program in Paris, early in March. 

Mr. Vorys. Early in March? 

Mr. Murpny. Yes, sir. 

Mr. Vorys. But up to the first of the year, France was proceeding 
under her own steam, as it were, in reliance upon this support for 
this year’s budget, is that the idea? 

Mr. Mureny. That is correct. The $785 million is support of the 
French calendar year 1954 budget. Unlike the United States, their 
fiscal year is a ‘alendar year, and the agreement provided support for 
their 1954 expenditure budget. 

Mr. Vorys. Now, is the amount in that we are talking about this 
time, for support of their calendar 1955 budget ? 

Mr. Murpuy. Yes, sir, it is. 

Mr. Vorys. So that support for the 1954 shooting season, as it were, 
is to come out of the money that has already been appropriated 

Mr. Murruy. That is correct, sir. 

Mr. Vorys. Now, go ahead, Dr. Moyer, on this administrative 
matter. 

Mr. Moyer. The situation in Indochina is one illustration. In In- 
donesia, for another, we haven’t had a director there for more than 
a year. When I took over last September, I found that was true. We 
immediately took steps to try to find one, but as of this date, we still 
haven’t a director and that is an extremely unsatisfactory administra- 
tive situation. It is that kind of thing that I referred to. 

Mrs. Botron. Why is that? 

Mr. Moyer. I can only speak positively since I have had something 
to do with it. In general, I feel that we have a difficult reeruitment 
situation for this type of position. We are not in the market for 
people who are looking for jobs. We are in the market for people 
who already have good jobs, people who have demonstrated their 
ability and who have the qualifications necessary. 

Now, with what we can offer, it is not easy to attract that kind of 
person. We don’t have a continuing situation, as in the case of the 
Foreign Service in the Department of State, and it has been very 
difficult to get this type of personnel. 

Mrs. Bouron. Have we been suffering in a good many areas from a 
difficulty in getting the right people ? 

Mr. Moyer. That is right. 

Mrs. Bouton. Is it because we don’t offer them enough, or what is 
it? Can’t we inspire them? 

Mr. Moyer. I am impressed with the number of people who have the 
inspiration, who would like to do this kind of thing. My own feel- 
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ing is—and I wish very much that this could be given consideration if 
there is an appropriate time—that the length of tions these programs 
are provided for is such that they can’t fit into oe that is being 
assured of continuation. We can get them in for a short time, but 
they must go back to what they were doing or they get completely dis- 
associated from their normal activities. I feel the length of time for 
which these programs are authorized is a great hindrance in getting 
the right type of person. 

Mrs. Bourton. If they were longer, if they had 3 years, it would be 
more worth while? 

Mr. Moyer. I should think so. They would feel they could accom- 
plish something, if they were authorized. 

Mrs. Boiron. Our principal difference is that one Congress cannot 
tell the next Congress what to do. 

(Discussion off the record.) 

Mr. Moyer. Speaking about Indochina, to be completely frank— 
again, that is a part of the administrative problem—I would be in- 
clined to think that we have not sufficiently consulted the Indo- 
chinese. I would say this, however, that at the beginning of last 
December, our people in Saigon began a series of consultations with 
the appropriate ministries and people concerned, asking them what 
in their opinion would be the best program. ‘That process of con- 
sultation went on straight through the Government and the revisions 
which we are now about to make are based on those consultations. The 
reorientation that we expect to complete shortly will fully take into 
account their views. 

(Discussion off the record.) 

Mrs. Bouron. Your frankness is most helpful, Mr. Moyer. The only 
way we can find out these things is from you people. If you won't 
tell us, where are we ? 

Mr. Moyer. I would prefer very much, myself, to be on a frank 
basis. However, I think we have the rudiments there, which can be 
very significant. - For instance, they have the beginning of an excellent 
agriculture extension system, but we haven’t helped them in a signifi- 
cant way. We ought to concentrate on it. 

They also have the beginnings of vocational education, which is 
becoming very important, there, as industry develops. But we have 
just hit around the fringes. We haven’t really gotten down to the 

usiness of discussing with them how we could effectively build up a 
vocational education program for the country. 

Mrs. Borton. Do you see any possibility of doing that? 

Mr. Moyer. Yes, ma’am. 

Mrs. Bouron. You will see to it that is done? 

Mr. Moyer. Yes. 

( Discussion off the record.) 

Mr. Vorys. Did Mr. Prouty ever get a chance to ask his question ? 

Mr. Provury. I would just like to ask Dr. Moyer why Burma is out 
of the program for the next fiscal year ? 

Mr. Moyer. That is at the request of the Government of Burma. 

(Discussion off the record.) 

Mr. Provutry. Are Chinese troops still there? 
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Mr. Drumricut. No, sir; there has been a program for evacuat- 
ing those troops. They have evacuated about 5,800, including 
dependents, in the last 3 months, pursuant to a United Nations resolu- 
tion introduced by the Burmese. 

Weare still trying to get out about 1,500 others who are located down 
in the peninsula. 

Mr. Proury. There is no money in here for Japan, is there? 

Mr. Moyer. No, sir; none for an economic program; there is some 
for military assistance. 

General Srewarr. There is [security deletion] in it for fiseal 1955 
for ty, in the military assistance program. 

Mr. Provury. But there is none contemplated in the next fiscal year 
for economic purposes. 

Mr. Moyer. No, sir. 

Mr. Proury. Thank you. 

Mrs. Bouron. I should like a policy answer, not necessarily today, 
but I want to know what the Japanese really feel about our turnabout 
in the matter of their now having an army. 

Intrinsically they are a military people who like an army. In 
their hearts they probably like it, but what has it done to their sense 
of our integrity? This would seem to be of importance. 

Mr. Vorys. Do you want to comment on that? 

Mr. Drumricutr. Yes. The Government is in favor of the pro- 
gram. They realize they have to do something to build up their 
defenses. 

Mrs. Bouron. What do they think about us? 

Mr. Drumricur. As far as the Government is concerned, I think 
they are in agreement with us. 

Mrs. Borton. How about the people? 

Mr. Drumricut. There are different groups of people. The left- 
wing, the Socialists, and others on the leftwing, are in strong opposi- 
tion to Japan’s rebuilding its defense forces. 

Mrs. Bouron. Naturally, of course, they would be, but still I 
wanted to press the other end of the question. How does the United 
States stand in the world because of the things she has done in Japan 
and other places by her changes of policy ? 

Mr. Drumrient. I don’t think there is much thought about it. In 
Japan there are mixed feelings. I think most people just wonder 
about it. 

Mr. Jupp. Mr. Chairman, the answers to a good many of these ques- 
tions are in our subcommittee report on pages 32, 33, and 34, where 
we discussed the opposition in Japan and the sources of opposition 
and tried to evaluate them, and also the anti-Americanism. Maybe 
our subcommittee should have insisted on holding a session with our 
full committee to give our report, because a lot of that material is 
covered there. 

Mr. Drumricur. Dr. Judd, before you came in, I made a reference 
to your report, which we regard as highly useful and extremely good. 

Mr. Jupp. I appreciate that. We did a lot of work on it. I only 
hope it will be read and studied. 





Mr. Vorys. We have never had before this committee the divect 
forces support proposition. If there was any such item, if was 
negligible in prior years. This big program developed after we 
adjourned last year, and I would hope that we could get some infor- 
mation on this direct-forces business. 

Mr. Zasvockt. Mr, Chairman, is it my understanding that we have 
suspended the questions in executive session, temporarily, and we 
will return to them? Some of the questions asked in open session 
that were not answered were deferred to the executive session. Are 
we going to have an opportunity to have them answered? What is 
the procedure ? 

Mr. Vorys. I want to have answers to those questions in executive 
session. I think you were present when Mr. LeCompte asked one. 

Mr. Jupp. And Mr. Richards asked one. 

Mr. Zasxiocki. I deferred my inquiry of any French limitation on 
Viet-Nam independence. 

Mr. Vorys. I thought maybe it would be proper for the acting chair- 
man to ask a question. 

Mr. Jupp. But you will come back to the other ? 

Mr. Vorys. Yes. I am under the 5-minute rule. 

Mr. Drumricnt. I have a statement here on that, if you would like 
to have it for the record. 

Mr. Vorys. No; I don’t want to have something handed to me to 
read later. You tell me now about direct-forces support. Up to 
last June—I could make a speech on the House floor saying, “We fur- 
nished the arms all over the world. We may furnish some economic- 
defense support, but these countries do their own troop support... They 
feed, clothe, and pay their own troops.” That is what we have said 
year after year. We point out the essential economy of that policy. 
We have very expensive troops in our own forces. It costs our 
forces over $3,200 to maintain a man overseas apart from his arms. 
These troops of our allies can be maintained for much less, and we 
did not furnish the maintenance up to this year. We only furnished 
some defense support. 

Now, here is a case where we jump in and we take over everything. 
Why did we do it that way? 

Mr. Drumricur. To the extent that is done in Indochina it is be- 
cause the French and the Associated States did not have the resources 
with which to finance this Navarre plan which it was thought last 
summer had to be undertaken if the military situation in Indochina 
was not to deteriorate seriously. 

Mr. Vorys. Of the $785 million for this year and the $800 million 
for next year, how much was for food and where did they get the 
food? I would imagine it was mostly rice that they bought locally 
with their own currency. 

Mr. Drumrieur. I have a statement on that, sir. 

Mr. Vorys. Very well. 

Mr. Drumricur. This is a program of direct forces support in 
Indochina for fiscal year 1954, totaling $785 million, and for -fisval 
year 1955 $800 million. OU 
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Mr. Proutry. Mr. Drumright, would you speak just a little louder 
please ¢ 

Mr. Drumrient. Last summer the French Government informed 
the United States that the French commander, General Navarre, had 
worked out a program which would lead to the breakup of the prin- 
cipal Communist forces in Indochina in 2 years, and to the eventual 
pacification of the area under the free and independent Governments 
of Viet-Nam, Laos, and Cambodia. 

He required certain reinforcements from France which have been 
or are shortly expected to be made available, as well as assurance that 
the necessary financial support would be available to maintain the 
buildup of the indigenous Indochinese forces. 

French commitments to NATO, and France’s own defenses at home 
called for expenditures which made it virtually impossible for France 
to provide the financial support for an increased effort in Indochina, 
from its own resources. 

The French made it quite clear in discussions with the United States 
that they could not make the greater effort required unless the United 
States bore the additional cost. 

The United States Government was convinced that the Navarre 
plan for victory in Indochina was feasible, and offered re: asonable 
chances of success. The National Security Council and the Joint 
Chiefs of Staff endorsed the Navarre program and recommended to 
the President that additional financial assistance be provided to assure 
its realization. 

After consultation with the Congress, the President approved the 
provision of up to $385 million from fiscal year 1954, together with 
the $400 million which had already been authorized by Congress to 
help support the forces in Indochina during 1954. 

An agreement regarding the purpose and application of the total 
of $785 million was signed with the French Government on Septem- 
ber 29, 1953, and a memorandum on administrative procedures was 
signed on March 1, 1954. 

The total estimated cost of the war in Indochina for fiscal year 1954 
is $1,987 million, distributed as follows: French forces, $900 million ; 
Associated States forces, $557 million; United States military assist- 
ance, $530 million—total, $1,987 million. 

Mr. Vorys. Who gets our dollars? Is this a case of balance of 
payments? We have $1 billion of counterpart funds. Couldn't 
counterpart be used for this? 

How does this work? If this is something you are not prepared 
to answer today, I will drop it. 

Mr. Moreny. I'll try to answer that, Mr. Chairman. 

The aid we are rendering to this effort is not balance-of-payments 
aid. It is what we call budgetary support. We are paying the 
dollars to the French Government, on the basis of reimbursement to 
them for expenditures which they make in calendar year 1954, in 
support of this war effort, this plan of General Navarre. 

Now, the $785 million that is estimated for the calendar year 1954 
will be comprised of $400 million which was authorized by Congress 
in a special appropriation for this purpose, and an additional $385 
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million equivalent, most of which will also be spent from dollar ap- 
propriations available to the executive branch this fiscal year, and 
some portion of which, estimated from $20 million to $60 million, will 
take the form of reimbursement to the French Treasury from their 
own 90 percent counterpart account which has been generated as a 
result of other programs of assistance to France. 

Mr. Vorys. Now, I don’t understand that last part. If there was 
counterpart, and what was needed was francs, it wasn’t a balance 
of payments problem. Why couldn’t you use the counterpart ? 

Mr. Morruy. Well we are doing that, sir. The fact of the matter 
is, however, that we had already agreed with the French Government 
on the utilization of counterpart expected to be deposited up to a 
figure of $330 million equivalent for the French NATO effort, and the 
agreement reached last September with the French included a pro- 
vision that to the extent that deposits of counterpart made between 
that time and the end of calendar year 1954 should provide counter- 
part in addition to that which had already been committed, such 
additional amount would be a to defray a portion of the cost 
of supporting this Indochina effort. 

Now, the commitments to the French on behalf of their NATO 
effort for the 2 calendar years—1953 and 1954—had totaled $330 
million equivalent. If there are deposits in that period, that 2- 
calendar-year period, in excess of that $330 million equivalent, such 
additional amounts will be applied to defray a portion of the 1954 
expenditures of the French. That is estimated as running from a 
minimum of $20 million to a maximum of $60 million equivalent in 
calendar year 1954. 

Now, to the extent that those French francs are available, they will 
result in reducing the dollar cost of the United States correspondingly. 
That is why you will see in our book, while we talk about a $785 mil- 
lion program, from a dollar-appropriations standpoint at this point, 
a figure of only $725 million, and the difference is the maximum 
amount of French counterpart we thought might be available for 
this purpose. 

Mr. Vorys. One other question, and then my time has expired. 
Do we have any system of auditing the French expenditures so that 
we follow the end use of these dollars ¢ 

Mr. Morpny. Yes, sir; we do. We have established, pursuant to 
a memorandum agreement signed by the two governments on the Ist 
of March 1954, a very detailed administrative procedure which pro- 
vides the possibility for the United States Government to review every 
expenditure made by the French for which they claim reimbursement 
from the United States under the agreement. This procedure requires 
that they provide us with individual documents containing extracts 
of information from their actual vouchers that are processed in accord- 
ance with French Government regulations, which are somewhat similar 
to United States Government regulations, from the standpoint of audit 
and requirements for competition in bidding and getting the lowest 
price available, and so forth. 

Mr. Vorys. I don’t want to take more time, but could some of us get 
a look at that memorandum ? 
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Mr. Mureny. Yes, sir. The pertinent provisions are already con- 
tained in the classified book, in volume II. They are included on 
page III-99. There is a heading “Memorandum of understanding on 
administration of Indochina-aid program.” 

Incidentally, portions of this are in the unclassified versions, also. 

Mr. Vorys. Thank you very much. 

Mr. Morpny. With respect to your question on how much was for 
food in the 1954 and 1955 programs, best estimates at this time indicate 
that the French and Associated States forces will spend about 59 bil- 
lion francs for food in calendar year 1954. This is the equivalent of 
about $169 million. Most of this cost, however, is for purchases in 
France or in the Associated States, to be paid for in francs or piastres— 
not dollars. 'The comparable figure for calendar year 1955 is 63 billion 
francs, which is the equivalent of about $179 million. 

Mr. Vorys. Thank you very much. 

Mr. Moreny. I might make one point before I finish, Mr. Chair- 
man. Mr. Drumright, in making his statement, referred to the figure 
of $1,987 million as representing the fiscal year 1954 expenditures. I 
am sure he meant the calendar year 1954. 

Mr. Drumrient. ITamsorry. That isright. 

Mr. Vorys. It is a calendar year, but it is a half of our fiscal year. 

Mr. Murreny. That is right. 

Mr. Vorys. Now, Mr. Zablocki. We have 15 minutes for these ques- 
tion that were reserved. 

Mr. Zastockt. Mr. Chairman, would Mr. Drumright, at this time, 
please explain or give an analysis of the offers by the French to the 
Associated States, and further whether there are any limitations on 
the type of independence the French are willing to give, and what 
are they, if any? 

Mr. Drumricut. In 1953, Laniel announced that the French Gov- 
ernment was inviting these three states to negotiate on a bilateral 
basis with France, to “perfect the sovereignty” of the Associated 
States. 

Laos was the first of the three states to take advantage of the in- 
vitation. A treaty of friendship and association, with four annexed 
conventions, was signed by the King and by President Auriol in 1953. 

In this treaty, France recognizes Laos as a “fully independent and 
sovereign state.” In return, Laos “freely reaffirms its adherence to 
the French Union, an association of independent and sovereign peo- 
ples, free and equal in rights and duties, in which all members pool 
their means of guaranteeing the defense of the whole Union.” 

(Discussion off the record.) 

Mr. Drumricut. On March 8, the Vietnamese delegation sat down 
with the French in Paris. Our latest reports confirm that the greatest 
difficulty lies in creating a formula for association in the French 
Union. The Vietnamese believe that the French will agree to 2 
treaties, one granting complete independence to Viet-Nam, presumably 
without mention of the French Union, and the second bringing Viet- 
Nam into the union as a voluntary act of the sovereign state. The 
apparent obstacle at this time is a conflict as to the precise terms of the 
enacted convention which will spell out the terms of the association. 

(Discussion off the record.) 
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Mr. Zastockt. Do they promise or offer them representation 7 

Mr. Dromricurt. I don’t think so, sir. The Vietnamese wish to in- 
corporate a careful definition which will include a provision that de- 
cisions taken by the high council of the union—the highest coordinat- 
ing body—will be taken by mutual agreement. 

In other words, they want to be completely free and independent 
and able to go their own way, and they want to come into the union 
on a voluntary basis, not on some required basis. 

Mr. Zasvockt. I don’t believe the Vietnamese wanted complete im- 
mediate independence; they just want definite assurance that there is 
a target date at which they can look forward to independence. The 
Vietnamese fully realize that it is necessary they have economic and 
political ties with France which prohibit their divorcing themselves 
completely. 

Mr. Drumricur. They want, first of all, an agreement that gives 
them complete independence, and then they will agree to come into 
the Union, but they want to come in on a completely independent basis, 
fully preserving their rights and sovereignty. 

Mr. Jupp. Well, aren’t they right in that? After all, our problem 
is to convince the Vietnamese that they are an independent govern- 
ment and if the French say, “We'll give you independence, after you 
first decide to stay in the Union,” then they aren’t genuinely inde- 
pendent. Britain was smart when she told India, “You are independ- 
ent.” Then India turned around and joined the Commonwealth. 
Burma didn’t. That was genuine independence. 

They can’t convince the Vietnamese that they have independence 
unless they have independence. They can turn around and say they 
want to join, if they do want to. 

Mr. Drumricur. Further complication lies in the declaration of the 
French National Assembly which, in reaffirming the provisions of the 
constitution referring to the Union, stated on Somes 9 that any re- 
pudiation of these provisions would release France from her obliga- 
tions with respect to the Union. Cambodia, which has been expected 
to follow Viet-Nam to the conference table before the Geneva Con- 
ference, will probably take a firm position on association with the 
French Union. 

(Discussion off the record.) 

Mr. Drumricur. The Cambodians envisage a union following 
closely the pattern of the British Commonwealth, and specifically 
objects to the high council as a permanent organization and with head- 
quarters in Paris. In its place, Cambodia would prefer periodic 
meetings of the Union Prime Ministers at the different capitals as a 
means of assuring coordination. 

(Discussion off the record.) 

Mr. Zantockt. They belong in the Union, No one questions that 
fact. but we know the Vietnamese are not satisfied that France is 
sincere. 

Mr. Drumrieut. I have the text of the treaty of amity between the 
French Republic and the Kingdom of Laos, if you would like to have 
that in your record. 

Mr. Vorys. We will put it in. 

(The treaty referred to is as follows :) 
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TREATY OF AMITY AND ASSOCIATION BETWEEN THE FRENCH RE- 
PUBLIC AND THE KINGDOM OF LAOS, AND CONVENTIONS ANNEXED 
TO. THE TREATY (PARIS, OCTOBER 22, 1953)’ 


I, TREATY OF AMITY AND ASSOCIATION 


M. VINcENT AURIOL, President of the French Republic, President of the French 
Union, and 

His Majesty S1sAvANG VoNG, King of Laos, 

Noting that France has entirely fulfilled the commitments she had made for 
the purpose of ensuring to Laos the exercise of full sovereignty and independence, 
confirmed by the declaration of July 3, 1953, 

Both equally desirous to maintain and strengthen the bonds of traditional 
friendship which unite the two countries and which were previously confirmed 
and strengthened when the Kingdom of Laos joined the French Union. 

Have agreed to the following: 


ARTICLE FIRST 


ne French Republic recognizes and declares that the Kingdom of Laos is a 
fully independent and sovereign State. Consequently, the latter shall replace 
the French Republic in the exercise of all rights and the fulfillment of all obliga 
tions resulting from any international treaty or special convention contracted by 
France on behalf of the Kingdom of Laos or of French Indochina, prior to the 
present convention. 


ARTICLE 2 


The Kingdom of Laos freely reaflirms its membership in the French Union, an 
association of independent and sovereign peoples, with freedom and equality of 
rights and duties, in which all the associates place in common their resources in 
order to guarantee the defense of the Union as a whole. 

It reaffirms its decision to sit in the High Council, which, under the chairman- 
ship of the President of the French Union, ensures the coordination of these re- 
sources and the general conduct of the affairs of the Union. 


ARTICLE 8 


France pledges herself to support and uphold the sovereignty and independence 
of Laos before all international bodies. 


ARTICLE 4 


France and Laos pledge themselves to participate jointly in any eventual 
negotiation designed to modify the conventions currently binding the Assuciated 
States. 


ARTICLE 5 


Each of the High Contracting Parties pledges itself, on its own territory, to 
guarantee to the nationals of the other the same treatment as reserved to its own 
nationals, 


ARTICLE 6 


Should the agreements currently governing their economic relations come to be 
modified, the two High Contracting Parties mutually pledge themselves to grant 
to each other certain privileges, especially in the form of preferential tariffs. 


ARTICLE 7 


Special Convention shall define the modalities of the association between the 
French Republic and the Kingdom of Laos. The Treaty and the Special Con- 
ventions shall cancel and replace all similiar acts previously concluded between 
the two States. 





ave translation has been prepared by the French Embassy, Press and Information 
ivision. 
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ARTICLE 8 


The present Treaty and the Special Conventions—unless other stipulations 
are made concerning the latter—shall go into effect on the date of their signature. 
The instruments of ratification of the present Treaty shall be exchanged as soon 
as the Treaty is approved by the French and Laotian constitutional bodies. 


Done at Paris, the twenty-second of October 1953. 





II. Appress DELIVERED By M. VINCENT AURIOL, PRESIDENT OF THE REPUBLIC AND 
PRESIDENT OF THE FRENCH UNION, AT THE CEREMONY OF THE SIGNING OF THE 
FRANCO-LAOTIAN TREATY 


Sire, 

It is a great pleasure for me to salute in you the highly respected Sovereign 
who, wishing to ensure for his people complete independence and peace within the 
French Union, has always put his faith in France and in her friendship. 

In signing the Franco-Laotian Convention, we have after free discussions be- 
tween your Government and that of the Republic, confirmed your full sover- 
eignty, our free association, our common attachment to the French Union. 

With your wisdom and perspicacity, you have understood that there is neither 
freedom nor tranquillity for a people in isolation, and that the only solution lies 
in a union of nations and free peoples, which must succeed in ensuring not only 
peace but also security and prosperity for the Laotian people. 

In this common struggle, and particularly at the time of the attempted Viet- 
minh invasion, you have personally set a most perfect and most magnificent 
example by remaining, confident and serene, in the midst of your people, in spite 
of the danger of an offensive which, for a time, threatened your States. In that 
tragic hour, Your Majesty’s presence in Luang Prabang, the birthplace of your 
dynasty, the capital of unified Laos, gave encouragement and hope to your people, 
which faced this ordeal with a calm and quiet courage in the highest Buddhist 
tradition and ideal. 

By so inspiring the national Army of Laos—united in brotherhood to the Army 
of the French Union whose spirit of sacrifice and heroism I hail with emotion 
and pride—you have won rights to independence which, today, France has been 
pleased to recognize in the agreements just concluded. These agreements will 
renovate, without breaking them, the ties that bind the Kingdom of Laos and 
the Republic of France in a free and friendly association. 

The facts belie those who, out of thoughtlessness, ingratitude and a desire to 
outbid others, belittle France and the French Union; for not only is the French 
Union no obstacle to national independence, but its aim is to guarantee and 
defend it. And it is in the name of the French Union that for seven years, its 
soldiers—and for the most part the soldiers of our Republic—have preserved 
the security of those who, without them and without us, would lose their mother 
country, their independence and even the right to get together and criticize us. 

Those who forget, at this time, what they owe the French Union and how 
deficient their defense potentialities would be if they did not have the French 
Union, are rather unwise. 

I hope that ere long all the Associated States, clearly and independently fol- 
lowing the example set by Your Majesty and Your Government—whose loyalty 
has never faltered even for a moment—will conclude agreements similar to those 
we have just signed, agreements which will strengthen our association and fortify 
our common efforts. I desire this, for them as much as for France. We shall 
thus proceed toward national reconciliation, that is, toward the fair and just 
peace that we and Your Majesty are praying for. 





Ill, ADDRESS BY HIS MAJESTY SISAVANG VONG, KING OF LAOS 


Mr. President, 


A little more than a half century ago, one of my ancestors, His Majesty Oun 
Keam, entrusted into the hands of France, in the person of her representative 
Auguste Pavie, the destiny of the Laotian Kingdom, whose very existence was 
then threatened. 

His Majesty Oun Keam knew that he was safeguarding in this way the sov- 
ereignty and the permanence of his Kingdom. 
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It is a great pleasure for me to pay tribute to France for having kept her 
promises by defending the kingdom against external dangers and for restoring 
on this day, by the Treaty we have just signed, complete and full sovereignty 
of the Kingdom of Laos. 

Franco-Laotian friendship, which has stood the test of time, will thus be 
enhanced. In this association between free peoples endowed with equal rights, 
the Laotian nation will have gained the certainty of having assured its destiny. 

Words fail me, Mr. President, to say how deeply I appreciate France’s loyalty. 
You may rest assured that you can count on our loyalty as well. 

On this occasion, I cannot neglect to pay tribute to the devotion and courage 
of the French Expeditionary Corps which, for the last seven years, has fought 
in Indochina, with the cooperation of the Laotian Army, for the defense of the 
frontiers of the French Union. 

At a time when the relations between our two nations are being specifically 
defined, I beg you, Mr. President, to convey to the French people my heartiest 
greetings and the assurance of my deepest friendship. 





ANNeEx I—FRANcO-LAOTIAN DiPLOMATIC CONVENTION 


His Highness Prince SouvANNA PHOUMA, 
President of the Council of Ministers of the Royal Government of Laos, 
on the one hand, 
and 
M. JosePH LANIEL, 
President of the Council of Ministers of the Government of the French 
Republic, 
on the other hand, 
Have agreed to the following: 


ARTICLE FIRST 


In accordance with Article 2 of the Treaty of Amity and Association between 
France and Laos dated today, the King of Laos shall appoint the delegates of 
his Government to the High Council of the French Union. 

He shall also appoint his representatives and experts to the conferences pre- 
paratory to the meetings of all international institutions. 


ARTICLE 2 


In the countries where the Kindgom of Laos shall not be represented by a 
national diplomatic mission, the French Republic shall place its own diplomatic 
missions at the disposal of the Kingdom of Laos. The same shall be true of 
consular representation. 

ARTICLE 3 


The Government of the French Republic pledges itself, as far as lies within 
its power, to place at the disposal of the Royal Government of Laos all experts 
and technicians whom the Laotian Government may ask the French Government 
to place at its disposal and whose salaries and expenses shall be borne by the 
French national budget. The conditions governing this employment shall be 
determined by the supplementary convention on personnel. 

For its part, the Government of Laos pledges itself to call upon French Union 
nationals in preference to all others, on the understanding that if, within a 
period of six months after the request has been made, the French Government 
has not been able to furnish the requested personnel, the Laotian Government 
may have recourse to the same number of foreign technicians with similar quali« 
fications. 

ARTICLE 4 


The French Republic shall be represented in Laos, at Vientiane, and the King- 
dom of Laos shall be represented in France, at Paris, by an accredited “High 
Representative,” enjoying all diplomatic privileges and prerozatives. 

Pending a preliminary agreement between the two Governments, each High 
Contracting Party, shall send to the other, when the interests of its nationals 
are important enough to warrant it, accredited “Representatives” enjoying the 
privileges and prerogatives generally granted to a consular corps. 


45700—54——__19 











286 
ARTICLE 5 


The present Convention shall go into effect on the day that it is signed. 


Done at Paris, the twenty-second of October, nineteen hundred and fifty-three. 
Signed: SoUvVANNA PHOUMA 
JOSEPH LANIEL 





ANNEX II—FRANCO-LAOTIAN SETTLEMENT CONVENTION 


M. JosepH LANIEL, 


President of the Council of Ministers of the Government of the French 
Republic. 
on the one hand, 
and 
His Highness Prince SouvaNNA PHOUMA, 
President of the Council of Ministers of the Royal Government of Laos, 
on the other hand, 
Have agreed to the following: 


ARTICLE FIRST 


The provisions of the present Convention shall apply to the rights and privi- 
leges that each of the High Contracting Parties is disposed to recognize or to 
grant, on its own territory, to the nationals of the other Party, on a basis of 
absolute reciprocity. 


ARTICLE 2 


The nationals of each of the High Contracting Parties shall be free to enter 
the territory of the other, travel through it, take up residence there, and leave 
at any time, in accordance with the laws and regulations applicable to the 
people of that territory, and subject to the provisions of police and public safety 
regulations. 

Under the same conditions and with the same reservations, they shall enjoy 
the same rights as the people of the territory. 


ARTICLE 3 


The nationals of each of the two signatory countries, shall, on the territory 
of the other country, receive the same treatment as that country’s nationals 
regarding the right to acquire, own, and rent all personal property or real estate 
and to dispose of them, 

ARTICLE 4 


The nationals of each of the two signatory countries shall have the right to 
bring actions into the courts of the other country, in accordance with the 
provisions of the Franco-Laotian Judicial Convention. 


ARTICLE 5 


Each of the two signatory countries pledges itself, with respect to the property, 
rights and interests legally owned on its territory by the nationals of the other 
country, to make no special provision or adopt no general measure which would 
not be applicable under the same conditions to its own nationals. The same 
shall be true of all indemnities resulting from these measures. Persons receiv- 
ing such indemnities shall be free to effect an immediate transfer of their full 
amount into the currency of the other country. 


ARTICLE 6 


The nationals of the two signatory countries shall, both in peacetime and war- 
time, be subject only to such requisitions as are imposed upon the citizens [of 
the country in which they reside] and they shall have a right to the indemnities 
granted to the latter by that country’s legislation. 


ARTICLE 7 


French residents in Laos and Laotian residents in France, as well as French 
or Laotians wishing to become residents of the country of which they are not 
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nationals shall—with regard to establishing a businéss, setting up a development 
company or an industrial, commercial or handcraft firm, exercising a liberal 
profession or engaging in a salaried occupation—be assimilated with the na- 
tionals of the country in which they want to set up residence. 

No restriction provided for in the laws of one of the signatory countries, and 
concerning the exercise by aliens of one of the professional activities referred 
to in the present article, shall apply to the nationals of one of the two countries 
residing or desiring to take up residence in the other in order to engage in one 
of the said professional activities. 

All private companies and corporations, if they are constituted in accordance 
with the legislation of one of the contracting countries, shall be duly recognized 
by the other. 

The nationals of each State shall, in all cases, have the right to transfer, into 
the currency of the State of which they are the subjects, all business profits and 
proceeds from the voluntary assignment of investments made on the territory of 
the other State. 


ARTICLE 8 


The nationals of each of the High Contracting Parties shall not, on the terri- 
tory of the other Party, be subject to duties, taxes, levies or excise, under any 
denomination whatsoever, other and higher than those levied upon the nationals 
of the territory. These provisions apply to both individuals and corporations. 

Whenever the fiscal provisions enacted by each of the High Contracting Parties 
affect the nationals of the other country, whether individuals or corporations, in 
a way which might be considered discriminatory, these provisions shall be subject 
to arbitration as provided for under Article 12 below. 


ARTICLE 9 


The nationals of each of the High Contracting Parties shall, on the territory 
of the other, benefit from the same labor and social legislation as the nationals 
of that territory. 


ARTICLE 10 


The application of the control of exchange in each State should not result in 
any discrimination against nationals of the other State. 


ARTICLE 11 


The Government of the French Republic and the Royal Government of Laos 
shall mutually grant to each other all the necessary facilities for the opening 
on their respective territories of scientific, cultural and medical centers. 


ARTICLE 12 


The High Contracting Parties shall form a joint Advisory and Arbitration 
Commission which shall meet alternately in France and Laos at the request of 
one or the other Party. 

Its task shall be to ensure the regular application of the present Convention. 

The Commission shall be composed at the most of three representatives of 
the interested administrative bodies in each State. Each delegation shall have 
the right to call in experts to assist it. 

It shall be presided over alternately by a representative of the French Govy- 
ernment and by a representative of the Laotian Government. 

All requests for opinions and all disagreements as to the interpretation or 
the application of the present Convention shall be referred to this Commission 

Any disagreement which cannot be settled by the Commission referred to in 
the present article, shall be submitted, at the request of one of the Parties, to 
the High Council of the French Union. 


ARTICLE 13 
The present Convention shall go into effect on the date that it is signed. 


Done at Paris, the twenty-second of October, nineteen hundred and fifty-three. 


Signed: JosepH LANIEL 
SouvANNA PHOUMA. 
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Annex III—FRanoo-Laori1an JupICIAL CONVENTION 


His Highness Prince Souvanna PHOUMA, 
President of the Council of Ministers of the Royal Government of Laos, 
on the one hand, 
and 
M, Joseru LANIEL, 
President of the Council of Ministers of the Government of the French 
Republic, 
on the other hand, 
Have agreed to the following: 


ARTICLE FIRST 


The Government of the French Republic shall transfer to the Royal Govern- 
ment of Laos all the judicial powers which it has exercised to this day on the 
territory of the Kingdom of Laos. 

Consequently, the courts of the French Union, created by the Convention of 
February 6, 1950 shall no longer exist. 


ARTICLE 2 


This transfer shall affect all the persons subject to the jurisdictions of the 
French Union. 

All cases ready for hearing shall immediately be transferred to the correspond- 
ing Laotian jurisdictions. 

As far as lawsuits still before the court are concerned, they shall be tried in 
accordance with the legislation applied to them up until that time. 


ARTICLE 3 


The records of the courts of the French Union shall be transferred, with inven- 
tories, to the record-offices of the corresponding Laotian courts; however, French 
birth, marriage and death certificates shall be filed at the official seat of the 
French Representative in Laos. 

The balance of the bail deposited, in criminal, civil or commercial cases, with 
the registrars of the courts of the French Union shall be turned over, in each 
case with an explanatory statement, to the registrars of the Laotian courts 
who shall receipt them. 

ARTICLE 4 


The sentences and decisions pronounced by the courts of the French Union, 


prior to the transfer, shall retain the executory formula of the Convention of 
February 6, 1950 which, however, shall be aflixed by the Laotian registrar. 


ARTICLE 5 


On the date of the transfer, the Laotian Government shall take over the build- 
ings and equipment used until that time by the courts of the French Union; in- 
ventories and statements covering the premises shall be drawn up. 

The question of the ownership of this property, both buildings and furniture, 
shall be settled at the same time as the other questions concerning the estate. 


ARTICLE 6 


Prisoners who have been convicted and are serving their sentence at the time 
of the transfer shall, if they are French citizens, be evacuated by the French 
Government to French penitentiaries ; the Laotian Government shall take charge 
of all the others. 

° ARTICLE 7 


The right of pardon shall continue to be exercised by the President of the 
French Republic for persons sentenced by the courts of the French Union, if they 
are French citizens. 

For persons who are not French citizens, the right of pardon shall be exercised 
by His Majesty the King of Laos, 

ARTICLE 8 

From the date of the transfer, the Laotian authorities shall have sole com- 
petence over the release on probation of all prisoners, with the exception of the 
French citizens to be evacuated to France, over whom the French authorities 
shall retain jurisdiction. 
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ARTICLE 9 


French citizens sentenced by the courts of the French Union shall retain the 
right of appeal for a reconsideration of the sentence, to be made in accordance 
with French law, and befor2 French courts. 

For all other persons under the jurisdiction of French Union courts, an appeal 
for revision shall be made in accordance with Laotian law and before the 
Laotian courts. 

ARTICLE 10 


With regard to French citizens convicted by French Union courts in accordance 
with French criminal law, the Laotian Government shall acknowledge the right 
of the French Government to extend to them the amnesty laws currently in 
force or subsequently to be passed by the French Parliament. 

With regard to all other persons under the jurisdiction of French Union 
courts, the Laotian Government reserves the right to extend to them the benefit 
of French amnesty laws. 

ARTICLE 11 


The Laotian Government pledges itself to ensure to French citizens all the 
guarantees of full rights and complete impartiality desirable in judicial matters. 
To this end, five French judicial experts shall be attached to the Laotian judi- 
cial services, under the following conditions: 
—two attached to the Justices of the Peace and the Courts of the First 
Instance ; 
—one attached to the Criminal Courts or the Courts of Appeal ; 
—one attached to the Court of Cassation [Supreme Court of Appeal] 
—one Counselor to the Minister of Justice. 


These five experts shall be chosen, first, by agreement between the interested 
parties, and second, by agreement between the two Governments. 

These magistrates shall be transferred and placed at the disposal of the Laotian 
Government, which shall appoint them to the above-mentioned posts; they shall 
retain the status of magistrates temporarily attached to another department. 

The French Government shall be responsible for their salary and allowances as 
well as for the financial benefits and advantages in kind to which they have a 
right. 

These magistrates shall reside at Vientiane; however, they may have to travel 
in the interior of the country in the exercise of their duties. 

The post of Counselor to the Minister and that of expert attached to the Court 
of Cassation cannot be held by magistrates with a rank inferior to the fourth 
level of the hierarchy. (Counselor in the Court of Appeal or General Sub- 
stitute. ) 

The French magistrates temporarily transferred to Laos shall be rated by the 
Minister of Justice; at the same time, they shall be rated, recommended and 
promoted by the competent French courts. 

In case of a serious professional offense, they may, after consultation with the 
High Representative of France in Laos, be replaced at the disposal of the French 
Government. 

In case of infraction, legal action cannot be taken except upon the order of the 
Minister of Justice, after the High Representative of France has been informed. 

These magistrates shall be transferred for a three-year period, with an annual 
leave of two months in France. 

The Minister of Justice may, if he so desires, ask these magistrates to take 
part in the drawing up of the Laotian laws, and in the teaching of law and, 
generally speaking, to give opinions on all matters. 


ARTICLE 12 


The French experts attached to the Laotian courts shall be charged, in par- 
ticular, with assisting the Laotian magistrates, by means of written opinions 
and comments, in the examination or judgment of cases to which a French 
citizen is a party. 

The briefs of all matters in which French citizens are involved shall be 
communicated to them: 


a) when they request it, at any point in the procedure, in civil or com- 
mercial matters; 

b) before the inquest is closed and before sentence is pronounced in 
criminal matters, or at any other point in the procedure, when they so 
request it. 
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ARTICLE 18 


The French Government and the Laotian Government agree to lay down the 
principle of a convention establishing a simplified procedure of exequatur and 
providing for mutual judicial assistance. 


ARTICLE 14 


His Majesty the King of Laos shall alone exercise the right of pardon for all 
persons convicted after the transfer. Where measures of grace in favor of a 
French national are concerned, the French magistrate serving as Counselor to 
the Minister of Justice shall be consulted. 


ARTICLE 15 


Two French registrars shall, with their agreement and the consent of the 
Royal Government, be temporarily attached to the latter as far as French law- 
suits are concerned. One shall be assigned to the Court of Cassation, the Court 
of Appeal and the Criminal Court; the other shall be assigned to the Court of 
the First Instance in Vientiane, which alone shall be entitled to take cognizance 
of all civil and commercial disputes in which French citizens are involved. 

The French registrar attached to the Court of Cassation, the Court of Appeal 
and the Criminal Court shall travel about the country in the exercise of his 
duties. The salaries of both registrars shall be paid by the French budget. 


ARTICLE 16 


1) The French registrar attached to the Court of Cassation and the Court of 
Appeal shall serve as a notary for French nationals, in accordance with regula- 
tions now in force; 

2) Should there be a shortage of regular bailiffs, their functions shall be 
entrusted to ad hoc officials ; 

3) The French registrar attached to the court at Vientiane shall act as public 
appraiser as far as the French nationals of the province of Vientiane are 
concerned ; for the other provinces, this office shall be filled by an ad hoc official. 


ARTICLE 17 


French lawyers who are regular members of the bar shall be authorized, 
when French nationals are involved in a court action, to plead and make mo- 
tions, as much for the French nationals themselves as for the other parties to 
the case. 


ARTICLE 18 


French shall be accepted as the official language of the court whenever a French 
national is involved. 


ARTICLE 19 


1) In criminal matters only Laotian law shall be applicable. 

However, should the Laotian law make no provision for the case in point, 
French law shall be applied to French citizens as it was applicable in Laos at 
the time the present Convention went into effect. 

2) In civil and commercial matters, French law is applicable whenever the 
case involves a French citizen. 

8) As far as their personal civil status is concerned, French nationals shall 
remain subject to French law. 

The French personal civil status includes whatever is relative to the rights 
and legal qualifications of the individual, marriage, reciprocal rights and duties 
of husband and wife, property settlements between husband and wife, divorce, 
separation, descendants, acknowledgment or disavowal of paternity, relations be- 
tween ascendants and descendants, the obligation to support persons related by 
blood and by marriage, legitimation, adoption, guardianship, trusteeship of 
property, declaration of minority, freeing of minors from parental control, es- 
tates, inheritances, wills and other testamentary provisions, absence, and pre- 
sumption of decease. 

4) In all cases where the Laotian law makes no provision for conflicts of laws, 
the latter shall be settled in accordance with French regulations governing such 
conflicts. 
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ARTICLE 20 


1) The French expert attached to the Court of Cessation shall also be at- 
tached to the administrative court. 

2) All actions introduced in Laos, and involving French nationals and the 
French State, shall be referred directly to the French Conseil d’Etat [highest 
French administrative court]. . 


ARTICLE 21 

On a provisional basis, the French military courts shall continue to exist and 
function as before. 

ARTICLE 22 

The present Convention shall go into effect on November 15, 1953. 

The Judicial Convention of February 6, 1950 shall be abrogated on the same 
date. 

Done at Paris, the twenty-second of October, nineteen hundred and fifty-three. 


Signed: SoUVANNA PHOUMA 
JOSEPH LANIEL 


Mr. Jupp. The fact that France signed with Laos and doesn’t with 
the two others, only increases their suspicion. 

(Discussion off the record.) 

Mr. Vorys. Unless someone else has a question, could we have a 
word on how the military operations are going there, and what the 
chances are for Dien Bien Phu to hold out until the monsoons stop 
action, and what the chances are for relief of the garrison during the 
wet months ? 

General Stewart. Mr. Chairman, I have with me a Lieutenant 
Colonel Alden whose sole duty in my office is to read every telegram 
and know everything about Indochina. I could answer your question 
pretty well, but he has the latest official information, and I would 
like to have you talk with him on that, because he can give you the 
best answer. 

Mr. Vorys. Fine. 

(Discussion off the record.) 


STATEMENT OF FREDERICK E. NOLTING, JR., SPECIAL ASSISTANT 
TO THE SECRETARY OF STATE FOR MUTUAL SECURITY AFFAIRS 


Mr. Noutine. Mr. Chairman, may I contribute something on that? 

Mr. Vorys. Yes. 

Mr. Nourine. The statement which Mr. Dulles read from was con- 
firmed by the Prime Minister of France, Mr. Laniel, as being substan- 
tially accurate. 

Mr. Vorys. If we don’t have any Americans in there, you are get- 
ting your information from French sources, isn’t that true? 

(Discussion off the record. ) 

Mr. Fuuton. You see this committee is in a position—three of us 
here—of seeing repeated exactly the same thing that occurred just 
before Korea. Whatever intelligence was given then was either fuzzy, 
or incorrect. We are not trying to put any blame—but I certainly feel 
if this committee is going to act, or the Secretary of State is going 
to act, or you people are going to act, that we should have careful 
questioning as to the adequacy of intelligence information. 

Mr. Vorys. Is the statement which I read this morning acceptable ? 
If not I will issue it as my own statement. 
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Mr. Fuuron. I move that statement be adopted by the committee, 

I think the point of Mr. Javits is a good point. I don’t want to give 
the impression that the action which has been taken fulfills what this 
committee has been advocating since 1949. It is a start, but it does not 
fulfill. It is a limited thing. This committee has always approved 
and urged the formation of a larger regional organization. 

Mr. Vorys. Unless it would be unanimous—— 

Mr. Zanvockt. I think it would be unanimous, Mr. Chairman, if 
you would incorporate that suggestion. 

Mr. Vorys. I would be unwilling, when Secretary Dulles is over 
there meeting with the French, to put out a list of nations we think 
are necessary—we have had in open session a discussion here, I believe, 
of the conferences that have been had with all the countries. It just 
occurred to me it would be interesting to point out that whatever 
was being done was an implementation of a statute that originated in 
this committee room. 

Mr. Jupp. We said in our report, “The initiative for such a pact 
must come from the Asian nations themselves.” That is what our 
Government has been saying for 5 years, but we added, “Such initia- 
tive is not likely to come unless these nations feel confident that the 
United States will view it with favor and will support it.” 

When Mr. Dulles now publicly views it with favor and gives it 
support, it could get started. I think it would be bad for word to go 
to France that this satisfies all our basic ideas as to policy in that part 
of the world. 

(Discussion off the record.) 

Mr. Jupp. Last spring a subcommittee made recommendations, and 
again last fall, that to the maximum extent possible we give this aid 
directly to the Vietnamese. We recognized in our subcommittee re- 
port four difficulties to giving more aid directly to the Vietnamese but 
we felt the psychological lift and the demonstration that they really 
are not puppets, would offset some of the arguments against giving aid 
directly. What is your military estimate as to the feasibility “and 
advisability of moving in that direction? We don’t want to offend 
the French but the French can’t win without the Vietnamese either. 

(Discussion off the record.) 

Mr. Jupp. In our report we discussed the obstacles but they are not 
an adequate excuse for failure to solve it. 

General Srewarr. I assure you, sir, we have had several missions 
out there all of whom are moving and exploring in the direction you 
have just mentioned. We are now replacing General Trapnell because 
it is the end of his tour and for no other reason. General O’Daniel, 
who has been a lieutenant general, is going out to take his place and 
we are increasing the size of the military assistance advisory group. 

(Discussion off the record.) 

Mr. Jupp. I have one more question, Mr. Chairman, and that is on 
the East-West trade business. We brought it up the other day, 
whether the economic advantages of East-West trade would be suf- 
ficiently great to our allies, to justify the depressing political effects 
and psychological effects on people behind the curtain who would say, 
“Well, why should we continue to resist the Communists if you are 
going to accept them and do business with them.” I recognize our 
allies say there is not to be any increase for Communist China, it is 
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only going to be in Europe, but to a certain extent that is self-decep- 
tion, isn’t it? 

Mr. Drumrient. Yes, sir. 

Recently the United ‘States, the United Kingdom and France en- 
gaged in discussions on East-West trade policy. A joint communique 
issued at the conclusion of the discussions reflected the belief that the 
existing controls on trade with Communist China should be continued. 
This was the meeting Governor Stassen attended. The maintenance 
of controls on trade with Communist China, a declared aggressor, is 
justified. The question of altering the controls adopted by free na- 
tions in support of the United Nations resolution, recommending the 
imposition of a selective embargo on Communist China is one that 
would have to be determined by those nations. In the opinion of the 
United States Government the need for these controls will continue so 
long as aggressive actions and threats by Communist China continue. 

With respect to the review of existing controls, which is to be un- 
dertaken by the United States and other friendly countries, on trade 
with the European-Soviet bloc, the United States Government believes 
it may be desirable to seek an understanding that each exporting coun- 
try will take the necessary precautions to prevent the frustration of 
controls on trade with Communist China. 

Mr. Jupp. What does that last statement mean? We believe what? 

Mr. DrumricHt. In Europe there may be nations which would ship 
goods to the European-Soviet bloc which in turn would be sent to 
Communist China and we would ask our people in these countries in 
Western Europe, to try to reach an understanding with them not to 
ship goods which could be transmitted on into Communist China. 


Mr. Jupp. I hope that can be worked out because that is the difficulty. 
As Mrs. Bolton says, we don’t ship it directly to B but they ship it to 
A who then ships it to B. 

Thank you very much. 

Mr. Vorys. Now, could I read a poreexen® from the text of the 

l 


joint statement issued by Messrs. Dulles and Eden. I might say that 
no list of 10 nations or any other nations are contained in the entire 


thing, but this paragraph was what caught my attention this morning. 
[ Reading :] 


Accordingly we are ready to take part with the other countries principally 
concerned in the examination of the possibility of establishing a collective defense 
within the framework of the charter of the United Nations Organization, to assure 
the peace, security, and freedom of southeast Asia, in the western Pacific. 


I have changed our proposed statement slightly. 


The Committee on Foreign Affairs notes with approval the statement issued in 
London on April 13, 1954, by the Secretary of State and the British Foreign 
Secretary which is in line with recommendations previously expressed by the 
committee and Congress in 1949. 


The second paragraph reads as follows: 


This paragraph was drafted by the Committee on Foreign Affairs and in- 
corporated in the original Mutual Defense Assistance Act. A similar paragraph 
was incorporated in the Mutual Security Act of 1953 by the Committee on 
Foreign Affairs and passed by the House of Representatives. This language was 
left out of the act as finally passed because the committee of conference 
regarded the existing paragraph of the Mutual Defense Assistance Act as giving 
adequate expression of congressional policy. 


Mr. Jupp. It is “in line with.” 
I move. 
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Mr. Fuuron. I have already made a motion. 

Mr. Zastocki. One question: When we discussed the personnel in 
Indochina, I believe the chairman asked whether, in the tania of any 
of the planes, were there any losses of planes flown by civilian per- 
sonnel—is that to imply that we don’t have any of our military people 
flying planes? 


STATEMENT OF LT. COL. VICTOR W. ALDEN, USAF STAFF 
OFFICER, DEPARTMENT OF DEFENSE 


Colonel ApEn. That is correct. The only Americans flying air- 
planes in Indochina are those who, under contract with the French 
Government and Chinese air transport 

Mr. Zastocki. That is Chennault. 

Colonel ApEn. Yes. 

There are no United States Air Force pilots flying airplanes in 
combat in Indochina. 

Mr. Zapstockt. Then, the press reports give the wrong impression 
when they say Americans are flying daylight missions and the French 
are flying the night missions. 

Mr. Jupp. The Americans are mercenaries, if you want to call them 
that. They are just like the French Foreign Legion fighting. 

We didn’t get to another point today but we ought to sometime, 
the lesson to be learned regarding FOA, from the Burma operation. 
Here we have one closed down. You will remember we asked for a 
study of that operation in our committee report. There is nobody 
there now with a vested interest who has to hold his job for the future. 
What can we learn from it? 

A second question is to what extent the principles of JCRR, which 
you, yourself, worked out in Formosa, Dr. Moyer, are applicable i in 
the whole area. We were so impressed that we felt more and more the 
FOA ought to be channeled along the lines of JCRR. They can’t 
answer it now but I want those questions discussed sometime. 

Mr. Vorys. In order to get once over lightly we have had to push 
and cover a lot of territory. We are going to reconvene after recess 
and cover what we didn’t cover. 

Does anyone have a question ? 

Mr. Zastocki. I have a suggestion, Mr. Chairman: Since we have 
difficulty in open session getting around even under the 5-minute rule, 
because some members make speeches for the benefit of the press 
reporters present, I suggest a limit of one question the first time 
around. Too many questions are asked merely for the press. 

Mr. Jupp. They didn’t want an answer. You see, they didn’t come 
for the answer. 

Mr. Zastockrt. When some members don’t have the press here and 
can’t get any publicity, they won’t stay. 

Mr. Vorys. The committee will adjourn until 10 o’clock tomorrow 
to hear Tracy Voorhees and the extremely important and interesting 
matter of offshore procurement. 

Mr. Fuxron. Will you note on the record that I am concerned about 
adequate intelligence. 

(Whereupon, at 1:30 p. m., the committee adjourned to reconvene 
at 10a.m. Thursday, April 15, 1954.) 











THE MUTUAL SECURITY ACT OF 1954 


THURSDAY, APRIL 15, 1954 


House oF REPRESENTATIVES, 
Commirrer ON Foreign AFFrarrs, 
Washington, D. C. 

The con:mittee met, pursuant to call, at 10:10 a. m., in room G-8, 
United States Capitol, Hon. John M. Vorys presiding. 

Mr. Vorys. The committee will come to order. 

We have further hearings on the foreign ope rations program. We 
have with us this morning ‘the Honorable Trac y 5. Voorhees, Defense 
Adviser to the United States, Permanent Representative to the North 
Atlantic Council, and Director of Offshore Procurement, Office of the 
Secretary of Defense. 

We are hoping to study offshore procurement, mutual special 
weapons, and facilities assistance. We will have an open session, 
followed by an executive session. 

Mr. LeComrre. At what time do you expect to have the executive 
session ? 

Mr. Vorys. Your guess is as good as mine as to how soon we can 
get into that. 

Mr. LeCompte. You didn’t set any hour for the executive session ? 

Mr. Vorys. No. We will get to that when we have exhausted the 
possibilities in an open session. 

Many of us who have names like this claim that we are relatives, 
so I am happy to introduce a very distinguished member of the tribe, 
Mr. Voorhees. 


STATEMENT OF HON. TRACY S. VOORHEES, DIRECTOR, OFFSHORE 
PROCUREMENT, DEPARTMENT OF DEFENSE 


Mr. Voornees. I saw in the minutes of the committee meeting the 
other day that you were kind enough to refer to me as one of the 
Vorys boys, but I notice that the respectable branch of the family 
moved to Ohio. 

Two years ago, your committee and the House Appropriations 
Committee gave me the privilege of appearing before you as a private 
citizen during your consideration of the mutual security legislation. 
In my testimony at that time, I expressed the deep and 1: sting interest 
I have in furthering “the defense of the United States on the most 
economical basis that is possible,” and stated my conviction that “the 
only way in which this defense can be made with long-range economy 
for the United States is to create a sufficient defense in Europe so that 
we can scale down our own Military Establishment very greatly.’ 

I stated further my belief that “within about 2 years, it should’ be 
possible to do that, with a saving of some $12 billion a year in our 
own Military Establishment.” 
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Unlike many of my predictions, this prediction, happily, proved 
to be, not only true, but an understatement, although, of course, the 
enormously increased strength in our joint defense ‘of Europe which 
has been developed during the past 2 years is only one significant 
factor among several contributing to the cut in the cost of our own 
United States defense. But the fact remains that the reduction 
between the obligational authority for United States defense expendi- 
tures approved by the Congress 2 years ago and that now proposed 
is $22 billion. 

In expenditures—as distinguished from obligations—the compa- 
rable situation is as follows: 

On the basis of the national military budget for fiscal 1953 before 
the Congress 2 years ago, it was estimated that expenditures in fiscal 
1953 would be on the order of $50 billion to $52 billion. This was the 
level of national military costs involved if the force objectives, readi- 
ness levels, and D-day assumptions current in our planning at that 
time were to be achieved. These objectives reflected, of course, the 
weak defensive capabilities in Western Europe. 

The increasing numbers and effectiveness of the military forces of 
the free world which have resulted during the past 2 years from 
United States programs of military and economic assistance were a 
significant factor considered by the Joint Chiefs of Staff in coming 
up with the longer term force objectives which underlie our present 
military program. This was pointed out by the President in both his 
state of the Union and budget messages. 

The expenditure estimates for our own military program for the 
next fiscal year, fiscal 1955, are a little less than $38 billion, a $12 bil- 
lion to $14 billion reduction from the expenditure levels previously 
anticipated. While this, of course, is a result in substantial part of 
other factors, such as the cessation of hostilities in Korea and the ca- 
pabilities of new weapons systems, a very significant portion of the 
reduction is attributable to the improved and increasing defense pos- 
ture of our European allies. Without the improv ement in European 
defense over the’ past 2 years, we could not have thus reduced our na- 
tional military program. 

These above figures show persuasively, I believe, that the principle 
remains a true and proven one today, that the strengthening of 
Europe’s defense represents long-range economy in defense of the 
United States. 

My competence in testifying today is limited to the policy aspects 
of the offshore-procurement program in Europe, and particularly the 
special programs which are a part of it. One of these is for the in- 
crease of Europe’s own production capacity for ammunition. The 
other deals with the stimulation of development of new types of 
weapons—other than atomic weapons—for Europe’s defense. The 
importance of these programs far transcends, I believe, the dollar 
amounts ae are involved in them. 

Although I never again expected to be a Government official, I 
could not refuse to respond to Secretary Wilson’s request last summer 
that I take on a dual job, first as defense adviser to the United States 
mission to the North Atlantic Council in Paris, and second, as Direc- 
tor of Offshore Procurement, a new post representing the Secretary 
of Defense. 
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My terms of reference for that job are very short. The post of 
defense adviser is created by the President’s order setting up USRO, 
United States Regional Organizations, which succeeded the Special 
Representative in Europe, SRE, last summer, and where I serve under 
Ambassador John C. Hughes. ;' 

The other position in the dual job was a new post created by Secre- 
tary Wilson and designated as the Director of Offshore Procurement. 
In his instructions to me in his letter of last July 30, he said: 

You will discharge the functions of the Secretary of Defense as to the supervi- 
sion and direction of procurement in Europe for the miiltary defense assistance 
program. 

This means, »s I conceive it, a general policy supervision, leaving the 
operation of the program in the competent hands of the procuring serv- 
ices in Europe of the three military departments. 

To do this job as well as possible, I have spent the larger _ of each 
month since in Paris, and the balance of the month in Washington. I 
may say it has not been an entirely restful life. 

The procuring services in Europe have done, over the past 2 years, 
an extraordinarily difficult job in offshore procurement contracting and 
have acquired wide experience in a novel and difficult field. 

I hardly need tell this committee that the words “offshore procure- 
ment” are strictly 100 percent Army gobbledegook. Since the Army 
customarily buys what it needs in the continental United States, any- 
thing bought elsewhere is, to the Army, “offshore procurement,” even 
though it may be purchased on the biggest continent in the world. In 
any case, these words, and the abbreviation “OSP” have now come to 
mean an enormous program which has done much to strengthen the 
military position, and, as a valuable byproduct, the economic positions 
of Europe. 

Mr. Vorys. Could I intercept right there, Mr. Voorhees ? 

Isn't it true that offshore procurement has its limitations in that we 
don’t ordinarily refer to offshore procurement as the routine purchases 
of cabbages and things like that by our Armed Forces over the world ¢ 

Mr. Voornres. You are correct. 

Mr. Vorys. You have to define this gobbledegook a little bit more— 
maybe you are going to do that. 

Mr. Voorners. You are correct, sir, and I don’t think I did define it 
adequately. If it is possible to define “gobbledegook,” let me say that 
what I am talking about is the military defense assistance, offshore 
yrocurement. But there is also the procurement by our Armed Forces 
in Europe of the potatoes, tomatoes, cabbages, or whatever they pro- 
cure there for their own use. I have no relation to that, at all. That 
is the function of each of the military departments, respectively, and it 
is quite a sizable amount that is spent there. That expenditure is, of 
course, of assistance in the strengthening of the dollar positions of the 
European nations. 

Mr. Vorys. I might say to our presentation team from the Depart- 
ment of Defense that we will want that figure, as usual, at an appro- 
priate time during our hearings. 

Go ahead. 

Mr. Voornerrs. My mission has been to analyze this MDAP-—OSP 
program, under the changed conditions prevailing after the Korean 
armistice, and to develop policies which would shape it in a*way to 
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give the utmost value, in the strengthening of Europe’s defense posi- 
tion, for every United States taxpayer’s dollar employed. 

In this effort, which is by no means complete, we have proceeded 
upon the basis that we are not engaged in any race to obligate appro- 
priated funds by the end of the fiscal year, but that it is our function 
to make sure, before a commitment is undertaken, that the United 
States will get full value from it, not only directly, but also in the indi- 
rect potentialities. In this process of refining the OSP program, a 
number of significant steps have been taken and others are in process. 
Before discussing them, may I explain two special OSP programs 
which are, to me, of unusual interest ? 

The first is the facilities-assistance program. This is a mutual 
effort between the United States, seven of the NATO countries, and 
Spain, for a rapid increase on a balanced basis in Europe’s ammuni- 
tion production capacity. 

The United States is furnishing to Europe and NATO countries, 
under appropriations already mi ude exclusive of the present budget 
request, military hardware of an approximate value of $14.5 billion. 
Since that includes Greece and Turkey, the published figures for 
Kurope alone will be different. 

Some of this is ammunition, but by far the largest items, dollar- 
wise, are heavy armament. The effectiveness of this vast expenditure 
depends to a substantial degree upon Europe’s capacity to produce, 
itself, the ammunition which must. be fed to these guns which we are 
supplying, and this focuses upon Europe’s ammo production capacity, 
should war occur. The reasons for this are: 

(1) Our United States mobilization base, that is, our production 
capacity for ammunition, cannot be expected to supply all of Europe’s 
needs in addition to those of our own United States forces, 

(2) Should war occur, ship tonnage would obviously present a 
problem. 

(3) There are also, of course, the obstacles of the large Russian 
submarine fleet, new-type harbor and coastal mines, plus possible 
nuclear bombing of port facilities. 

Europe must, “ther efore, depend primarily upon her own production 
of ammunition. War damage from World War II, abetted by age 
and obsolescence, largely destroyed Europe’s ammunition plants, and 
what was left was badly unbalanced. The capacity for metal com- 
ponents was, in no way, matched by the facilities to produce chemical 
components. 

I am glad to report that the stimulus of our offshore-procurement 
program of ammunition has, itself, doubled Europe’s balanced pro- 
ductive capacity for ammunition, but this is still woefully inadequate. 

The corrective measures necessary were a balanced integrated 
program based on a iene cooperative plan. The initial studies for 
this were made by N ‘ATO’s own international staff. But it is just 
this kind of joint program which it is hard for a large number of 
sovereign nations to agree among themselves to carry out. There- 
fore, last year the U nited States took the leadership through what 
has come to be called the facilities-assistance program. 

‘This represents a new and, I believe, especially effective type of 
military assistance designed to increase Europe’s own capacity, and 
based upon a mutual effort by the United States and the European 
countries concerned, 
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Under this plan, the United States is supplying equipment and 
engineering know-how, and the other nations furnish the land, puild- 
ings, labor, some equipment, and the later cost of maintenance. 

The operating responsibility for the program is under ordnance 
experts of United States Army, Europe, assisted by a team of United 
States industrial ammunition experts. The latter is headed by Mr. 
Henry Marsh, one of the top executives of the Hercules Powder Co. 
and a recognized authority in this field. My supervision is conducted 
through Lt. Gen. Thomas B. Larkin (retired ) former Assistant C hief 
of Staff G-4 of the Army. 

Based on the experts’ study and the use of about $47 million of 
United States fiscal year 1954 funds, final negotiations are now under 
way for a program which will, surprisingly, redouble Europe’s am- 
munition production capacity, which had already been doubled by the 
initial OSP contracts. 

This result, which exceeds the first expectations of the experts them- 
selves, is possible because of the severe imbalance of existing facilities, 
so that the bre: iking of bottlenecks with relatively small expenditures 
effects an enormous increase in capacity. A most important factor in 
this project is that it is based on an overall plan made possible by 
United States leadership, by financing jointly by the United States 
and the European countries, and by taking advantage of advanced 
United States engineering know-how. 

This results in more defense for each United States dollar spent 
than any other assistance program of which I know. 

However, this year’s program is not yet sufficient to bring the chem- 
ical production facilities into balance with Kurope’s metal-working 
capabilities. It is on this account that we are asking $20 million fur- 
ther for fiscal year 1955. If these funds are provided, we will base 
our action upon further engineering studies such as have already 
proved so successful this year. 

Our experts estimate that this new program will be sufficient to 
bring the chemical capabilities roughly into balance with the higher 
metal capacity which Europe has. If so, it will result in an overall 
fivefold increase in Europe’s ammunition production capacity from 
our OSP aid and this special program. 

Further, in any joint defense of Europe, this program constitutes 
a real United States economy factor. The ammo production capacity 
in the first 90 days after a war crisis is considered militarily the equiv- 
alent of ammunition on hand. Therefore, this program means more 
ammunition support without the present cost of producing and stor- 
ing the ammunition. 

‘We must also remember that the European troops using this ammu- 
nition will be standing, if war comes, to the right and to the left of 
the United States forces, which cannot fight if their flanks are 
exposed. 

If war is avoided for some years, ammunition becomes obsolete, 
Sclacaemen and must be replaced. But production ec: apac ity remains 

vailable on a standby basis for a far longer period. The greater the 
meeduitids capacity available for an emergency, the less ammunition 
needs to be bought and stored, and the less United States aid is re- 
quired for a given strength in European defense. 
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Any new facilities assistance projects undertaken in fiscal year 1955 
will be based upon the same considerations as were applied in develop- 
ment of the fiscal year 1954 program. These are as follows: 

A. Administration: Facilities assistance will be administered 
through Department of Defense facilities assistance contracts. (Ade- 
quate authority is contained in present and contemplated legislation 
for such assistance.) 

Actual obligation of funds will be preceded by thorough military 
and engineering surveys to determine: 

(a) Which individual projects are best located strategically ; 

(6) Which will yield maximum returns on minimum investment. 

2. Following the surveys and decision to proceed with a project, the 
services will be empowered to effect appropriate contracts. 

B. The United States contribution will be in the form of production 
equipment and technical know-how: Participating countries will fur- 
nish all of the land and buildings, and certain of the equipment, ma- 
terials, and services required, and will take whatever measures are 
necessary to accomplish the increase in production facilities envisaged 
in the program. 

C. Prerequisite conditions: Our agreements with the participating 
countries for United States facilities assistance will be predicated 
upon: 

Equitable financial contributions by our NATO partners; 

2. Commitments by them : 

(a) Not to discriminate in the sale of products or services against 
any North Atlantic Treaty country in terms of prices charged, the 
quality made available, delivery dates, or in any other manner. 

(5) To maintain in usable condition, in addition to the new facili- 
ties provided through United States assistance, not less than an aggre- 
gate capacity equal to that now existing. 

(c) Not to use the facilities or equipment for purposes other than 
originally intended without the consent of the United States. 

Let me say that in this Facilities Assistance Program I, personally, 
had nothing to do with starting it, and claim no credit for it. Further, 
at first I was skeptical about it, but after the execution of it was put 
under my general supervision for the Secretary of Defense, and I 
studied it further, I became thoroughly convinced of its merit for the 
reasons I have expl: ained. 

Every once in a while I feel that something the Government does 
turns out right, and this is one of those cases, and I think we have 
others to present to you. 

Mr. Vorys. Good. 

Mr. Vooruers. That is all I had on that subject. I don’t know 
whether you want questions on that before we proceed to anything 
else, or go on. 

Mr. Vorys. Briefly sketch in the mutual-weapons program and 
then I am sure the committee will have some questions. 

Mr. Voorures. The other novel program has heretofore been des- 
ignated as that of mutual special weapons, but in the future will be 
more accurately described as the development of weapons of advanced 
design. While this, of course, specifically excludes nuclear weapons, 


there are highly promising developments in other categories in no 
way related to atomic energy. 
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$50 million was appropriated this year for this program. Of this, 
we estimate that not more than $27 million will be obligated this year, 
and the present request is, therefore, for $27 million of new money 
and a reappr ‘opr iation of the balance, to bring the funds available for 
next year to $50 million. I believe that this sum can be employed with 
great effectiveness. This opinion is based upon Assistant Secretary 
Quarles’ estimate. 

In the original concept last year, a very much larger sum of $250 
million had been requested in the expectation of substantial purchases 
of finished weapons. The reduction to $50 million necessitated an 
alteration in the nature of the program which I believe, in retrospect, 
was a constructive change. These restricted funds have not 
used to purchase combat quantities of new weapons, but are being 
employed for the development and demonstration of what our 
scientists have reason to hope will include valuable weapons of the 
future for the defense of Europe. 

The program is a mutual one, and has two aspects, the European 
and the American. Responsibility for the development aspects, 
which have been predominant, was assumed by Mr. Donald A. 
Quarles, Assistant Secretary of Defense for Research and Develop- 
ment, who, as you know, was the former president of Bell 
Laboratories. 

At his request, I have taken responsibility for the negotiations in 
Europe, which have been carried on by a team of United States ex- 
perts, headed by my deputy in Paris, Maj. Gen. Ward H. Maris. 
General Maris, until his recent retirement, had directed the United 
States Army’s research and development program. I may say that 
I had persuaded General Maris to return as a civilian to be my deputy 
in Paris. Then I lost a deputy in a good cause, for Mr. Quarles was 
willing to take responsibility for this program if I made General 
Maris available to head the team in Europe. We made this deal, 
and I think it has turned out well. 

Eminent scientists inform me that, although it is axiomatic that 
the United States excels in production techniques, yet in inventive 
capacity European scientists are not overshadowed by the United 
States. However, European defense funds to support promising 
developments in military items are limited. Further, such develop- 
ments have been conducted by each nation for its own needs rather 
than under any integrated plan for Western European defense as 
a whole. 

Fortified with the powerful leverage of the $50 million available 
from the appropriation, by use of which promising developments 
could be accelerated, our team of research and development special- 
ists from the Army, Navy, and Air Force, headed by General Maris, 
was able, on visits to the different countries, to obtain the utmost 
cooperation and full explanation of developments which these coun- 
tries have in process which might strengthen NATO defense. From 
these, there were selected the ones for which it was felt that United 
States assistance would be justified. 

The group then reported in writing, and in person, to Mr. Quarles 
in Washington, and the recommendations were screened by the three 
military departments. Let me say that Mr. Quarles is available-and 
ready to come here, should you wish a more adequate scientific ex- 
planation than I can give. He is going to leave for Europe next 
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Tuesday or Wednesday to be gone about 10 days. He is available 
today should you wish. But I am not sure that you will want to go 
into the highly scientific end of things, so I have tried to translate 
some matters into laymen’s terms, about which I can speak in executive 
session. 

Mr. Vorys. I bet you know about as much as our committee can 
absorb; if we exhaust your scientific capacity, we will feel free to 
call Secretary Quarles. 

Mr. Voornerrs. That is the highest estimate of my scientific know]- 
edge that has ever been made. I appreciate it. 

Mr. Vorys. I assume the items, the discussion of them, should be de- 
ferred to executive session ? 

Mr. Voorners. Yes. However, I think the public should know in 
general the facts of this, beeause it is the United States taxpayers’ 
money which is going into it. 

Thirty-six projects, constituting the bulk of the originally recom- 
mended program, were submitted to the President and approved by 
him, as the act requires. I am informed that the President generously 
commended the work of the team. I can say that, since I had nothing 
to do myself with the work of the team. 

Negotiations are now underway with the respective governments 
as to these projects, providing for United States assistance to speed 
them up, and assuring that successful developments resulting will be 
available, subject to adequate security protection, for NATO defense. 
Such defense is the reason and the purpose for the United States aid, 
but as a byproduct of our assistance, we expect to receive the right to 
use of the developments also for United States defense purposes, 
should this prove desirable. 

Under the existing program, we restricted assistance to projects in 
which the development of the new military items in question were well 
advanced. 

The United States cost of the above program approved so far is 
about $22 million. 

The expenditure of this sum is subject to the success of pending 
negotiations with these countries. There is another $1,250,000 which 
must be added for instruments, laboratory equipment, and special 
materials not available in Europe, which are necessary for adequate 
testing of the developments. 

Secretary Quarles has arranged that the Research and Development 
Divisions of our three military departments will, with the assistance 
of the mutual special Weapons team now set up in Paris, monitor the 
progress of the projects. The team in Paris under General Maris 
is also screening further European developments of promise. 

The second part—th: it is, the American part—of this program in- 
cludes a screening of developments of our own Armed Forces which 
might be useful for NATO defense. This includes items which are 
not standardized in the United States forces, but which might have 
utility for NATO. Here we must remember that NATO’s needs may 
be different from those of our own Armed Forces, both because of the 
nature of the NATO mission and the fact that it is geographically lo- 
calized; also, because the limited funds available from the aggregate 
of Europe’s budgets, plus United States military assistance, make it 
imperative that less expensive weapons be found so that the defense 
effort does not break down through too heavy costs. 
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The mutual special weapons funds are not being employed for fur- 
ther research and development in our Armed Forces, as this would 
tend to duplicate funds already appropriated in the Defense De- 
partment budget for such purposes. 

As to use of United States developments for NATO, security con- 
siderations are, of course, prominently in mind. United States in 
terests are protected by the fact that under the present law the Presi- 
dent, himself, must give approval to such use. 

All of the above work is being done with the closest coordination 
with General Gruenther and the appropriate members of his staff. 

One of the most interesting aspects of this program is that, of 
roughly $15 billion appropriated for military aid to Western Europe 
(I believe I gave the deete as $14.5 billion before, but that excluded 
the infrastructure, and with that the total adds up roughly to the 
$15 billion), this $22 million program approved by the President for 
the special weapons projects represents the first moneys which we are 
spending to aid the Europeans in accelerating the development of 
better weapons for their own defense. This is less than one-sixth of 
1 percent of our total aid. 

While admitting my lack of expert knowledge, I consider this a most 
promising program and one that deserves support and expansion. It 
should not be used to provide for mass purchases. But it should be 
broadened to permit, in appropriate cases, financing of promising 
projects, even though they may not have reached an advanced stage of 
development. T his program has the great advantage of true mutuality 
between the United States and Europe. 

May I now summarize the OSP program for end items for Europ re ? 
This program was started 2 years ago with contracts of about $600 
milion = Europe. Last year the figure was roughly $1,600,000,000. 
This year, the amounts for Europe which will ultim: itely be purchased 
with ‘funds appropriated for fiscal year 1954 will be about half of 
last year. While my personal responsibilities are limited to prt a 
let me say that the OSP program with this year’s funds for all are: 
other than Europe will not exceed $125 million. 

If Congress appropriates the very much smaller funds recommended 
by the President for military assistance for fiscal year 1955, offshore 
procurement on a worldwide basis will be less than half of this year’s. 

It is obvious from the rapid tapering off of these figures that the 
size of the programs now in contemplation is too small to have any 
significant effect upon the economy of the United States. 

Under our present policies, we are only using funds for OSP when 
we can secure thereby a stronger defense for fewer United States 
dollars. The primary purpose is, of course, to purchase at reasonable 
prices urgently needed equipment and ammunition. The other domi- 
nant military purpose is to establish and maintain a production base 
so that Europe can continue to produce its own military equipment and 
supplies so that it will not be continuingly dependent upon the United 
States, and so that it will be able to support its forces if war should 
come. 

While these are the overriding military purposes, a very important 
economic byproduct of the program is the strengthening of the dollar 
position of the European nations. ‘The OSP program has been one of 
the principal factors in reducing the need for economic grant aid to 
the European nations. 
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I should like now to discuss the subject of price policies for OSP. 

First, let me state the policy which we are now following as to 
fiscal year 1954 procurement. The procurement situation is now ver) 
— ‘ent. from that of a year ago. This is because the contracts lasi 
year and the year before involved starting production on a large 
set ale i in items, many of which had not been aaa in Europe before. 
On the other hand, with this year’s funds we are to a large degree 
placing further contracts for the items already under production. 
This makes it reasonable to expect substantial reductions in prices. 

Bearing this in mind and also taking into account United States 
prices where the items are comparable, our price policy has two prin- 
cipal features : 

(1) Where the factors above described have lowered costs as com 
pared with last year, we insist upon reasonable reductions from pre 
Vv - European prices. 

2) Where there are comparable United States items, we are as a 
general policy purchasing in Europe only if the European yrice is 
within the United States commercial price plus the cost of fale 
from the United States to Europe. 

Of course, as to proprietary items produced in Europe, such, for 
example, as Hawker-Hunter planes or Centurion tanks, there are no 
really comparable United States items. Also the comparison with 
United States prices presents difficulty in the field of ammunition pro- 
curement since, as I have previously testified, United States ammuni- 
tion production is to a considerable extent carried on in Government 
owned plants, and the prices accordingly do not represent a reasonable 
commercial industrial price which would furnish a dependable guide 
for our procurement in Europe. We are, however, using these United 
States prices for what they are worth in calculating a fair European 
price. 

Recent information reaching me has been very encouraging as to 
the extent of reductions obtainable in European prices as compared 
with last year, and I believe that it will be sennibla to place the con- 
tracts which we desire at very satisfactory and reasonable prices. 

Commenting now upon some of the principal items, the following 
roughly summarizes the price situation as I see it: 

As to small arms and ammunition, European prices are below United 
States prices. As to certain of the principal rounds of ammunition 
of a heavy artillery type produced for weapons which the United 
States is furnishing to Europe, the European cost, involving getting 
production started somewhat exceeded United States costs. ut, as 
stated, these European prices are now being substantially reduced. 

As to vessels, the European cost on an average runs only 50 percent 
to 60 percent of United States cost, although it must be borne in mind 
that the vessels are not strictly comparable even though they perform 
in Europe the same function as United States produced vessels. 

As to tanks, the cost of the Centurion tank is substantially less than 
the United States cost for a standard medium tank, but the items are 
not strictly comparable. 

The same general situation prevails as to planes. It is manifestly 
impossible to make any close comparison between a Hawker-Hunter 
plane and a United States plane performing a somewhat similar func- 
tion, as each plane has differing characteristics. 
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In the field of electronics, European prices in general are substan- 
tially lower than those in the United States. 

While in general, therefore, the price picture is a favorable one for 
procurement in Europe, we must bear in mind that price considerations 
should not be dominant. By far the most important factor is the es- 
tablishment and maintenance of the production base so that the OSP 
program can be utilized to assist the Europeans in obtaining know- 
low, in creating and modernizing facilities, and, generally speaking, 
in being ready and able to produce these items for themselves. This 
represents long-range economy for the United States because it is 
only in this way that the United States military aid can be reduced 
and finally terminated without resulting in serious impairment in 
European defense. 

This establishment of Europe’s capacity to produce modern mzni- 
tions is of great importance in the cold war, but is absolutely vital 
should a hot war occur. Under the former conditions, for example, 
the production of the item in Europe means that facilities will exist 
there to make the spare parts, and that production capacity will exist 
from which European nations can, with their own currencies, make 
later purchases from their own budgets. In our efforts, therefore, 
io obtain the utmost strength of Europe’s defense on a realistic basis 
for each United States dollar spent, we cannot merely look at United 
States and European prices, but must take into account these other 
important and military considerations for the sustained strengthen- 
ing of Europe. 

Mr. Vorys. Now, if you will give us a summary before we start 
on our round of questions. 


You may proceed as you see fit. 

Mr. Voorrers. Both of the special programs I have described, the 
ammunition facilities and that for special weapons, point, I hope, 
the direction our future military aid to Europe may take, a road which 
will highlight the mutuality of the effort, the long-range strengthening 


of Europe's capacity to defend itself, and stimulation of ultramodern 
weapons. That is, In summary, programs to which both Europe and 
the United States contribute jointly and which look forward to the 
future of realistic defense at costs which the European economies can 
bear, as contrasted with, and as a substitute for, long-continued aid in 
United States military end items. 

Mr. Jupp. What was OSP figure for 1954? I didn’t get it down. 
How many hundred million dollars? 

Mr. Voorners. Last year it was $1,600 million and this year $800 
million for Europe and about $125 million for other areas. That is a 
rough estimate and there may be changes in that. 

Mr. Vorys. May I say in the new open book, you will find the off- 
shore procurement statement figures, on pages 26, 27, 28, and 29. 

Mr. Jupp. Volume I. 

Mr. Vorys. Yes, volume I. There is some additional material in 
the other books, but I think for our purposes right now, that this 
material will be sufficient. 

Thank you, Mr. Voorhees, for a very comprehensive and informa- 
tive statement. 

We will now have questions, such questions and answers as we can 
handle in an open session, and then when we finish with that, we will 
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go into executive session to take up some phases of this that are 
better discussed in executive session. 

Mr. Judd. 

Mr. Jupp. I pass. 

Mr. Vorys. Mr. Fulton. 

Mr. Furron. I am interested in offshore procurement because | 
represent Pittsburgh and part of western Pennsylvania. 

We, in our area, are interested in seeing that Europe is economically 
strong, but very definitely against financing our own competition. 
At some point, the security of ‘the United States is outweighed by the 
competitive factor, particularly our taxpayers’ funds are used to sub- 
sidize factories of socialistic governments in Europe. 

We are interested in seeing that the he: vy industries and the fabri- 
cating industries of the free world are operated by private individuals 
who finance themselves, rather than by government subsidies. 

Now, could you tell me whether or not this offshore procurement 
program that you are setting up in Europe is aiming toward the 
private-industry operation of “these basic manufacturing facilities, as 
against socialization ? 

My point is this: If our taxpayers finance socialized industry—are 
we not then forcing the same thing in our own country / 

Mr. Voorners. Let me take the socialization first, if I may. 

It seems to me what we are doing here is stimulating private in- 
dustry, rather than otherwise. However, I do want to say that a very 
large part of these programs now—perhaps roughly half or more— 
consists of ammunition, and even here in the United States, we, for 
obvious reasons, have Government-subsidized ammunition production. 
We have our Government loading plants and various chemical plants, 
as you know, for our ammunition production ; it isn’t a profitable thing 
for private industry to go into because it has to be kept on a standby 
bs asis. 

Mr. Fuxirox. You do not imply that the whole arms industry in the 
United States is socialized or subsidized by the United States Govern- 
ment? 

Mr. Voornees. No, I am talking about where we have very large 
Government-owned ammunition plants. As the chairman and some 
members of this committee may recall, we turned the production of 
these plants into making nitrogen fertilizer for some of these nations 
we were trying to feed a few years ago after the war. 

Government ownership is necessary where we are keeping plants on 
a standby basis. It isn’t practical or desirable to have those all under 
private ownership. 

We are, therefore, attempting in Europe to build up a standby basis 
for production should war occur, which is greater than the practical 
peacetime day-to-day needs. 

On the other hand, through the offshore procurement program these 
people have been receiving contracts which stimulate their own pro- 
duction and own facilities because offshore procurement contracts have 
been of a sufficiently continuing nature that they felt justified—some- 
times with some Government assistance, it is true—in setting up more 
effective manufacturing plants. 

Mr. Fuuren. Do you have a screening factor in your decisions on 
offshore procurement where you first screen on the question of whether 
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such procurement could be obtained from United States factories in 
areas which are called depressed areas, where the unemployment and 
layoffs are up over 5 percent of the total employable force? 

‘Mr. Voorners. I would like to take that up according to the time 
element, if I may. 

Mr. Funron. Just answer yes or no. Do you have such a screening 
process ? 

Mr. Voorners. We are doing such screening. I shall be glad to 
explain it further, if you wish. 

Mr. Furron. Yes. 

Mr. Voorners. Let me say I had nothing to do with the direction of 
this program until last July. Prior to that time, which h: appened to 
coincide approximately with the Korean armistice, we were in a very 
different situation from what we are now. That is the United States 
ammunition capacity was entirely being used in the war we were fight- 
ing out in Korea. 

Further, the end item equipment to a very considerable extent, in- 
cluding ammunition, which we had bought or contracted for under 
this military assistance program for Europe, had to be diverted to 
Korea to enable our people to fight there. 

Mr. Furron. Our United States plants were then operating at full 

capacity ? 

Mr. Voornees. That is right. 

Mr. Futron. And now the ammunition plants are operating at less 
than full capacity ? 

Mr. Vooruers. That is right. 

Mr. Futron. Will you give us the correlation between the operation 
of the United States plants at this time, vis-a-vis Kurope’s plants and 
also comment on the amount of average backlog we have in our op- 
erating plants, as against the backlog in the European plants. 

Mr. Vooruers. I don’t know that I can answer that specifically but 
I think I can give you the essential elements of it. 

Obviously after the armistice in Korea, a different situation was pre- 
sented. One of the basic policies that I considered that I was sup- 
posed to look into, was the justification for purchasing in Europe, as 
compared to purchasing here. 

Now, I do not think—and I emphasize the ammunition because it is 
the largest single item in the program and constitutes such a very large 
element of it—that the placing of that business back here would affect 
employment at any early date, and I don’t think it would affect private 
industry. I may say why. 

Mr. Fcrron. Could I comment on the figures then. As of the pres- 
ent date you have not committed any of the 1954 funds, and by the end 
of the fiscal year June 30, 1954, you intend to have used or obligated, 
$800 million in Europe, and $125 million in other areas. You obvi- 
ously intend to obligate and contract for $925 million worth of offshore 
procurement within the next 90 days, actually by 75 days, and I 
think you would agree that orders of this amount would be a shot in 
the arm to every industrial city in our country. 

Mr. Voorners. With great respect may I explain what I have in 
mind. In trying to study this, I got the best production people that 
we had in the Army—I have spoken of Lieutenant General Larkin, 
retired, who until recently was G—4+ of the Army. I also got Maj. 
Gen. Carter Magruder, who has just been promoted to be lieutenant 
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general and is now chief of staff of our forces in the Far East. He was 
before that Deputy G-4 of the Army. I borrowed them both to go 
over there and among other things make sure that we were doing the 
right thing in purchasing these items in Europe. Let me say first 
that negotiations for the contracts have been proceeding for 3 or 4 
months, and they are closing them up day by day, now. But the rea- 
son for placing them in Europe is that we had established by this big 
offshore proc urement program last year and the year before which I 
mentioned, a production base over there, and the maintenance of that 
production base through additional contracts, by keeping “hot lines” 
of production going, takes the place of a substantial amount of am- 
munition on hand, and it is the only way that we can equip Europe to 
defend itself. 

There is an explanation of that in the statement which I made, 
Mr. Fulton, before you came in, and I would be glad to explain it 
further, but that is the reason why we did it. 

Now, as to the situation affecting employment here: With the cut- 
back in our funds, the experts in this field tell me—and I have gone 
back to G-4 and the Army on this, because it is primarily their 
responsibility—— 

Mr. Fuxrron. I hesitate to take too much time on it. 

Mr. Vooruers. I am sorry, but I wanted to answer fully since you 
raised the question, sir. 

Mr. Vorys. Go ahead. 

Mr. Voorners. The logical thing they are doing is to preserve the 
production lines as long as they can here. In other words, they are 
putting out the minimum amount from the production lines here 
to preserve a hot production line as long as possible. They are doing 
exactly the same thing here that they advised me to do there. 

Mr. Furron. That is not very popular with me. You say they are 
preserving a minimum line here to preserve a hot production line 
in Europe? 

Mr. Voorners. May I say we are doing the same thing in Europe. 
We are trying to maintain the production lines at the minimum 
there. 

Now, sir, if you shifted the ammunition production back here to 
the United States, what you would do would merely be to add this 
amount of contracts on to the end of the production line, which might 
be 2 years or 3 years or whatever it is from now. It wouldn’t ‘af- 
fect employment at the present time. 

And I would like to say this further if you will permit me, sir—— 

Mr. Fuuron. I would like to disagree with you on that. 

Mr. Vorys. Let’s have his answer now. We have quite a table 
full of people who want to ask questions. 

Mr. Vooruees. I am not trying to argue the matter, I am trying to 
give you, as objectively as I can, the reasons on account of which we 
made these decisions. These were that we could get a value in de- 
fense of Europe through spending the money over there that we 
couldn’t get by spending it here; and we also had in mind that in this 
way we were not affecting adversely employment here. And we also 
remembered this—although Mr. Rand, of FOA, can speak better 
than I on this subject—that as soon as we get above the minimum 
required dollar position of these foreign countries, these dollars be- 
come homing pigeons; that they come right back; that what it means 
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is, if Europe owns those dollars, it spends the dollars in civilian 
business in the United States. Instead of our producing ammuni- 
tion, for example, in our United States ordnance plants, we get this 
civilian business, and it seems to me that that is just as good for em- 
ployment and that it is far sounder for our military program. 

Now, if we don’t give aid in this way by enabling these people 
to defend themselves, what it means is that we are going to have to 
support these people’s defense efforts indefinitely. The only way 
they can defend themselves is for us to assist in a joint effort with 
them to enable them to make these things themselves. 

It is harder often to teach a child to walk than it is to carry the 
child, but if you keep carrying the child, the child keeps getting 
heavier and you get awfully tired later, and it is a pretty expensive 
process. 

Mr. Fuuron. May I comment? 

Mr. Vorys. We will need to get on to the questions of other 
members. 

Mr. Jackson—— 

Mr. Jackson. Thank you, Mr. Chairman. I am sorry I missed 
the opening part of your presentation. I apologize for it. It is 
extremely interesting and well presented in the prepared statement. 

My question on offshore procurement has to do largely with the 
matter of ships. I am not an authority on ships but we do have a 
number of shipyards on the west coast, which are, I think, in a very 
low state of production at the present time. What is more important 
is that there is a dissipation of the labor force. The labor force is 
leaving shipbuilding for other fields of endeavor. 

Do you know, sir, how much is contemplated to be spent out of this 
appropriation for offshore procurement of ships ? 

Mr. Vooruers. I can give you the approximate figure. There has 
been a change in the past 2 weeks that I want to give you first and 
then I will get the figure. 

The Navy conducts this program and conducts it very ably and we 
proceed primarily upon the advice of the Bureau of Ships and the 
Chief of Naval Operations. 

In order to establish the know-how to manufacture or produce cer- 
tain types of small vessels in Europe, the Navy included these ships 
in the offshore procurement program. Now, the Navy itself has a 
very substantial United States program in the larger ships. I mean 
those built in the shipyards as distinguished from the boatyards. I 
think perhaps what you are largely speaking about is the smaller 
vessels, which are the principal ones that we are buying in Europe, 
and most of those are wooden ships because of the magnetic mines. 
We have to have ships which are—I believe the correct word is that 
they have a favorable “magnetic signature” and that means the mag- 
netic mine doesn’t go off and sink the ship. 

In the first place—while I was in Europe before I came back here— 
there was a presentation by the boat builders, themselves, and the 
Navy studied that and we studied it after I came back. Then Mr. 
Kyes took this up personally, and he decided to bring back and pro- 
duce here about $27 million worth of these ships which we had planned 
to build in Europe. For this decision he had these justifications : 
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In the first place, we could start building the ships immediately, 
and therefore could relieve unemployment here, particularly as the 
Navy did not have an adequate program itself for these small vessels 
to keep the boatyards busy. 

In the next plac e, we had the fact that the United States has a 
standard product in this type of ship, a coastal minesweeper, which 
is the most advanced ship of this kind that exists. We are already 
building about 100 of these in United States boatyards. While we 
could teach the Europeans to make something more or less like this 
vessel, the fact that we had a standard product here justified the de- 
cision militarily. 

The change was therefore justified both on military and economic 
grounds, although the cost of building these ships in the United 
States is almost double the cost of building them in Europe. 

Under the revised program, the Navy’s offshore procurement in 
Europe in regard to ships, during fiscal year 1954, is about $45 million, 
of which roughly one-half is for purchase of new vessels and the bal- 
ance for modernization of existing European-built ships. 

The new ship construction consists of two destroyer escorts which 
for special military reasons the Navy desires to purchase in Italy. 
The balance consists of inshore minesweeper Sane vessels of a type 
produced only in Europe—and one net tender. There is a great ad- 
vantage in such purchases in what the Navy designates as the user- 
builder principle. Under this, where practicable, the nation for 
which the ship is intended will build it. The European cost for these 
vessels is roughly 50 percent to 60 percent of the cost of building them 
in the United States. 

Mr. Jackson. Mr. Chairman, I realize my time has expired. How- 
ever, I was asked to request that sometime soon Congressman John J. 
Allen, of the Merchant Marine and Fisheries Committee, could ap- 
pear on this matter of ships. 

Mr. Vorys. I am sure we will be able to arrange that. 

Mr. Hays. 

Mr. Hays. No questions. 

Mr. Vorys. Mr. LeCompte. 

Mr. LeCompte. How much time do each of us have? 

Mr. Vorys. We are trying to proceed on the 5-minute rule. 

Mr. LeComprr. Is that the way you did it with Mr. Fulton? 

Mr. Vorys. Well, that did get out of hand somewhat. 

Mr. LeCompte. I wanted to yield to him, or I want to proceed with 
the same type of questions he asked. 

Did you say that things produced in Europe would not affect. em- 
ployment in the United States? 

Mr. Vooruees. I was speaking about ammunition. The reason is, 
we need to use the funds that we have to keep our hot production lines 
going as long as possible. If, therefore, we had additional funds 
from the militar y assistance program to use to buy here, we wouldn't 
speed up, we wouldn’t turn out more shells per day. 

Mr. LeCompre. Now, why wouldn’t we? Wouldn’t you produce 
some out in Iowa and places where they are not producing them ? 

Mr. Voornees. No, sir. I am not an expert. I will bring you the 
experts, if you want, but this is what they tell me. 

Mr. LeComrere. Well, more plants would be put into production. 
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Mr. Voornees. No, sir. May I — why, sir: We are proceed- 
ing now under policies, a policy of what the military call the “Float- 
ing D-Day”; that is, that we have to be prepared for a long period of 
strength, rather than to get ready for a certain most dangerous year. 
That has been the decision of the administration, that has been the 
decision of our military leaders, and that is what we are trying to do. 

Therefore, we are trying to use the Defense Department’s own 
funds, which are smaller than they were before, to keep the produc- 
tion lines which have been selected going as long as possible. 

Now, if we brought back a certain amount of this ammunition busi- 
ness from Europe we would add that to the end of the production 
line and perhaps 2 or 3 years from now, that line would be running, 
perhaps, when it otherwise would stop. But this would not affect 
employment at the present time. 

Mr. LeCompte. I will accept that answer and if I have more time 
left I will yield it to Mr. Fulton for an answer to the question that 
he was just about to get an answer to. 

Mr. Voorneers. If there is not time I will be happy to meet with 
both of you gentlemen afterward and give any explanation I can. 

Mr. LeCompre. I understand it is the chairman who is running 
the time. 

Mr. Vorys. Let’s proceed here in order. All I want to do is give 
everybody here a chance. The Chair will rule that we are going to 
give other members of the committee a chance to ask questions and 
then we will proceed around again. 

Mr. Futron. On that point, the gentleman has yielded for a com- 
ment. Mr. Chairman, he has y ielded to me for one comment. 

Mr. Vorys. We will apply the same rule 

Mr. Furron. It is on his time. 

Mr. LeCompte. It is on his time. 

Mr. Vorys. If you have no further questions we will give other 
members a chance to ask questions. 

Mr. Fuuton. He has yielded for a comment on this point. 

Mr. Vorys. Mr. Adair 

Mr. Anpatr. Mr. Voorhees, I should like to address our thoughts 
momentarily to this $50 million for mutual special weapons which 
now, I think you pointed out, has a new name. 

In your remarks you recalled that that item in last year’s bill 
had originally been proposed at $250 million, and then was, by act of 
Congress, reduced to $50 million. 

In your opinion, having worked in this over the past 6 months, 
has the program been suce essful at the $50-million figure ? 

Mr. Vooruees. Yes, sir. It is an entirely different kind of pro- 
gram, I think. Instead of trying to buy large quantities of produc- 
tion items to equip these nations with weapons, we have used these 
limited funds to aid in the development of weapons and are buying 
a few preproduction types for testing and for demonstration. 

In other words, we have tailored the program to the smaller amount 
of money; that is, Mr. Quarles has done so. I have merely assisted 
in carrying out his decisions as far as I could. I think the larger 
quantities ought to be bought as part of the regular military-assist- 
ance program, on OSP, or otherwise, and I think this change to use 
these special funds for new developments has been a good thing. 
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Mr. Aparr. Having in mind, then, that the broad, overall concept 
is one of mutual defense, you feel that we are moving in that direction, 
with a $50-million figure? 

Mr. Voorners. Yes, sir; I wouldn’t ask for any more than that. 

Mr. Aparr. You have stated that in the coming year’s program 
what is being requested is merely a replacement of the amount ex- 
pended so as to build the fund up to last year’s figure of $50 million? 

Mr. Vooruegs. Yes, sir. 

Mr. Apvair. In other words, you anticipate you will have spent about 
£27 million ¢ 

Mr. Voornees. I would say that we would have obligated this 
amount. 

Mr. Aparr. And you wish the balance reappropriated and the addi- 
tional amount 

Mr. Vooruers. That is Mr. Quarles’ estimate. 

Mr. Apatr. Has that concept been projected into the future? In 
other words, for 2 years successively, the amount of $50 million has 
been appropriated or proposed. Would this committee, then, reason- 
ably anticipate that it might be called upon to recommend $50 million 
in succeeding years? Is that setting a pattern? 

Mr. Voorners. Not atall,sir. Let me say that I was, unfortunately, 
born without the gift of prophesy, but I think in this field nobody 
has the gift of prophesy. We are dealing here with a very promising 
group of developments. Yet no one can tell exactly how they will 
work out or how militarily practical they will prove to be. 

Let me say, also, that we are not going into research. We are 
only taking new items that are past the stage of research. 

Mr. Apatr. You pointed that out, I think, in your statement. 

Mr. Voornees. But it is awfully hard to tell how much you can 
profitably use. Now, Mr. Quarles is a provident man. He isn’t 
seeking large amounts of money. He felt he could use that amount. 
I can’t state in a public hearing more details as to the reasons for 
that figure. I can perhaps give that to you later if you wish, although 
in any field like this it is quite difficult to predict because as you 
can see it depends upon new ideas and developments and a thing 
might look very bright now and look very sour 6 months from now, 
or vice versa. 

Mr. Apatr. Then, finally, along that line, if this were not included 
in the bill as a separate item, would it be your understanding that 
you could not take funds otherwise included in the bill for the pur- 
pose of developing the mutual special weapons program ? 

Mr. Voorners. Although I am a lawyer, I am not an expert on this 
bill. Yet I don’t think we can use the other funds for this purpose. 
But I except the provision that is in the bill under which the Presi- 
dent has the right, I believe, to shift the use of funds up to a certain 
percentage. I understand it is 10 percent which he can shift from 
one purpose to another. 

The reason the special-weapons request is in the bill is this: If you 
give us money for regular military assistance we ought, in good 
conscience, to buy with that items of proven, known value. So we 
are asking here for money to spend on things that are not proven 
but that we hope will prove out. Therefore we wouldn’t expect 
to be shifting or to ask the President to make a shift from other parts 
of the bill to this, unless something wholly unforeseen should occur. 
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Mr. Vorys. Mr. Prouty. 

Mr. Provuty. I have no questions to ask until the committee goes 
into executive session. 

Mr. Vorys. Dr. Judd. 

Mr. Jupp. My district has suffered the same as all other districts, 
by the cutting down of production of munitions, not because of what 
is being done in Europe, but because of the end of the war in Korea. 
I told my people fran cly that I didn’t think we could justify taking 
the taxpayers money to produce ammunition we don’t need, any 
more than I can justify taking taxpayers’ money to produce butter 
that we don’t need. Some people from rural districts are in favor 
of that. 

Mr. Vooruers. We are getting now to both guns and butter, aren’t 
wet 

Mr. Jupp. That is right, but there is no excuse for any of this taxa- 
tion for our own or other people’s defense unless our country is 
threatened ; and if our country is threatened the thing to do is get the 
maximum defense for the minimum amount of money, wherever that 
maximum defense can be obtained. I think we have to explain this 
cutback because of foreign production just as we do the cutdown in 
domestic production. 

Our job is to get the most amount of ammunition and military sup- 
plies and defense for our expenditures, and for our own security, and 
I find that most people are reasonable and accept it quite well. While 
it requires a tightening of the belt, they are willing to accept it and 
go along with it because they are grateful that we are not actually 
in active war. 

All during the European recovery program I had the same problem 
in my district. Mr. Fulton is from Pittsburgh and has steel while 
[ have flour-milling industries. My people lost a day of work per 
week in the flour-milling industries because we were shipping flour- 
making machinery to Belgium and other places— paid for with Amer- 
ican money—and then shipping wheat because it is cheaper to send 
it in bulk, than to ship flour, and less spoilage. So they were being 
taxed to furnish money to ship wheat and machinery to other coun- 
tries so those countries could make the flour and my people put them- 
selves out of work. It is a little difficult to explain that but I have 
explained that I was voting to cut down their work 1 day a week and 
increasing their taxes, because I thought that was essential to the 
saving of their sons. I don’t know why they vote for me, but I felt 
that was the right thing to do and I think that is what we have to do 
in this program. I commend you for your statement and the position 
you have presented. 

Mr. Voornees. Thank you. 

Mr. Vorys. We will turn again to Mr. Fulton. I want to say it 
is our hope to move into executive session promptly. We want to 
cover all the matters that need to be covered publicly. I would hope 
that in any further answering of questions to Mr. Fulton, if you 

can do it, you give us at least the order of magnitude of the am- 
munition and the other types of items that are in the program. 
I thought our program was to emphasize ammunition and spare 
parts, but it was found that the spare-parts production, separate 
from the actual equipment, didn’t work very well. If it is proper, 
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give us figures so we can have your comments on the placing of orders 
for items other than ammunition. It will be helpful to the com- 
mittee and to the public. 

Mr. Voorneres. To give an adequate answer to that I am afraid 
I would have to do it in executive session, but I can give you a round 
figure. 

Mr. Vorys. Just rough figures. 

Mr. Voorners. Out of $800 million, something over $400 million 
would be for ammunition. 

Mr. Vorys. Thank you. 

Now, Mr. Fulton—— 

Mr. Furron. I don’t want to presume on the committee’s time but 
as I seem to be the only one taking this rather firm position, it is a 
little hard to squeeze my questions into 5 minutes when the pro- 
ponent’s side has had so much time. I feel that it is important to 
develop the facts, and if the committee is willing, I would like to ask 
a few questions. 

Mr. Vows: Go ahead. 

Mr. Furron. Have you a defined policy as to what sort of project 
you will finance with the funds for special weapons? I was one of 
the people at the committee level who supported an amendment cut- 
ting it from $250 million to $150 million, and I helped with another 
amendment on the floor, cutting it down further. We finally reached 
the $50 million figure. 

Now you could, of course, spend the money first for a laboratory 
including equipment and facilities. Secondly, you could spend it for 
development work. Thirdly, you could spend it for materials that 
go into the experiments, and finally, you could spend it for royalties. 

I have heard rumors that some people might be going to receive— 
not that they already have—large royalties out of this fund for devel- 
oping ideas that are rather of the ethereal, or the cloudy type. 

What amount have you spent for royalties out of this $50 million 
that has been authorized on the special weapons program ? 

Mr. Voornfes. Nothing has been spent for royalties. Negotiations 
are now pending for the utilization of the $22 million that I men- 
tioned which has been specifically approved by the President. All of 
those are for programs or for items which are advanced in their 
design. 

Mr. Fuutron. How much do you intend to spend for royalties to 
particular individuals ? 

Mr. Voornrrs. No part of this, according to my understanding of 
the program, goes for royalties. 

Mr. Furron. With reference to the offshore procurement facilities 
that have been built, you say that the production of further ammuni- 
tion there does not interfere with employment conditions here, be- 
cause you indicated that such production would be put at the end of 
the production line and would not be manufactured until 2 to 3 years 
from now. In contradiction of that I call your attention to one setup 
in the Pittsburgh district where one line is being put in for ammuni- 
tion, with a contemplation of 3 to 6 other lines to be put in. This has 
not yet been completed. 

It seems to me that you are making a choice between keeping what 
you call hot production lines in Europe for the procurement of neces- 
sary ammunition and having 41,000 unemployed people in my city. 
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We are paying one billion and a quarter of a million dollars taxes a 
year and it is difficult to justify. It is not on the basis mentioned by 
Dr. Judd that we are manufacturing ammunition we don’t need—I 
hope that you aren’t going that far. Instead, the question is, If you 
say, that for the security of the free world we need so much ammu- 
nition, where will you manufacture it 

Now, I am not a high tariff man in the least and have always voted 
for the reciprocal trade program and even against the peril point 
provisions, so I want to see a good strong, free world. But, on the 
other hand, I certainly feel that there should be a screening of your 
program to protect the depressed labor areas of this country to see 
where the need is the greatest. I think that you also should have a 
screening to see what the backlog is. I understand that there are hot 
production lines in Europe with large backlogs even greater than we 
have generally in this country. 

Mr. Vorys. Now, let’s have the answer to the question. 

Mr. Furton. Those two screening things I think must be done. 

Mr. Vooruesrs. In the first place let me say the facilities assistance 
program doesn’t really enter into this at all, because there is more 
production capacity in Europe for ammunition now than we would 
have OSP money, plus Europe’s own budgets, to utilize. The pur- 
pose of the facilities assistance program is to create greater standby 
wartime productive capacity. What I am trying to deal with in 
answering your question, relates to offshore procurement money 
rather than facilities assistance money. 

Mr. Futron. May I comment on that? 

Mr. Vorys. We want to get on with this witness. 

Mr. Futon. Well, I am in opposition. 

Mr. Vorys. I know. 

Mr. Futrton. I would like to advert to the things- 

Mr. Provury. Mr. Chairman, couldn’t we ask some of these questions 
in executive session ? 

Mr. Furron. I think these ought to be public. 

Mr. Vorys. We would like to have the answer. 

Mr. Fuuron. “Negotiations are now under way for a program which 
will, surprisingly”—this is on page 5 of your statement—“redouble 
Europe’s ammunition production capacity.” 

Do you mean you don’t have anything to do with the redoubling of 
Europe’s ammunition production capacity, after you have already 
doubled it? 

Mr. Voorners. The facilities assistance program is for that purpose 
to bring it somewhat nearer to the wartime needs, so that when war 
should come, these people would be able to produce, themselves, shells 
to put in the guns that we are furnishing them. It isn’t to create fa- 
cilities to produce the ammunition now. We have enough facilities 
for that purpose. It is to create a mobilization base that is more ade- 
quate so that they could defend themselves and not be dependent upon 
us. 

Mr. Jupp. Mr. Chairman, if I may interrupt. Mr. Voorhees said in 
his statement it is to double the European production capacity and not 
the production. 

Mr. Vooruees. It doesn’t increase the production at all. We don’t 
increase the production. It is to increase the capacity to produce 
should war occur. 
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Mr. Jupp. And it isn’t capacity that is needed in Pittsburgh, it is pro- 
duction, and we are not increasing the production in either place. 

Is that right? 

Mr. Vooruers. That is correct, in the facilities assistance program. 

On the question of the screening of the ammunition which we are 
buying over there, as compared with the situation here, what we are 
buying over there are the things which are necessary to enable Europe 
to be prepared to produce, itself. I don’t think that a shift of that 
to the United States would change the employment situation here, but 
I will be glad to restudy that, or have it restudied by experts a good 
deal better than I, and see what the effect would be and bring the re- 
port to you personally, and to your constituents, if you so desire. 

I would be very glad to do that. I can see the situation here. This 
is United States taxpayers’ money and these things ought to be con- 
sidered. I want to say we have those considerations in our minds. 
But the money is given to us for a military purpose, to try to strengthen 
the defense of Europe as much as possible with the smallest amount 
of dollars we can spend; that is the dominant purpose that it was given 
to us for, and that is what we are trying to carry out, sir. 

Mr. Vorys. Now, the other part of the question as to consideration 
of depressed areas in this country in the placing of contracts other than 
for ammunition. Will you answer that? 

Mr. Voorners. The rest of the program is already in an advanced 
stage of being placed under contract. I cannot state in public what 
those items are and the reasons why we are buying them over there. | 
‘an do it privately if you wish to go into it, or I have a very detailed 
statement which my staff prepared here, which I can give you in writ- 
ing as to the reasons—as to each item—that we are buying it over there 
instead of over here. 

Mr. Vorys. We will take that up in executive session. 

Mr. Jackson. Mr. Chairman—— 

Mr. Vorys. Mr. Jackson—— 

Mr. Jackson. I am in the situation described by Dr. Judd. I rec- 
ognize the necessity of offshore procurement. I realize in many in- 
stances it is the logical thing to do. However, this comes as close to 
the grassroots on a committee like this, as anything that is apt to be 
brought up. 

I spend about 2 hours in every visit to my district explaining to a 
sewing machine manufacturer why he is having to lay off people 
month after month after month. We are all confronted with that 
problem. 

Mr. Vorys. Could you let me interrupt? I don’t know anybody 
around the table who doesn’t have exactly the same problem. 

Mr. Jackson. That is exactly the same problem. 

Mr. Vorys. It is not unique. 

Mr. Furron. There is nothing wrong with it. It is a real problem. 

Mr. Jackson. I don’t want to labor that too much but I think this 
falls into a slightly different category because in the event of hostili- 
ties in Europe, I think either by action of war, or by sabotage, the 
life expectancy of all of the facilities is going to be very short. 

I look at this largely from the standpoint of the national defense 
of this country and the maintenance of a strong American merchant 
marine under the United States flag. 
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Now, the Navy, with all due deference to it—lI served in the Navy 
and so I have a sympathy for it—is sometimes, it seems to me, very 
shortsighted with reference to the United States merchant marine. I 
hope that this particular aspect of this bill will be gone over very 
carefully indeed. 

I have a question—— 

Mr. Vooruers. May I say this, sir, in the first place. I will get for 
you the detailed reasons as to each of these. Now there are only two 
vessels in this whole thing that are in the category of ships, that we 
are talking about. I mean your bigger ships. We have on lt with the 
smaller ones. There are very special reasons why the Navy is doing 
exactly what it is doing here, and I think you would agree with those 
reasons when I am able to give them to you. 

Mr. Jackson. It goes beyond the immediate consideration of this 
bill because you read from time to time where a big Italian or French 
ship is going to make its maiden voyage after being built with Ameri- 

can funds, while our shipyards are being decim: ited. 

A year or so ago we read and heard ‘of head taxes, and the United 
States being required to pay docking charges and so forth for troops, 
and sone assessed taxes on various tax levels for the landing of ma- 
teriel and supplies under these programs. 

Can you tell us to what extent, ac tually, these funds are being called 
upon to pay such taxes and levies 

Mr. Voornees. We have or with every nation that there 
will be no taxes on any of this, and we have also agreements about 
which I will go a little further in executive session if I may, whereby 
if anything is 3 collec ted by mistake, they have to pay it bs wk. We had 
some trouble with one nation and we decided that we would hold up a 
little while until the situation improved, and it did improve. 

Mr. Jackson. That was a very desirable thing to do. 

(The following statement has been submitted by Hon. Tracy 
Voorhees for inclusion in the record :) 

After reading the transcribed testimony, I must ask permission to correct and 
amplify my answer to the above question of Mr. Jackson. I had mistakenly 
understood the question as relating to the subject of general relief from taxa- 
tion, and my answer was directed to that point. The answer is correct as to 
the protection which the United States has by agreement with the respective 
nations against collection of taxes upon our military aid shipments. However, 
the answer did not cover the subject of port charges and head taxes which Mr. 

Jackson mentioned. In fact, the so-called head taxes are a part of the port 
charges, the use of this term stemming from the fact that the port charges in 
France bear some relation to the number of passengers carried on a ship. These 
are a very small item in regard to our shipments of military aid. However, 
our basic tax negotiations with France, resulting in an agreement dated June 
13, 1952, did not cover the question of port charges since it was considered at 
the time that these charges were for services rendered and were not in fact 
taxes. It was subsequently learned, I am informed, that certain of these charges 
in France are more in the nature of taxes than charges for port services rendered. 
Negotiations were accordingly initiated with the French Government to eliminate 
all of such port fees which could reasonably be considered as taxes. Such 
negotiations are now underway, and the principal difficulty is the determination 
of what charges are really taxes and what are essentially charges for services 
rendered. A further difficulty is that certain of the charges are collected for 
the maintenance of local port authorities over which the Federal Government of 
France does not have power. Pending the outcome of these negotiations, United 
States agencies are returning unpaid the bills for port charges upon the number 
of passengers carried, and the French Government has made no complaint about 
this practice. A problem does exist, however, as to charges relating to arrivals 
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of United States troops via the steamships United States and America, although 
the amount involved is under $10,000 in total for 1953 and is relatively insig- 
nificant. This item is, however, being included in the pending tax negotiations. 

Mr. Jupp. May I ask a short question ? 

Mr. Vorys. Yes, a short one. 

Mr. Jupp. Is there any problem now on standardization? For a 
long time it was difficult to get offshore procurement without our build- 
ing up in a sense two sets of facilities producing different kinds of 
weapons. We were building up facilities for one caliber here and an- 
other caliber abroad. Is that problem being resolved ? 

Mr. Vooruers. They made great progress with this: The NATO in- 
ternational staff and its correlated ammunition-production program 
has gone far in this field. There are further steps to be taken but 
our money for ammunition is pretty largely being used to buy ammuni- 
tion fcr the United States equipment which we are furnishing to them 
and to veach them how to manufacture that ammunition. 

Now, we are adapting that to the European standards and methods 
of production and materials which they have, which are in some degree 
different from the ones which we might have here, but our specifications 
permit them effectively to standardize and produce the items. As to 
the money that is being spent for ammunition, you can feel confident 
that the standardization has proceeded to an extent such that our 
money is not being in any way wasted. 

Mr. Vorys. The committee will go into executive session. 

Mr. Furron. I have one more question, please. 

Mr. LeCompre. I have a question, too. 

Mr. Vorys. All right. 

Mr. Furron. Thisisimportant. I yield to Mr. LeCompte. 

Mr. LeCompte. I was going to ask Mr. Voorhees if I understood 
him to say American dollars accumulating in Europe almost im- 
mediately are siphoned back to this country by the purchase of Ameri- 
can commodities. 

Mr. Voorners. I didn’t say almost immediately. 

Mr. LeCompte. Well, excess dollars after a certain figure had 
been reached, are then used to buy American-manufactured articles. 

Mr. Vooruees. Yes, sir. I just left Paris and an item in great 
demand there is a refrigerator. There are stores just filled with 
American refrigerators for the rich to buy. Nobody but the rich 
can afford them. The only reason they are able to get them at all 
is because of the dollar position that France has built up. To me 
it was one of the most conspicuous examples because I saw so many 
such stores in Paris. The same thing occurs all through other items. 
These people are so anxious to buy American commodities that the 
only effective limitation on such purchases is the restrictions which 
their governments have to place on their expenditures because of 
the need for protection of their own currencies. 

Mr. LeCompte. I want to pursue that a little further. I am like 
most of these other folks, I voted for reciprocal trade and for all 
European aid measures, but what you say about Europeans buying 
manufactured products doesn’t apply to processed meat out of the 
Middle West. Europe doesn’t buy meat from America, regardless 
of how much money they get. There was a time when they did. I 
come from the Middle West where we produce and process more 
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meat than anyplace else in the world, but we do not have Europe for 
a customer in any real or big way. 

Mr. Voorners. They couldn’t possibly afford it, I think, but that 
would be entirely out of my field. 

Mr. LeCompre. You went into that subject by mentioning how the 
dollars come back to this country. 

Mr. Voornesrs. I said they came back. I didn’t say they came back 
for meat because I don’t know that. I doubt that they do. 

Mr. Jupp. They can raise their own meat but they can’t make 
refrigerators. 

Mr. LeComrre. They buy it from South America. 

Mr. Futtron. We want your meat sold in Pittsburgh. 

Mr. Vorys. Do you have another question ¢ 

Mr. Furron. Yes, on your statement I would like to ask a ques- 
tion: How we are going to look at the balance between ammunition- 
production capacity in Europe and the production of chemical com- 
ponents. Consider these two ag On page 4 of your statement 
in the second paragraph you say, “The capacity for metal components 
was in no way matched by the facilities to produce chemical com- 
ponents.” 

There you say, first, the ammunition facilities were so low that 
they were out of balance with the chemical facilities. 

Then, over on page 5, you say, surprisingly, that you are redoubling 
Europe’s ammunition- production capacity, which means you are in- 
creasing it four times. Then, below, you seem to indicate that you 
put the ammunition-production capacity up so much that the chemical- 
production facilities are then out of balance. Consequently, you 
say: 

This year’s program is not yet sufficient to bring the chemical-production facili 
ties into balance with Europe’s metalworking capabilities. 

So you ask $20 million more. As an American taxpayer, when you 
have the metal working out of balance because the chemic al facilities 
are so much greater-—— 

Mr. Voornees. We are trying to bring the chemical facilities up to 
the metal capacity. 

Mr. Funron. Originally you started out the other way. 

Mr. Voorners. Excuse me. Perhaps I wasn’t clear, but the metal 
capacity has always been very much bigger, since the war. 

It is to increase the chemical capacity on which all of this money 
is being spent. Not a bit of it is on metal, except perhaps we may 
expend a little to enable them to convert from brass shells to aul: 
because for brass they have to import copper for dollars whereas they 
an make steel themselves. 

Mr. Futron. You say here: 

War damage from World War II abetted by age and obsolescence largely 
destroyed Europe’s ammunition plants, 

Mr. Voorness. That is right. 

Mr. Fuurron (reading) : 

And what was left was badly unbalanced. 


I assume you then built those metal plants up. 
Mr. Voorners. This —_ doesn’t do anything for the metal 
plants at all. The imbalance lies in the greater metal capacity. 
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Mr. Fuuron. You are getting to the point I am bringing up. 

Mr. Voorners. But they haven’t got tthe chemicals, and chemicals 
required for propellants and explosiv es are specialized things and that 
is What we are trying to bring up into balance with’the metal. 

Mr. Vorys. We will go into executive session. 

Mr. Fuuron. Do you ‘realize the chemical industry is now complain- 
ing to Congress that the chemical industry in Europe is so built up 
that they are unfairly in competition w ith our own chemical industries? 
So you want to build Europe’s chemical industries further. 

Mr. Voornees. These are very specialized things, sir. They haven’t 
anything to do with the general commercial chemical industr 7. 

Mr. Vorys. We will go into executive session. 

(Whereupon, at 11:35 a. m., the committee proceeded in executive 
Session. ) 

Mr. Vorys (presiding). Let me say to the committee that pages 
21, 70, 106, 121, 163, and 167 of the second book are pages put into the 
cleared books by mistake. If the staff will get those pages out, the 
substitute pages will be given to you or mailed to you. We are trying 
to reach those pages. 

(Discussion off the record. ) 

Mr. Vorys. This whole offshore procurement thing is of great 
interest, and some parts we can cover publicly if we don’t spend 
too long going over it three times. Others, we will have to cover 
this way in executive session. 

(Discussion off the record.) 

Mr. Vorys. With regard to the large items, following ammunition, 
is the other big item aircraft ? 

(Discussion off the record.) 

Mr. Vorys. Just read them across. 

Mr. Voornegrs. Yes. I shall take the 1954 program first. But 
may I start with ammunition, the largest item? This for Army, 
Navy and Air Force is about $421 million out of about $800 million 
total offshore procurement in Europe. 

Now, aircraft alone is $194 million, roughly. Of that, a part is 
in support of this plan for the United Kingdom, about which I 
thought you might want some special explanation. 

Mr. Vorys. Yes, tell us that. Is that the Hawker-Hunter business ? 

Mr. Voorness. The biggest single item in the Air Force program 
is the support of the so-called “Plan K.” Could we leave the explana- 
tion of this off the record ? 

Mr. Vorys. Yes; at any time. 

(Discussion off the record.) 

Mr. Vorys. Can you tell us about the $75 million that is budgetary 
support? We had an amount we cut last year which finally got in, 
but the $75 million for manufacture in the United Kingdom of mili- 
tary aircraft required by United Kingdom forces for the defense of 
the North Atlantic area; is that a separate thing there? 

Mr. Voornesrs. Yes, sir, and I can explain the relation of the two, 
although that is an item which FOA is going to administer, itself. 
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That is going to be turned over, as I understand it, directly to the 
British as a matter of budget support for aircraft production; $85 
million is provided this year—and there is a similar item of $85 mil- 
lion for artillery and ammunition for France. Both of these were pro- 
vided, as I recall it, pursuant to arrangements made in the Annual 
Review in April 1953, by Mr. Stassen and other high-level Cabinet 
officers. $100 million each were authorized and $85 million each 
appropriated. They are provided to support the budgets in order that 
these nations could increase their defense budgets for these purposes. 
So these sums entered into their budgets as an asset. Then the U. K. 
came to the United States and said, “We need additional amounts 
of money here for more rapid modernization of the RAF, beyond 
the amounts which we cin provide for in our budget.” So this didn’t 
enter into their budget. It was beyond any amount they could put 
into the budget. We investigated the matter carefully to make sure 
there was no overlap between the two aid programs. 

Mr. Vorys. We haven’t much time. I know you want to give full 
answers, but we want to get as many questions covered as we can. 

The question that I hope you will get to is some description of what 
these 36 widgets and gimmicks is or are. Does someone else have 
a question to precede that? I would like to know the kind of things 
they are. 

Mr. Voornerrs. Could I talk there off the record ? 

Mr. Vorys. Yes. 

(Discussion off the record.) 

Mr. Vorys. We had a longer description of development of weapons 
of advanced design in the proposed bill last year, but it says here: 
For the purpose of encouraging and expediting the development of weapons of 
advanced design by nations or international organizations eligible to receive mili- 
tary assistance. 

There would be no objection, certainly, to referring to the United 
States “and” nations, to make it clear in the wording of the statute 
that it was available to us as well as these other nations ¢ 

Mr. Vooruees. I don’t think we need that in. The thing we tried 
to avoid and the reason that language isn’t in is that we don’t want to 
get a duplication of the research and development funds which are 
already appropriated here, as part of our defense budget. 

Now, where we have a development here which may not have been 
standardized in the United States, but which may have possible 
promise for NATO, we would use these moneys, for example, to make 
a few prototypes, or preproduction models, and so forth, for demon- 
stration and testing over there, but we wouldn’t spend the money for 
development here in the United States, because that is already financed 
by our own Defense Department budget, and we felt it would involve 
a duplication. 

Mr. Vorys. It would seem to me that it wouldn’t hurt to say, “This 
shall not duplicate research in this country, but the weapons will be 
available to us.” 

(Discussion off the record.) 
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Mr. Voornerrs. We think we have authority under the language 
proposed to do that. If clarification is desirable, our counsel will be 
glad to work it out. 

The legislative language is something I have not studied from a 
lawyer’s point of view, at all. 

Mr. Vorys. One other thing I want to ask you. In 1949 Senator 
Vandenberg and I were against this whole offshore procurement busi- 
ness. Then along came Korea and our production lines were loaded 
up and I caved in and he was dead. We may have been beaten any- 
how, but at that time, Louis Johnson said: 

We can get a bazooka for one-third, or $15 over there, and it would cost $75, 
here. 

One of the original arguments for offshore procurement was, “You 
can get it cheaper over there.” 

Now, last year, I think we were told that the stuff outside of ammu- 
nition could be obtained cheaper and ammunition in general, costs 
more, there. If you haven’t it available now, we will certainly want a 
statement on comparative costs, in offshore procurement. 

Mr. Voorness. I think I can give you the essence of what you want. 
When we were starting on the production over there, naturally, things 
cost more than after we got sian Ammunition is a special case, not 
only on that account, but also because we haven’t any comparable com- 
mercial United States prices in the United States. So much of it, 
propellants, explosives, loading, and so forth, is actually done in 
Government-owned ordnance plants that, while we have a cost price 
for what we are buying here, it isn’t a representative commercial cost. 

Now, ammunition is the item on which the maintenance of a produc- 
tion base over there is probably the most essential thing of all, because 
it is an item they would have to be in a position to produce for them- 
selves quickly, if war should come. 

Therefore, we have felt that there was, perhaps, some justification 
for paying a little more. However, the prices this year, interestingly 
enough, are being reduced from last year, and that is very encourag- 
ing. I just received a cable showing a 15- to 20-percent reduction as 
compared to last year on several items. 

In order to make sure that we were doing the thing fairly with re- 
gard to price, what we are doing is first to say we won’t buy it unless 
it is a fair price in Europe. In other words, it has to be a substantial 
reduction from what they got when they were starting production. 
Now, they are under way and they can lower the prices. It has to be 
a fair European price. 

Secondly, in no event, unless there is a specific exception granted, 
were we planning to buy these above the United States commercial 
price, if we can find one, plus cost of transportation. Where we have, 
as in ammunition, no real United States commercial price, it presents 
something of a problem, but Secretary Wilson felt very strongly that 
we shouldn’t buy over there, as a general principle, beyond the United 
States price plus the cost of delivery, and that is what we are oper- 
ating on. 

r. Vorys. Now, what about aircraft? 

Mr. Voorueres. The aircraft are very hard to compare with United 

States items. They are proprietary items, and each differs from the 
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e other. In general, the price of aircraft is substantially less over there 
i than it is here. 

Mr. Vorys. Do you have any figures on that? We had figures last 
, year on it. 

Mr. Vooruers. I can give you the figures that were given to me, but 
F the costs are not for comparable craft. With the F86—K, for example, 
" which is the best all-weather fighter that we have in production here 
available for Europe, the flyaway cost, I believe—that is, without the 
; spare parts—is around $590,000. 

Now on the new G—A-5, the Javelin, the British plane that I was 
' talking about, which is militarily superior—it is militarily superior 

because of Jater design than the F86-K—the British cost on it was 

put somewhere between $360,000 and $420,000. That is flyaway cost. 


This price was so much lower that our Air Force people questioned 
whether the British could really produce it for that. But that is what 
we are putting it in for, and that is what we are paying for it. 

Mr. Vorys. Give us some other items. 

Mr. LeCompre. $100,000 less, or more? 

Mr. Vooruers. The Javelins run nearly a third less in price than 
the F86—-K’s. 

Mr. Jupp. Mr. Chairman, I must leave. Could I ask a question 
before I go? 

Mr. Vorys. I have been taking too much time. Proceed. 

Mr. Jupp. Mr. Voorhees, I want to ask this question: Three years 
ago our own Defense Department resisted this weapons procurement 
abroad, when some of us in the committee were urging it. There is no 
resistance now, is there? One of their reasons was they said they 
didn’t want to build up ammunition and spare parts facilities abroad 
from which we might be cut off. They did not want in any sense to 
become dependent upon foreign sources for essential equipment for 
our own forces. That thing has been handled now? 

Mr. Vooruees. I see no element of resistance at all. I think now, 
however, that our offshore procurement program has to be tailored 
way down to an entirely different situation from what it was. Now, 
it is a matter of maintenance of the base that we have and in the fig- 
ures I gave you we cut from $1.6 billion last year to about $800 million 
this year, and then down to about $300 million that we are requesting 
in 1955 for Europe. 

Now, there is one big further question about the Richards amend- 
ment and the EDC situation that I thought you might want me to 
take up. 

Mr. Vorys. We will only have time for that, and then we will have 
to close down. 

Mr. Vooruers. I would rather answer your questions. 


i Mr. Vorys. I want, for insertion in the record at this place, certain 
information. Out of $800 million, you have covered three-fourths in 


round figures. What about the other fourth? Which are vehicles and 
so forth? We want, in general, what it is and the comparable figures. 

Mr. Vooruees. I will see that the material is put in the record in 
satisfactory shape for that. 
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(The information requested is as follows:) 


In summary, the planned European offshore procurement with fiscal year 
1954 funds can be broken down into approximate categories as follows: 


Millions of 
dollars 
Ammunition a 
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Our plans to spend this money for these purposes are, however, subject to cer- 
tain reservations which are necessary for the protection of United States interests 
in the most effective utilization of the funds: First, as to the timing of placing 
the contracts, since proper timing in the interest of the United States may require 
placing many contracts after the end of the fiscal year, necessitating a request for 
reappropriation of the funds; and, second, the urgent needs of the Indochina 
situation, which may make it necessary that certain of the funds, not utilized 
during the current fiscal year in Europe, to be employed for more urgent pur- 
poses in Indochina. 

European offshore procurement for fiscal year 1955, which is only in tentative 
planning stages at this time, can be broken down very approximately into cate- 
gories as follows: 

Millions of 


dollars 
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FISCAL YEAR 1954 


In summary, presently planned offshore procurement with fiscal year 1954 
funds can be broken down into categories approximately as follows: 


Millions of 


Worldwide dollars 
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Plans to spend this money for these purposes are, however, subject to certain 
reservations which are necessary for the protection of United States interests 
in the most effective utilization of the funds: First, as to the timing of placing 
the contracts, since proper timing in the interests of the United States may re- 
quire placing many contracts after the end of the fiscal year, necessitating a 
request for reappropriation of the funds; and, second, the urgent needs of the 
Indochina situation, which may make it necessary that certain of the funds not 
utilized during the current fiscal year in Europe, be employed for more urgent 
purposes in Indochina. 

FISCAL YEAR 1955 


At present offshore procurement with fiscal year 1955 funds is only in the 
tentative planning stage. As tentatively planned, offshore procurement for 
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fiscal year 1955 can be broken down very approximately into categories as 
follows: 
Millions of 


Worldwide dollars 
ATION 6 ee oe pineal are oo Spin hnstpegtt aie tens odieiah eaten till $98 
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(Discussion off the record.) 

Mr. Voorners. Now, could I, without any record being taken, men- 
tion this EDC matter? 

Mr. Vorys. Yes. Off the record. 

(Discussion off the record.) 

Mr. Vooruers. I should like to add some information to that which I 
have previously given on the mutual special weapons and facilities 
assistance programs. 


MUTUAL SPECIAL WEAPONS PROGRAM 


Our requested figure of $27 million is Mr. Quarles’ estimate of the 
amount probably necessary to restore the fund as of July 1, 1954, to the 
$50 million originally appropriated for this purpose. It contem- 
plates further oblig: itions before July 1 on several projects now under 
study, including five reported by the ad hoc group but not yet definitely 
acted upon. 

In the main the mutual special weapons program has concentrated 
on accelerating the development of advanced types of weapons or 
parts of weapon systems which have already reached the early proto- 
type and testing stage. There may be cases, however, where support 
of the program is required for projects which are not well advanced 
but which are highly necessary and which offer promise and need 
acceleration. 

Mr. Quarles is also considering use of part of this fund in connee- 
tion with the European aircraft control and w arning system problem. 
He has in mind the possibility of utilizing a portion of this fund to 
develop a mutual arrangment with the different countries under which 
they will, with some assistance, round out their own aircraft control 
and warning systems and these will be linked up with some assistance 
by the U nited States including United States know-how and experi- 
ence through a central laboratory. This in scientific parlance is 
“systems el ngineering.” There is very great need for the develop- 
ment of an integr ated early warning system which will not be pos- 
sible without United States le: adership, know-how, and some relatively 
modest financial assistance. 


FISCAL YEAR 1955 FACILITIES ASSISTANCE PROGRAM 


Subject to congressional SPPPOT es the facilities assistance program, 
initiated in a year 1954, will be continued and extended in the 
new fiscal year. The fiscal year 1955 request amounts to $20 million. 

The propellants and explosives facilities assistance projects had 
their origin in a finding that Furopean capacity for ammunition 








would not meet estimated wartime requirements because of a critical 
bottleneck in the chemical components capacity. The fiscal year 1954 
facilities assistance program will only bring the capacity for the 
= al componsiits up to a portion of that needed. Through the 

seal year 1955 facilities assistance program it is hoped that the 
ae ity for such explosives and propellants can be increased to 
balance that needed for the metal working capacity. 

To this end preliminary studies in fisc: al year 1954 revealed some 
projects which could not be undertaken beeause of limited funds but 
which should be developed. 

There is a shortage in Europe of the raw material needed for nitro- 
cellulose and TNT production. In the past, much of this shortage has 
been met with cotton linters imported from the United States. The 
experts believe that European woodpulp can be processed into nitro- 
cellulose. The woodpulp producing countries are now cooperating 
with the United States in a series of tests to determine the best means 
whereby their woodpulp can be converted to a material of high cellu- 
lose content which can be used to make nitrocellulose. If these tests 
prove successful, as expected, facilities assistance projects will be de- 
veloped for woodpulp prepar ation and nitration plants. 

Another real problem involves toluene. Toluene is a very important 
material required in producing the chemical components of ammuni- 
tion. 

In the United States, steel has been substituted for brass in the 
manufacture of cartridge cases. The United States has urged a simi- 
lar substitution in Europe, and there has been some conversion of 
European facilities to permit the use of steel rather than brass. This 
had been greatly stimulated by OSP contracts. However, it may 
prove desirable to utilize limited amounts of the fiscal year 1955 facili- 
ties assistance money to further this conversion. This is important 
since Europe has indigenous sources of steel, but must import copper. 

Much knowledge has been accumulated cone erning the type of proj- 
ects referred to above. Such projects can be activated in fiscal year 
1955 with a minimum effort since much of the preliminary engineer- 
ing work has already been accomplished. 

‘As one reviews the European industrial mobilization base, however, 
other problems are revealed. Some of these should be studied more 
intensively in fiscal year 1955. We, therefore, intend to extend into 
additional fields the type of engineering studies that have proved 
so valuable in development of the fiscal year 1954 facilities assistance 
program. 

One such field to which attention must be given is the constantly 
increasing need for more adequate facilities for maintenance of mili- 
tary equipment which has been delivered to the NATO forces, and ad- 
ditional quantities of equipment have been programed. This invest- 
ment must be peenens through proper maintenance. The problem of 
maintenance becomes progressively more difficult as the equipment 

ages since the mortality rate for spare parts becomes higher and the 
need for higher echelon maintenance increases at a progressive rate. 
Military forces cannot long operate without proper supporting facil- 
ities for the manufacture of replacement parts and for the maintenance 
of equipment. 
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In a study by the NATO International Staff, it was estimated that 
the annual requirement for replacement parts for American equipment 
in the hands of Europeans would be in excess of the European 
capacity for production of such replacement parts. This disparity 
between need and facilities to meet the need demands immediate at- 
tention. The critical nature of the matter is further indicated by 
the fact that this requirement was based on peacetime usage, whereas 
wartime factors would be several times larger. Preliminary engineer- 
ing surveys of European capacity to produce maintenance spare parts, 
and appraisal of overhaul and repair facilities necessary to keep 
MDAP and indigenous military equipment in operating condition, 
will therefore be undertaken. On the basis of these surveys, decisions 
to furnish facilities assistance can be made on a case-by-case basis. 

Mr. Vorvs. Are there other questions? 

I think we should close down. We will see you all on April 27 at 10 
o’clock, 

(Whereupon, at 12:20 p. m., the committee adjourned, to reconvene 
at 10 a. a. eine. April 27, 1954.) 














THE MUTUAL SECURITY ACT OF 1954 


TUESDAY, APRIL 27, 1954 


House or REPRESENTATIVES, 
COMMITTEE ON FoREIGN AFFAIRS, 
Washington, D.C. 
The committee met, pursuant to call, in room G-—3, United States 
Capitol, at 10:15 a. m., Hon. Robert B. Chiperfield (chairman) 
presiding. 
Chairman Curperrrecp. The committee will come to order. 
It is my understanding that we will diseuss the technical assistance 
programs this morning. The first witness will be Governor Stassen. 


STATEMENT OF HON. HAROLD STASSEN, DIRECTOR, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Strassen. Mr. Chairman and members of the committee, the 
programs we are describing to you during this series of hearings are 
all for the purpose of carrying out the foreign policy of the United 
States. None of these programs will, in the long run, do more to 
carry out our policy and further the interests of the United States 
than technical cooperation, also sometimes called point 4 or technical] 
assistance. 

The definition of this subject, as it appears in the presentation books 
before you, is revealing of the nature and substance of the programs 
themselves. It reads in part: 


Technical cooperation programs may be defined as programs for the sharing of 
our knowledge, experience, techniques, and skills with the peoples of the less 
developed areas of the world for the purpose of helping them to further their 
economic development and increase their standards of living. These programs 
emphasize, and consist largely of, teaching, training, and the exchange of in 
formation, and they do not usually include the provision of supplies and equip 
ment beyond those which are required for effective teaching and demonstration 
purposes. 

Moreover, except for these last-mentioned purposes, they do not supply the 
“apital which may often, if not always, be indispensable to the conversion of 
the knowledge, skills, techniques, and experience which are thus provided into 
economic wealth, improved standards of living and other tangible benefits among 
the peoples of the recipient countries. To the extent that United States policy 
requires that such capital be supplied as a grant, the necessary assistance is 
included under the classification ‘Development assistance.” In such cases 
these two separately identifiable forms of assistance join hands and com- 
plement one another in an integrated program directed toward a single com- 
mon objective. 

* * * * * * * 

This classification also includes United States contributions to the multi- 
laterally financed technical assistance programs of the Organization of Amer 
ican States (OAS) and the United Nations (UNTA), both of which engage in 
activities which are similar to, and which are coordinated with, United States 
bilateral technical cooperation programs. It does not include the technical 
exchange program carried on in Europe, including Greece and Turkey. 
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With this definition before you, I would like to discuss such features 
of this important work as members of the committee may request. 
It may be helpful, first, to spend a few minutes on the scope of tech- 
nical cooperation programs, on the methods through w hich they are 
carried out, and on some of their outstanding and unique character- 
istics. 

It is estimated that in fiscal year 1954, programs of this character 

carried on in about 38 different countries will require in the neighbor- 
hood of $107 million. Of this amount, about $1 million will ‘be for 
the work of the Organization of American States, and $814 million 
for work under the United Nations expanded technical assistance 
programs. This compares with the $131,600,000 programed for fiscal 
year 1955, of which $114 million would be for the Organization of 
‘American States, and $18 million—to cover an 18-month period due 
to a changeover from a calendar to a fiscal year basis—for UNTA. 

It may be interesting to note that of the $112 million proposed 
for the 1955 United States bilateral programs, about $36.8 million, 
or 32 percent, is scheduled for use in the field of agriculture and 
natural resources; $18.8 million, or 17 percent, in health and sanita- 
tion; $15.2 million, or 13 percent, in sdaentian $13.4 million, or 12 
percent, in community development activities; $12.4 million, or 11 
percent, in industrial, mining, and labor; $5.2 million, or 5 percent, 
in transportation, communications, and power ; $6.6 million, or 6 per- 
cent, in public administration ; the remainder of about 3 percent i is for 
general program management costs. 

I have been speaking of the bilateral technical cooperation pro- 
grams financed and carried on by the United States, as distinguished 
from the United Nations or the Organization of American States 
programs. Separate presentations will be made regarding them. 
However, I would like to commend and encourage United States 
support for these multilateral approaches to these great worldwide 
problems. 

Such support gives convincing evidence that the United States is 
willing to cooperate with all other free countries in this kind of work 
and strengthens the United Nations. The multilateral programs 
sometimes have an acceptance because of their broad sponsorship not 
readily available to the programs of any one nation, and they increase 
the source of qualified technicians needed by drawing from many 
countries. It is expected that about 1,200 technicians will participate 
in the United Nations programs in approximately 70 countries during 
the calendar year 1954. 

So much for a quick picture of the scope of the programs. Let me 
now turn to the methods for executing them. The method most ex- 
tensively used up to this time has been for the United States Govern- 
ment directly to employ technicians and send them to the participat- 
ing countries to work in close collaboration with local personnel. At 
the same time, trainees from other countries are brought to the 
United States for technical training which can be used later in their 
native lands. 

During fiscal year 1955, we expect to have 2,900 technicians and 
over 2,600 trainees in these programs. However, qualified technicians 
who are available for work on this basis are hard to find, and we 
are having difficulty in recruiting as rapidly as we would like. This 
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is one reason we are developing two other principal methods of carry- 
ing on the work. The first is through contracts between American 
colleges and universities and their counterpart institutions abroad. 
Already 35 FOA financed college contracts with a value of almost 
$11 million are in force, and a number of others are under negotiation. 
These contracts provide for exchanges of personnel between : these in- 
stitutions and for other continuing activities designed to strengthen 
the teaching, research, and extension work of the local institutions. 
They cover a number of different fields, including agriculture, health, 
education, engineering, and public and private administration. 

The second new approach is through United States-financed con- 
tracts under which United States commercial organizations and in- 
dividual contractors provide specific technical services within foreign 
countries. Currently FOA is financing about 108 such contracts with 
a total value of approximately $13 million. 

Also, we have 20 technical cooperation contracts with voluntary 
and nonprofit agencies other than colleges with a total value of about 
+ 21% million. 

There are several characteristics of technical cooperation which 
are so outstanding and unique as to warrant specific mention. 

In the first place, technical cooperation may turn out to be the 
most effective counter to propaganda of the Communists. This propa- 
ganda largely consists of villainous attacks and exaggerated prom- 
ises. We do not wish to compete on this basis. We are fortunate 
to be able to compete by demonstrations throughout the world which 
can be both understood and believed. 

Another outstanding characteristic of these programs is that they 
are deeply humanitarian, responsive to the historical desires of the 
American people to assist less fortunate people around the world. 

A third characteristic is that these are programs designed to help 
others develop ways to help themselves. Thus, they sharpen rather 
than dull incentives. 

A fourth characteristic is that a substantial amount of the work 
is done directly with the peoples of these countries through agree- 
ments with their governments. 

A fifth characteristic is that the host countries contribute to the 
programs in money, facilities, and technicians. 

A sixth and extremely important characteristic is that programs 
are taken over by the host countries as rapidly as they are able to 
handle them. It is the policy of the United States to withdraw from 
each project as soon as the host country is able to take it over 

In conclusion, I can think of nothing that will do more for the 
future peace and security of the world than a program that calls for 
sharing of the benefits of human progress with other peoples; one 
which conveys the knowledge and experience which is necessary for 
an expanding world economy and improved standards of living. 

It seems almost self-evident that the United States will be stronger 
if the economic, political, social, and moral fibers of other free coun- 
tries are strengthened. As these fibers are strengthened, the chances 
for peace will be improved. 

r. Chairman, with that rather brief and broad opening statement, 
it might be best if we proceed with such specific questions as the 
committee may wish to ask. 
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Our thought was that we give the broad perspective of both the 
nature and amount of technical cooperation now being conducted, 
and anticipated for the recommended program for fiscal year 1955, 
and then follow up, at the committee’s pleasure, with the Latin Amer- 
ican regional considerations, that being the area in which technical 
cooperation has been going on the greatest number of years, and also 
the area in which the overwhelming portion of what we are doing is 
in technical cooperation, as distinguished from other types of pro- 
grams in other parts of the world. 

Chairman Cureerrietp. Thank you, Governor Stassen. Are there 
any questions ¢ 

Mr. Vorys. 

Mr. Vorys. I am trying to tie in Mr. Stassen’s statement with the 
information books we have. 

In the first place, I am looking at page 6, there, where as I under- 
stand it, for technical cooperation, chapter VI, the amount available 
for expenditure—the amount listed as available for expenditure is 
$279,700,000. Now, your proposal for fiscal year 1955 is for expen- 
ditures of $143 million. 

Mr. Srassen. The new funds requested, you will note, are in the 
second column, there. 

Mr. LeComrprs. What page are you on? 

Mr. Srassen. Section I, page 6. It gives the worldwide summary 
of the various sections of the program. 

Mr. LeCompre. Volume I? 

Mr. Strassen. That is right. Volume I, section I, page 6. 

Mr. Vorys. You are going to request $131,600,000 ¢ 

Mr. Strassen. That is right. 

Mr. Vorys. You will have available for expenditure $279,700,000. 
You will spend $148 million, and you have an estimated unexpended 
balance a year from next June of $136,700,000 ? 

Mr. Srassen. That is correct, Mr. Vorys. 

Mr. Vorys. Now, we are familiar with the lead-time problems on 
military procurement, but I wonder if you could give us an idea as 
to why you would need to plan to have $136 million ahead, on June 
30, 1955? 

Mr. Srassen. Yes, Mr. Chairman, I can do that. 

I think I should first comment that you will note that the lead 
time is not as great as that required for military materiel, jet planes, 
and the like. You will recall that on the military side, we have al- 
ways approximately an average 2 years of lead time, so we have ac- 
cumulated unexpended funds that usually run something like a 2-year 
program. In this case, you will notice the average lead time is 1 

year. You have about 1 year unexpended as you reach the end of a 
fiscal year 

That unexpended balance represents the normal average lead time 
in accomplishing these technical cooperation programs. The way in 
which it works out would be this: If this Congress approves a program, 
shall we say in Brazil, which includes a project for assisting in the 
development of administrative skills among the younger leaders of 
Brazil for their own activities, their Government and in their public 
institutions, then when this Congress concludes its action, which is 
about the beginning of a fiscal year, we begin to negotiate an agree- 
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ment for the project with the Government of Brazil under which they 
are to put certain funds in, and perhaps also to get one of the leading 
universities of the United States, with a good school of business and 
public administration, to assist in it. 

This process of negotiating the contract and the agreement with 
the Government of Brazil might take anywhere from 5 to 8 months, 
and when it is consummated, it also needs to be approved by the Par- 
liament of the Government, as in the case of Brazil. 

Then when it is approved, you set up, and at that point obligate 
Brazilian funds and United States funds in a joint account to carry 
out that specific project. It may be that we have devoted $1 million 
to a project of this kind, in round numbers. Pe rhaps the Brazilian 
Government is going to put in the equivalent of $1,700,000 of their 
funds. 

Then the program begins. They begin to bring in students in 
Brazil, they begin to bring in technicians from the United States. 
They may want to rent some equipment and things of that kind and by 
the time the fiscal year ends, we will probably find that only 10 or 15 
percent of that fund has been disbursed and the main disbursal will go 
over the next 15 or 18 months, with an average of about 1 year in lead 
time. 

The same thing would apply in an agricultural project where you a: 
going to bring in technicians and new seeds, and so forth, or if you 
are going to get a group of technicians to come to the United States 
to study. 

We frequently begin selecting them in the fall and they actually 
arrive to enroll in American universities the followi ing September fo: 
technical training. With the great distances involved and many of 
these people coming from hi ulfway around the world—many of them 
coming from remote areas of their own countries—the average of : 
1-year lead time does not appear to be excessive and appears to be soles 
the way it actually works out. 

Mr. Vorys. Well, you mentioned that the Government of Brazil 
might have to pass on such a program. 

Mr. Srassen. That is right. 

Mr. Vorys. Is it the idea, then, that the Congress of the United 
States is passing on their part of the program a year ahead of the 
time that the legislative bodies of the other countries pass on it? 

Mr. Strassen. Usually the other bodies will make requests for assist 
ance in a certain field without, at that time, making their own appro- 
priation or knowing what kind of conditions the United States might 
put on such a project. 

In other words, they will not know how much the United States 
will put in, how much the United States will insist that they match 
it with, and what other conditions the United States might put on. 
Therefore, they have to finalize their agreement after the United 

Sates lays out their terms of going ahead with the project. 

Mr. Vorys. Mr. Chairman, in your absence, I appointed a time 
keeper, who was to give whoever sat in the chairman’s seat a punch 
every time 5 minutes went by. I don’t know whether he is follow 
ing that practice or whether you wish to do it. 

Chairman CutperrieEcp. It is a good idea. 

Mr. Vorys. I feel it is time somebody punched me. 

Chairman CurrrrrteLD. You are punched. 


45700—54——_ 22 
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Mr. Zablocki 

Mr. Zastockt. No questions. 

Chairman CutrerrieLtp. Mrs. Bolton—— 

Mrs. Botron. No questions at this time. 

Chairman Cutrerrtetp. A practice we have adopted has been to 
keep the questioning on a flexible basis. With a smaller group, I 
think that is a good idea. If anyone has a question, if he will just 
call it to the attention of the Chair, he will be recognized. 

Mr. Javirs. Mr. Chairman, I have some questions. 

Mr. LeComrre. I am sorry I wasn’t here when you started, Mr. 
Secretary, but do I understand in actual practice you propose appro- 
priations that would carry over for a 2-year period? That is, you 
anticipate the needs not for 1 year, but at least for 2 years? 

Mr. Srassen. We do it 1 year at a time, but your actual expendi- 
ture usually is about an extra year ahead; that is right. 

Mr. LeComrere. Thank you. That is all I had in mind. 

Chairman Currerrtecp. Mr. Javits 

Mr. Javits. Governor, if we do not already have it in this volume, 
could you furnish us with a list of the agencies which are under 
contract with FOA in three categories: The United States colleges, 
the commercial and professional organizations and societies and the 
volunteer welfare and nonprofit agencies. .I think that would be very 
interesting to the membership to know just exactly with whom we 
are dealing in that respect. 

Mr. Strassen. We have it right here, if it would be interesting to 
have it read into the record right now. 

It is a significant thing. Let’s take the universities, first. 

Chairman Currerrietp. Can’t we get a summary of it? 

Mr. Srassen. We can do that, too. We can give you the perspec- 
tive on it, now, and we can also furnish it for the record in its com- 
plete volume. 

Mr. Javits. I would suggest that go into the record, unless the 
Director would wish to comment on it. 

Chairman Currerrrecp. Without objection, it will be placed in the 
record. 

(The document referred to is as follows :) 





Lists or FOA-FINANCED TECHNICAL SERVICES CONTRACTS Now IN OPERATION IN 
COOPERATING COUNTRIES (INCLUDING CONTRACTS PLANNED OR IN NEGOTIATION ) 


Foreign Operations Administration, Office of the Deputy Director for Technical 
Services, Methods Coordination Staff, April 1954 


INTRODUCTION 


This is a listing of FOA-financed contracts for technical services required to 
earry out authorized technical assistance programs in cooperating countries. 
The lists include only contracts now in operation and planned, and are arranged 
according to three different types of contractors: 

1. American commercial organizations and individuals. 

2. American universities. 

3. Voluntary and nonprofit organizations. 
Under each of these classes of contractors are listed contracts (first those in 
operation and then those planned), broken down by field of activity, such as 
agriculture, housing, industry, public administration, transportation, education, 
escapee program, public health, and miscellaneous technical assistance. 

In addition to the listings of FOA-financed contracts for technical services 
carried out in cooperating countries (pt. II), there is included (pt. I) a count of 
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FOA-financed contracts with American universities for training to be furnished 
in the United States to nationals from cooperating countries. 

It should be noted that this listing of FOA-financed technical service contracts 
excludes military contracts, and more than 300 contracts for engineering services 
in connection with the erection, installation, or operation of equipment and facili- 
ties procured under early ECA/MSA and TCA industrial projects. Contracts 
which have been completed are not included in this listing. Contracts of a classi- 
fied nature also are not included. Furthermore, contracts for technical services 
of cooperative services (with funds deposited to the credit of the service), if any, 
are not included. Since no inquiries were made to the USOM’s of former TCA 
countries, some contracts under $25,000 entered into in the field may not be 
included. Furthermore, while many cross-checks were made, it was not feasible 
to make a complete check of the lists received from various offices to insure 100 
percent coverage and accuracy. 

Accordingly, the lists of technical services contracts and count of training con- 
tracts should not be considered as complete; and the summary data drawn from 
the listing of technical services contracts currently in operation, presented below 
in tables I and II, should be considered illustrative of the general trend and 
position, rather than statistically accurate or complete. 


TABLE I.—Summary of listed FOA-financed technical service contracts currently 
in operation 


Voluntary and 


| -Total Commercial organization and nonprofit 
number individual contractors agen pasewee- 
of tech- | Univer-| : 
Sas = - = gj | 
nical ity | 
Region service con- . 
con- trac- Miscel- 
| tracts | Agri- | Public | prans-| tors | laneous 
| by re- | eul- | imdus- | admin- porta | ~ ie pee| tt h- 
; . | try instra- - peepee’ nical 
gion ture | tion tion | | saict 
| | | 4 
} | 
io co - ~~ 
Europe-..-- 183 2 | 28 0 0 2 149 2 
Near East, South Asia, and Africa 102 | 9 | 27 0 5 18 4 ) 
Far East___- 23 | 2 7 4 0 9 0 l 
Latin America___. 32 | 0} 17 0 0 4 1 9 
Total by field of activity 339 | 13 | 79 4 | 5 33 184 21 
Total by category of contrac- 
«ee enn 4 339 101 33 205 


1 Classified contracts are not included. 
TABLE II.—Value of listed FOA-financed technical service contracts currently in 
operation 


[Expressed in thousands of dollars] 


Voluntary and 





Total Commercial organization and nonprofit 
number individual contractors agency contrac- 
of tech- Univer- tors 

et eet 1 sity _ 

Region service | con- BM tonai. 
or Public | , 5. TOG laneou 

a Aa | Indus- | admin- oe | tors Escanee| tech: 

sion aor try | instra- Ot * uBCRy nical 

tion | ; assist- 
ance 
| | 
> | ee ? : eae 
Europe.... en yee scemiae | $3,708 | $197 $511 0 0 | $186 | $2,708 $106 
Near East, South Asia, and Africa_..| 13, 955 3, 410 157 0 $890 7, 312 244 1, 942 
tei hntverds conebtbeniaromes .-.-| 8,033 589 | 4,643 532 0} 2,074 0 195 
Latin America-.--_..- ae 1,491 0 2 21 0 0 1, 156 35 279 
Total by field of activity 27, 187 4,196 | 5,332 532 890 | 10,728 | 2, 987 2, 522 
Total by category of contractors .| 27, 187 $13, 154 10, 728 $5, 500 


! Classified contracts are not included. 
? Total value is not yet available although the per diem rates have been indicated 
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Part I 


Count of FOA-financed contracts with American Universities for furnishing 
training in the United States to foreign nationals 


Number of American 
universities— 


Number of American 
universities— 


Field of activity Field of activity Planned 
to be addi- 
tionally 


contracted 


| Currently 
under 
contract 


Currently 
under 
contract 


| to be addi- |} 
tionally | 
| contracted | 


| 
Planned 
| 


16 | 
2 


Agriculture __. 50 0 || Industry 3 ‘ 
Education !__-.- 9 3 || Labor-- ; aanta | 
Health ? 0 0 || Public administration _- -- 2) 


1 In the field of education there is also 1 FOA contract in operation with a foundation for the education 
of trainees in the United States. 
2 Th the field of health there are also 4 FOA contracts in operation with public health and medical groups 
for the education of trainees in the United States. 
In the field of industry there are also9 FO A contracts in operation with industry groups for the education 
of trainees in the United States, and 2 contracts with additional industry groups in plan. 


Parr II 


A. List of FOA-financed agricultural technical assistance contracts with Amer- 
ican commercial organizations—N ow in operation in cooperating countries 


Dollar 
amount 
(adjusted 
for amend- 
ment) 


Region and country Contractor Nature of work 


(4) 


Europe: 
Greece 
Turkey 


Harza Engineering Co 
Wold Mining Consult- 
ants. 


| River valley survey 
Ground water development. 


£160, 000 
37, 000 


Near East, South Asia, and 
Africa 
India Design and engineering services to 847, 000 
| Damodar Valley Corp. 
| Walter Flannelly Conti- | Well drilling.. ‘ 
nental Drilling Co., Los | 
Angeles 
Lebanon do 
Liberia... | Aero Service Corp., Phila- 
delphia 
Joy Manufacturing Co., 
Pittsburgh. 
Michael Baker Co., Inc 
| and Harza Engineering 
Co., Chicago. 
Aero Services 


Philadelphia. 


| Harza Engineering Co-_-_- 


Israel 


Core and well arilling 
Aero mapping... 


70, 000 
300, 000 
Libya Well drilling_- 111, 362 
Preparation of engineering plan 

Jordan. 


Jordan 800, 000 


Corp., | Aerial photo -- 283, 200 


Saudi Arabia_. - 
Pakistan 


Far East: 
Philippines 
Regional _- 


Latin America: None 


| International 


| Transocean 


Michael Baker 

Ralph M. Parsons Co 
Engineer- 
ing Co. 


Booz, Allen & Hamilton 
Air 
Oakland, Calif. 


Lines, | 


Well drilling -- 

Engineering 

Development and 
services to Karnafuli Dam. 


Modernization Bureau of Lands 
Pilots and mechanic service - 


: ‘ | 
engineering | 





37, 500 
540, 000 
405, 000 


420, 000 
168, 815 
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B. List of FOA-financed agricultural technical assistance contracts with Amer- 
ican commercial organiaztions—Planned or in negotiation 


Region and country Contractor 


(1) (2) 


Europe: None_. 
Near East, South Asia, and 
Africa: 
Egypt 
et Hydraulic. 
Pakistan ___- .| Ralph M. Parsons Co_. 
Far East: Fiji Islands, De- | Not available 
pendent Overseas Terri- | 
tories. 
Latin America: None 


0. List of FOA-financed housing technical assistance contracts with 


Societe Generale de Forge 


Estimated 
dollar 
amount 


Nature of work 


(3) 


Well drilling - __. $40, 000 


9, 750 
Not avail- 
able 


| 
| 
} 
| Grain storage 
| Soil conservation work _. 


American 


commercial organizations—-Planned or in negotiation 


Region and country Contractor 


(1) (2) 


Europe: None-. biedanee 

Near East, South Asia, and | Not available--. 
Africa: Iraq. 

Far East: None 

Latin America: None 


do. 


1 Not available. 


Estimated 
Nature of work dollar 
amount 


Consultant on broad housing pro- 
gram. 


$10, 000 


(1) 
(1) 


D. List of FOA-financed industrial technical assistance contracts with American 


commercial organizations— 


| 
| 
| 
| 
| 
| 


Region and country Contractor 


(D 


Europe: 
Austria. -_- Council for International 

Progress in Management 
(USA) Ine. (CIPM). 

| CIPM : 

Samuel Bown 

David Pinkerton 

CIPM 

Allen Mogensen 

Berla and Abel 


Belgium -. 


Denmark 


| Geophysical Services 
Socony Vacuum Oil Co 


France 


James Wightman 
Joseph Goyette 

Mark Shaw 

| John Cooper 

Edgar Kober 

James Webster 

Walker Thorn . 
Alexander E. Bogardy 





| Cresslyn L. Tilley 
| William E. Crosby 
CIPM 
Domenico Andreana - . 
Alvin Isaacs 
Netherlands ..-| John D. Butler 
ne Kenneth Moyer 


Italy 


Now in operation in cooperating countries 


Dollar 
amount 
(adjusted 
for amend- 
ment) 


Nature of work 
(4) 


Training industrial trainers $13, 100 


Marketing and distribution 
| Shoe consultant... .-- 
| do 
| Industrial management consultant -| 
| Management consultant 
| Building and construction coa- 
sultant. 
Oil geophysics surveys 
Royalties—installation TCC unit, | 
| Petit Jean Refinery, Morocco, 


|}Shoe consultants _- 
Marketing survey 





Distribution and merchandising 


Engineering organization meth- | 
| ods consultant. 
Cotton textile consultant 
Materials handling 
Marketing and distribution 
Readymade clothing specialist 
Technical education specialist 
Industrial social psychology 
Education in management. - 





338 


D. List of FOA-financed industrial technical assistance contracts with American 
commercial organizations—Now in operation in cooperating countries—Con. 


Region and country 


(1) 


Europe—Continued 
Trinidad (United King- 
dom). 
Yugoslavia 
Europe 
Regional (OEEC) 
Regional; and Near 
East and Africa: 
Regional. 
Near East, South Asia and 
Africa: 
Angola (Portugal) 


Far East: 
Burma. .. 


China (Formosa) - 


French Indochina 
Korea 


Philippines - 


Contractor 


Don L. Yost...- 


Dean W. Rogers. . 


| CIPM 


Scharff and Leerburger.... 


Aero Service Corp 


| E. J. Longyear Co... 


| Hydrotechnical Corp 


D. Little 


| icles Miller _- 
| Litehfield, 


Panero, Severud 

Associates. 
Malcolm 

M. W. Lieberman. 


Joseph Bird. 


Carl Coler. 


| Beryl W arden. 
| Robert J. Kieldsen- 


William Lexler- 
Rodger R. McAlister- 


| Lewis B. Peggs---- 
| Harold E. Richards. 


Joseph E. Skram.......-- 
Edward Kiefer__ 
Ralph W. Deardorff_-_.-__-. 


ane K. Gardiner. --__..--- 


Don Lewis... 


| ica E. Mannocci- 
| Harry A. South. 


Tyng M. Libby---.-- 
Earl D. Wise 


| Frank H. Ellis 

| Edward J. Ward_-. 

| L. Terrelle —. 
Sterling Drug-.. 


Pierce Management, Inc 


Worldwide Surveys 


| J. G. White Co_.-- 


Gibbs and Hill 


Philco Corp... 


| International Engineering 


Corp. 


Hunting Aero Surveys... 


Nature of work 


Dollar 
amount 
(adjusted 


| for amend- 


ment) 





| Geological 


Ww hiting, | 
and | 


Pirnie and | 


Development of sawmills ___- 
Meat consultant 
Industrial human relations_- 


Survey and evaluation of indus- 
trial projects. 


Aerial 
bique. 


survey, Angula-Mozam- 


( survey, 
zambique. 


| Survey of hydroagricultural and | 


hydroelectrical schemes. 


| Industrial projects studies_.__-___- 


Indian Standards Institute 


Consultants on architecture and | 


engineering in Iran. 


Survey of sewerage and sewerage 
disposal problems in Israel. 


| Menem dev pepe trainers. 


OD .dck 


| Cotton saw gin specialist... a 


Advisory and technical services| 
for production pharmaceuticals 
to Ulagay, Istanbul. 


Exploratory drilling of coal deposit__ 

Aerial survey... 

General engineering adv isory serv- 
ices on FOA-financed industrial 
projects for industries in For- 
mosa. 

Design, procurement, installation, 


and initial operation of 40,000 | 


kilowatt thermal power generat- 
ing unit at Kaoshiung. 

Erection of telecommunications 
equipment. 


Hawachon power development. .--| 


Aerial delineation of iron ore de- 
posit 


Angola-Mo- 


} 
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D. List of FOA-financed industrial technical assistance contracts with American 
commercial organizations—Noie in operation in cooperating countries—Con. 


Dollar 
amount 
Region and country Contractor Nature of work (adjusted 
for amend- 
ment 


Q) : 3 4 


Latin America: | 
Brazil John R. McCormick Cotton garment engineer $4, 000 
Brazil/Chile J. Corson Ellis, partner of | Management consultant. -- | 5, 000 
A. Kearney & Co 
ids 7 ...---| John A, Patton, president, | Industrial methods survey 5, 000 
Patton Management 
Engineers. 
Angelo Falone_.-.... Wool garment production mana- 7, 000 
| ger 
Methods Engineering Co Engineering consultants (2) 
| Patton Management En- | do... ‘ @) 
| gineers, 
| Wolf Management Engi- ea ( 
neering Co. | 
Regiona]: Latin Amer- | Barnes Textile Associates, | Open-end contract for consultant 
ica. Ine. services in fields of industrial 
| engineering, production plan 
ning, management, and person- 
nel administration, marketing, 
private investment, applied re- 
search, manual] industrial and 
related fields. Services to be 
performed pursuant to written 
work assignments issued by 
FOA/ILTAA, 
Brazil] and Chile_.......| Thomas M. Brennan To make survey of the problems 
| of manufacturers’ associations in 
Brazil and Chile. 
Regional: Latin Amer- | S. J. Capelin Associates Open-end contract for consultant 
ica. services in fields of industrial 
engineering, production plan- 
ning, management and person- | 
nel administration and market- 
ing. Services to be performed 
pursuant to written work as 
signments issued by FOA 
ITAA, 
A. T. Kearney & Com- do 
pany. 
Methods Engineering | Open-end contract for consultant 
Council. services in fields of industrial 
engineering, production plan- 
ning, Management and person- 
nel administration, marketing, 
private investment, applied re- 
search, manual industries and 
related fields. Services to be 
performed pursuant to written 
| work assignments. 
National Standards Coun- | Open-end contract for consultant 
cil, Inc. services in fields of industrial 
engineering, production plan- 
ning, Management and person- | 
nel administration and market- 
ing. Services to be performed 
pursuant to written work as- 
| signment issued by FOA/ITAA. 
Panama ‘ ...| Harry W. Paine Perform services as industrial 
| education specialist for the 
institute’s cooperative educa- 
tion program in Panama or 
other posts subsequently desig- 
nated. ' 


1 Not available. 

§ Fee not to exceed $100 per day, plus reimbursement for specified costs. 

4 $50 per day plus per diemrin lieu of subsistence and specified costs. 

4 Fee not to exceed $60 per day, plus reimbursement for specified costs. 

‘Salary at 2d step of class 4 of point 4 salary schedule, plus allowances and specified costs. 
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D. List of FOA-financed industrial technical assistance contracts with American 
commercial organizations—Now in operation in cooperating countries—Con. 


Dollar 


amount 
Region and country Contractor Nature of work (adjusted 


for amend- 
ment) 


(1) (2) (3) (4) 


Latin America—Continued 
Regional: Latin Amer- John A. Patton, Manage- | Open-end contract for consultant 0) 
ica. | ment Engineers, Inc. | services in fields of industrial 

| engineering, production plan- | 
| ning, management and person- 
} nel administration and market- 
ing. Services to be performed 
pursuant to written work assign- 
| ment issued by FOA/ITAA. | 
| Edmund A. Pratt, con- | Open-end contracts for consultant | 
sulting engineer. services in fields of industrial | 
engineering, production plan- | 
ning, Management and person- 
nel administration, marketing, 
private investment, applied 
research, manual industries and 
related fields. Services to be 
performed pursuant to written | 
' work assignment issued by 

FOA/IIAA. 
Wolf Management Engi- | Open-end contract for consultant 
neering Co. services in fields of industrial 
engineering, production plan- 
ning, management and person- 
nel administration and market- | 
ing. Services to be performed 
pursuant to written work assign- | 
ment issued by FOA/ITAA, 
| 





* Fee not to.exceed $100 per day for services of full-time consultants, plus reimbursement for specified vosts. 


E. List of FOA-financed industrial technical assistance contracts with American 
commercial organizations—planned or in negotialion 


Estimated 
Region and country | Contractor j Nature of work dollar 


amount 
(1) ; (3) 


Europe: | 
Belgium. ‘ Joseph D. Hanley Labor consultant 
| Robert Lee Thompson Shoe consultant 
Not available - -- do 
Denmark __-_ ..| CIPM. Marketing-and distribution _ 
Louis P. Corbetta Building and construction con- 
sultants. 
Not available _ -- Military packaging expert 
do-__. Management consultant _-_-_- 
France ; | ae Building construction consultant 
do Cost accounting and budgetary 
control. 
tlie: « aisitnciinsd oie Cotton textile consultants. --......| 
Italy -..- a-.---------| John Ames ..| Production specialist 
Osmero Bartelli ; Labor adviser 
Clay Ballinger -- Management specialist 
| Gustave Berger _ - | Training specialist _ .- 
Lewis J. Cadwallader. Industrial engineer 
Harry C. Keen Training specialist ___ 
Geo. H. Moriarty Industrial engineer _ 
Dennis O’ Connor : Foundry consultant 
Joseph Prendergast.......| Industrial specialist. 
| Rae A. Riggs____- | Training specialist ___ 
| Almando Vezzani- | do- sL ‘ 


See footnote at end of table, 
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Region and country Contractor 


(1) 


Europe—C ontinued | 
Italy—Continued C. H. Williams 


Zengel 


Philip Young 
Laird J 
Not available 
do 
do 
do 
do 
}_....do 
we do 
Netherlands... ..| CIPM 
Not available 
} ao 
Norway C. W. Smith Engineering 
Co 


8. G. Yulke Co 
Not availabk 


| ao 
| ao 
Yugoslavia do 
do 
do 
Regional (OEEC)_. do 
| do 
do 
do 
do 
do 
do 
do 
do 
Near East, South Asia, and 
Africa: | 
Angola (Portugal) _- | World 
ants, 
Kevpt. . | A. D. Little_. 
Gold Coast (United |...- do 
Kingdom). 
ead I. T. and T 
PNR Crd cake ncdaaece Not available 
| ants. 
IRS oyurodeicithn cers Not available 
6 catenin seorneaeicieiae 
a ee cock ; ‘ 
Lebanon__---_-_- _.| Morris & Van Wormer 
Nigeria (United King- | Not available 
dom), 
Somaliland (Italy)......|.....do aah 
Turkey Anderson -Nichols 


| CIPM 


| do 
| do 
do 
Far East: 
China (Formosa) - ‘ do 
Indonesia... saaeal do 
| do 
} do 
Korea__. s Pacific Bechtel Corp 
Thailand. Not available 
Latin America: 
Chile. _.. A do 
Mexico do 
Nicaragua s ‘ do 


1 Not available. 


commercial organizations- 


World Mining Consult- 


Lougee & Co 


| Dr. Edward Steidle 
| Not available 


Nature of work 





(3) 


Industrial engineer 

do 

do 
Training specialist 
Marketing specialist 
Accounting specialist 
Steel industry 
Iron and steel foundries. 
Accounting specialist 
Military packaging expert 
Advanced management (raining 
Military packaging exper 
Foundry consultant 
Management engineering 





do 
Foundry consultant 
Trade union 
Military packaging 
Farm machinery production spe 
cialist 
Marketing seminar 
Refrigeration specialist 
Cost accounting and budgetary 
control 
Foreman training 
Industrial engineering 
Production planning and control 
Retail store merchandising 
Statistical quality control 
raining techniques 
Visual aids specialist 
Warehousing and wholesaling 


Development underground water 
resources in Angola 

Industrial project studies_.. 

Investment survey._........-. slese 


Telecommunications__-...........- 

Roads research coordination 

Well-drilling tool manufacturing 
consultation. 

en an cehomgannil 

General engineering advisory 
services to the Iran develop- 
ment program. 

Industrial survey.................- 

Industrial Institute aehlatedietoaaie : 

ita ienneirac aeibics 


Development economist........... 

Railway office procedures 

Management seminars 

Improvement management and 
operation of power production 
facilities. 

Mine engineering consultant 

| Industrial managment seminar 

Smokeless powder consultant 

Technical training and education 
program. 

Meatpacking consultant 


Fertilizer plant 

Ground aircraft training program 

Naval Architect 

Rubber specialist 

Thermal plants 

Small scale and cottage industry 
survey specialist. 


Management association expert 
Application of industrial research 
Port authority - s 


Continued 










BE. List of FOA-financed industrial technical assistance contracts with American 
-Planned or in negotiation- 


Estimated 
dollar 


amount 
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F. List of FOa-pnanced public administration technical assistance contracts 
with American commercial organizations—Now in operation in cooperating 
countries 











Dollar 
| amount 
Region and country Contractor Nature of work (adjusted 
| | for amend- 
ments) 
(1) (2) | (3) (4) 
Europe: None. | 
Near East, South Asia, and |__-- a ai . ped Tae Se ilies baa plik oe eka ldbie aw Se 
Africa: None. | | 
Far East: | | 
Formosa... . - - -- Past, Marwick, & Mitch- | Public corporation accounting-__-- 100, 000 
ell. 
Public Administration | Financial and personnel adminis- | 80, 000 
Service. tration. 
Philippines... Louis J. Kroeger & Asso- | Position classification and public 307, 250 
| _ Clates. | _ Service. | 
Thailand. -_-_- : Howell & Co Tax administration... ...........-- 45, 000 
Latin America: None Se baneseledlscowsednéavassachen Gdbnnsbbdeleke bi ddbeatedaiink 








G. List of FOA-financed public administration technical assistance contracts 
with American commercial organizations—planned or in negotiation 





Latin America: None. 


| Estimated 
Region and country Contractor Nature of work | dollar 
amount 
(1) (2) (3) | 4) 
Europe: None. 
Near East, South Asia, and 
Africa: None. | 
Far East: 
Philippines ___---.-- es antabpletveesead Budget and accounting- -_..._._- | 150, 000 





H. List of FOA-financed transportation technical assistance contracts with 
American commercial organizations—Now in operation in cooperating 
countries 


Dollar 
amount 
Region and country Contractor Nature of work (adjusted 
| | for amend- 
| ment) 
(1) (2) (3) (4) 
Europe: None aie Bass Set ae sea cc a ae cee 
Near East, South Asia, and | 
Africa: | | 
Shin 5, ccdwiitsimesials ...| Edwards, Kelsey & Beck..| Road construction and improve- $428, 000 
| ont eee. 
ne .....-.-| Anderson Nichols Co.....| Rail shop production.__...___. 266, 000 
) CSE ees. LL aceuuses | Railroad job classification and 80, 000 
| evaluation. 
ee a ; | Ports reorganization --......-..--- 105, 000 
| — Railway Signal | Railroad dispatch survey ---....-... 11, 200 
0. 
War. Tagt: Mem ns.~ 5.2 <sino | peed CPE dy idccwass <qhnaincaesd eee cena apes che. Pals Jenance 
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I. List of FOA-financed transportation technical assistance contracts with Amer- 
ican commercial organizations—Planned or in negotiation 





Region and country Contractor Nature of work dollar 


amount 


(3) |  @) 


(1) 





| Estimated 
| 
| 


Europe: None. padilind elena hii siete = 

Near East, South Asia, and | “Anderson, Nichols Co. | Office procedures for railway $19, 375 
Africa: Turkey. system. | 

Far East: Philippine Is- | Not available.............| Survey of transportation through- | Not avail- 
lands. | | _ out islands. able. 

Bae mee ; es Supervise purchase of materials ice 

| and planning fabrication of 20- 

inch dredge in Manila shipyard. 
Latin America: None... 


Part III 


J. List of FOA-financed technical cooperation contracts with universities—Now 
in rene in cooperating countries 


Dollar 
amount 
Region and country | Contractor Nature of work (adjusted 
for amend- 
ment) 


(i) (3) (4) 


Europe: Yugoslavia ie mn University. Assist Ljubljana, Saravejo, Sko- $106, 000 
plje, and Novi Sad Universities 
to establish and conduct Eng- 
lish-language training at these 
institutions. 
Assistance in establishing and 
conducting English-language 
training institutes at Beograd | 
and Zagreb Universities. 
Near East, South Asia, and 
Africa: | 
Afghanistan ly iversity | To develop and participate in 
training programs of the Gov- 
ernment of Afghanistan in agri- 
culture, engineering, education, 
and other fields, providing tech- | 
nicians and $15,000 worth of | 
equipment. 
| Oklahoma A. and M Toestablish and develop anagricul- 885, 368 
turaland mechanical arts college 
of Ethiopia, and secondary level | 
vocational schools in agriculture | 
and mechanical] arts, etc. 
| University of Illinois | Assistance in strengthening and 
expanding teaching facilities at 
Allahabad Argiculture Insti- 
tute. 
University of Wisconsin...| Assistance to Bengal Engineering 
College, Indian Institute of 
Science, and others in strength- | 
ening and expanding teaching 
facilities in engineering and 
related fields, providing faculty 
and equipment to an approxi- 
mate value of $72,000. 
University of Illinois Assistance to India Institute of 
Technology at Kharagpur in 
improving, strengthening, and 
expanding the p a in engi- 
neering and rela elds. 
Tran. ...............-.-.| Brigham Young Univer- | To assist Rural Ecidieeeent 
sity. Board of Iran in improving | 
secondary education system. 
University of Syracuse ._..| To assist Government of Iran | 
| National Teacher Training 
School in information and edu- 
cation on audiovisual aid tech- 
niques, to inform people of easier, | 
more efficient methods of food | 
production and health mainte- 
nance. 
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J. List of FOA-financed technical cooperation contracts with universities—Now 
in operation in cooperating countries—Continued 


Region and country 





Near East, South Asia, and 
Africa—Continued: | 
Iran—Continued 
College. 


ae Univ pity of Arizona. ----| 


Contractor 


(2) 


University of Utah 


Bradley University 


Liberia ; Cornell University. 


Turkey-__..... ..| Georgetown University 


American 
| Beirut. 


Near Fast: Regional 


do_. 


do. 


do... 


.do 





University of 


Utah State Agricultural | 





Nature of work 


Assistance to Rural Development 


Board of Iran in tying agricul- 
ture into rural development 
program. 


Assistance to Rural Development 


Board of Lran in providing tech- | 


nical advice and assistance to | 


Iran communities in food and 
health improvement. 


Assistance to Government of Iraq 


to develop Abu Ghraib Agricul- 
tural College toward university 
level. Includes approximately 
$25,000 demonstrating equip- 
ment. 


Assistance to Government of Iraq 


Ministry of Education to estab- 
lish and develop technical insti- 
tute to teach trades, such as auto 
mechanics, carpentry, machin- 
ery, electricity, graphic arts, etc. 


To assist Joint Commission of Li- 


beria in codification of present 


laws, and training of Liberians | 
in use of codification system and | 


to keep law up to date in sys- 
tematic method as new laws are 
enacted. 


To establish a training program for 


teachers who teach English at 
the Ankara Institute of Turkey. 
To conduct 2 summer institutes of 
8 weeks each to train teachers 
from Near East, South Asia, and 
African countries in both rural 


and urban elementary educa- | 


tion teaching methods. 

To establish, plan, direct, and 
administer regional school of 
agriculture for the Near East at 


college level a. American Uni- | 


versity of Beirut. 


| To train 260 students per year 








from Near East, South Asian, 


and African countries at under- | 


graduate level in agriculture, 
education, engineering, public 
administration, ete., and to im- 
prove teaching in these respec- 
tive fields. In addition to 
faculty, approximate value of 
supplies and equipment, $180,- 
000, and faculty scholarships in 
United States to $30,000, are 
included. 


To streng.hen and extend depart- 


ment of preventive medicine 
and public health in school of 


medicine at American Univer- | 


sity of Beirut. Amount in- 
cludes $30,000 for 6 faculty schol- 
arships in United States, sup- 
plies and equipment to $245,000, 
and additional faculty. 


| To train approximately 200 Mid- 


dle Festern an’ Africa) trainees 
to become technicians in fields 
of public health, agriculture, 
public administration, and en- 
gineering. 


Dollar 
amount 
(adjusted 
for amend- 

ment) J 


"_ 
(4) 


$611, 072 


438, 000 


155, 000 


250, 000 


62, 000 


64, 500 


40, 000 


116, 000 


612, 636 


436, 920 


686, 000 
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J. List of FOA-financed technical cooperation contracts with universities—Now 
in operation in cooperating countries—Continued 


Dollar 
amount 
(adjusted 
for amend- 
} ment 


Region and country, Contractor Nature of work 


Far East: 
Burma 


China (Formosa) 


Philippines - . 


Thailand. --- 


Latin America 
Brazil _- 


Colombia... - 


| Cornell University 





Cornell University 


Massachusetts Institute of | 
Technology. 


Pennsylvania State 


Purdue University 


University of Iowa, Iowa 
Institute of Hydraulic 
Research. | 

University of Michigan - 


Stanford University --_- 


Washington University of 
St. Louis. 


Michigan State College of 
Agriculture and Ap- 
plied Sciences éilitia 


Purdue University -. 

Michigan State College of 
Agriculture and Ap- 
plied Sciences. 


University of Arkansas 





Harvard University. 


Assistance to 


Planning in fuller utilization of 


aerial photography in economic | 


development activities 
Assistance in rehabilitation and 


expansion of engineering teach- | 


ing and research at University 
of Raagoon 

Assistance in establishment of de 
partment of industrial educa- 


tion for training vocational teach- | 


ers at Taiwan Teachers College. 
Assistance in strengthening edu- 

cation-engineering at Taiwan 

College of Engineering. 


Assist in rehabilitation and ex- | 


pansion of College of Agriculture 


of University of Philippines, and | 


advice and assistance with 
teaching, research, etc 

Assist in establishing a hydraulics 
laboratory at University of Phil- 
ippines. 


Assistance in establishing and | 
developing Institute of Public | 


Administration at University of 
Philippines 


Assistance in-improving Colleges | 
of Engineering, Education, and | 


Business Administration, and 


improvement of libraries and | 


laboratories generally at Uni- 
versity of Philippines. 


Assistance in improvement of | 


medical and nursing education 


at Siriraj Medical and Nursing | 
School, and Chulalongkorn Hos- | 
pital Medical and Nursing | 


School. 


Assistance to University of Sao 


Paulo and the Getulio Vargas | 


Foundation in Business Ad- 
ministration 

Assistance to Rural University of 
Minas Gerais for Agriculture 
and Home Economics 


Assistance to 2 schools of the | 


National University of Colom- 


bia in agriculture, forestry, and | 


related fields 


| Assistance to the National Insti- | 


tute of Agriculture and Home 
Economics of Panama 
Assistance to field party of the 
Institute of Inter American Af- 
fairsin Peru, Division of Health, 
Welfare, and Housing in field of 
health—nutrition. 


Government of | 
Burma Ministry of National | 


(4 


$100, 000 


100, 000 


500, 000 


193, 916 


88, 600 


413, 000 


444, 000 


17, 000 
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K. List of FOA-financed technical cooperation contracts with universities— 
Planned or in wagetienen 


Region and country 


(1) 


Contractor 


Near East, South Asia, and 
Africa: 


Afghanistan 


British Somaliland 
Egypt 

Iran 

Israel 


Pakistan 


Turkey 


Far East: 
China (Formosa) 
Indochina 
Indonesia 


Korea....-- 


Thailand -.. 


Indonesia 
Latin America: 

Bolivia .- 

Brazil 

British Guiana.. 

Chile. ._. 


Colombia 

Costa Rica 
Nicaragua... 
Dominican Republic... 
Ecuador ....-_- 
Haiti 

Mexico 


Panama 


Paraguay 
Uruguay 


1 Not available. 


Teachers College, 


bia University. 


.| Not available 


..do. 
do 


| University of the State of 


New York Agric ultural | 

and Technical Institute. 
Not available __- 
Washington State Colle ge 


Colorado A. and M-... 
Texas A. and M.... 


| Not available 


University of Pennsyl- 
vania, Wharton School 
of Business Administra- 
tion 

Not available--.- 


U niversity of California. 
Tuskegee Institute 
University of Minnesota 


California Polytechnic 
College. 

Oregon State College__---- 

Not available- ah 

Indiana University 

Tuskegee Institute_- 


| Not available... 


elcid 
University of Ms aryland 
Not available... 


\University of Florida 


Not available. -- 
do. 
do_. 


| University of Michigan. _- 


Texas A. and M- 


| Not available... 


Colum- | 


| Agriculture and education... | 
Agriculture, 


| Estimated 
dollar 
amount 


Nature of work 


Education 


Agriculture 


| Public health and agriculture... 


Public administration 
Agriculture... .....- t 


| 


public 


public 


engineering, 
administration. 
Agriculture, engineering, 
administration. 
Agriculture, engineering, 
tion, business administration. 
Public health. __ : : ; 
Public administration -.-. -- “= 


| 

| 
educa- | 
| 
| 
i 
| 


Veterinary 
mining. 


medicine, medicine, 


Agriculture - -. ; 

Vocational agriculture 

Medicine 

Vocational education 

Agriculture, medicine, engineer- 
ing, public administration. 

Vocational education. __- 


Agriculture, education 
Engineering 

Public administration 
Vocational Education 


.| Business administration 
| Engineering _. 


Agriculture and engineering. ack 

Business administration and med- 
icine. 

Medical education 

Agriculture 


Rural education ‘ 
Medical education, nee ; 
Rural education 7 : 
Vocational education 

Agriculture 


| Rural education 


Agriculture 
Public administration, medicine, 
and agriculture. 
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L. List of FOA-financed contracts for escapee program with voluntary and non- 
projsit organization—Now in operation in cooperating countries * 


KEY TO ABBREVIATIONS 


AAI—International Aid Administration 
AFCR—American Fund for Czech Refugees 


AFRF—American Friends for Russian Freedom 
Committee 


AJDC—American Joint Distribution 
APWR—American Polish War Relief 


CARE—Committee for American Remittances to 


Everywhere 
C. and M.—Care and maintenance 
EA—Not available 
GRCO—Greek Red Cross 
HIAS—Hebrew Immigrant Aid Society 
ICEM—International Committee for 
Migration 


Region and country Contractor 


(1) 


Europe: 


Austria... AFCR 


European 


IRC 
Iss 
LWF 
NCWC 
ORT 


International Red Cross 
International Social Service 
Lutheran World Federation 

National Catholic Welfare Conference 
Organization for Rehabilitation and Training 

RSC—Refugee Service Committee 
TF—Tolstoy Foundation 
TMYC—Turkiye Multaci Yardim Cemiyeti 
UUARC—United Ukranian American Relief Com 

mittee 

WCC—World Council of Churches 
YMCA/YWCA—Young Men’s Christian 

tion and Young Women’s Christian 


A ssocia- 


Association 


Dollar 
amount 
(adjusted 
for amend- 
ment) 


Nature of work 


(4 


Resettlement counseling 


|} Visa procurement 


| Austrian Govern- | 
ment. 
AJDC. 


United States Escapee Center at Wels 


Medical and health services 
Visa procurement. 
Counseling project - 
Language courses 

Camp workshop project 
Visa procurement- 
Migration counseling 
Administration and counseling 
Counseling and resettlement 
Administration office 

Visa procurement 


| Medical and health services 
| Children’s center 


Shoe repair and instruction 
Commercial and industrial laundry 


| Liaison and counseling 


| Language instruction 


| Visa opportunity 


Office, USEP Center 

Sewing and tailor repairing and training 

Escapee recreation center and agricultural 
project. 

search and migration 

counseling. 


| Refugee apprentice project, Salesian 
| Counseling; Russian eligibility 


Medical and health services 


| Visa procurement 


Agricultural reception and training cen- 
ter/British Zone. 


| Resettlement counseling 


ORT (interna- 
tional). | 
| YMCA/YWCA | 
(international). | 


| Dr. Gertrude | 
| Praxmayr. 
| APOR ss sessecssat 


Kindergarten at Glasenbach. -..- 
Vocational training Rt 

Camp Glasenbach workshop. - 

Recreation program at Camp Glasenbach 
Orientation, visual aid for resettlement 
Language courses in Camp Glasenbach-_-- 
Legal assistance 


Counseling (salaries, international 
sonnel). 
Counseling and visa costs_. 


per- 


| General C. and M 


AFRF 


C, and M., (transient center for escapees in 
Munich). 

Counseling 

Counseling 
sonnel). 

C. and M. (rehabilitation center for Rus- 
sian escapees at Kaiserslautern 

Salary for director at Kaiserslautern 

General C. and M_ 


(salaries, international per- 


, 800 


5, 952 


! This list excludes contracts solely for construction or for the furnishing of equipment and supplies, etc. 
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L. List of FOA-financed contracts for escapee program with voluntary and non- 
profit organization—Now in operation in cooperating countries—Continued 


Dollar 
amount 
(adjusted 
| for amend- 

ment) 


Region and country Contractor Nature of work 


1) (4) 


Europe—C ontinued 
Germany—Continued att . General C. and M-_. ‘ ahaidias 
Counseling 
Counseling (salaries, international per- 
sonnel) 
APWR Counseling and visa costs 
HIAS =e (salaries international person- 
nel) 
Counseling 
IRC Counseling at Valka 
| Counseling pialies 
Counseling (salaries international person- 
nel). 
General C, and M be cee 
C. and M. The. feeding at Valka 
Counseling drei apenas oie 
Counseling (salaries international person- | 
nel). 
Counseling at Valka 
General C. and M. at Berlin. 
General C. and M. at Valka 
Counseling et Berlin. _- 
General C, and M 
Counseling and visa costs 
Counseling (salaries, international per- | 
sonnel). 
C. and M. medical care 
C. and M. transient center at Berlin 
Ingolstadt Vocational Training School 
ORT Vocational training at Munich and Berlin | 
TF Counseling and. visa costs 
Counseling (salaries, international per- 
sonnel). 
Genera! C. and M. 
C. and M. rehabilitation center for Rus- | 
sian escapees at Munich. | 
C. and M. rehabilitation center for Rus- 
sian escapees at Munich—International. 
Counseling (salaries, international per- 
sonnel). 
Counseling and visa costs 
General C. and M 
wcc General C. and M. (combined WCC 
LWF). 
Counseling and visa costs 
Counseling (international personnel) 
YMCA Language training and reorientation 
do 
Regional for West Eu- | AFCR Visa documentation 
rope. 





Counseling _- 
do 
Inland transportation in Latin America 
Visa documentation 
Counseling 
Visa production 
Inland transportation in Latin America_ 
| APWR.__. Visa documentation __. 
! Counseling _. 
CARE id Farewell wallets -__- 
HIAS__. ..| Visa documentation... _- 
Counseling -_. Sicuiabvinal 
Visa production _. : 
Inland transportation in Latin America. 
ICEM...--.- Transportation babes 
kee - Visa documentation __. 
Counseling _. nike 
LWF... Visa production_. 
NCWC. Visa documentation __. 
Coumseling i 
Vocational training -._............-.- | 
Inland traasportation in Latin America. | 10, 000 
TP... ee Visa documentation | 4, 250 
Counseliig - | 14, 160 
| Inland transportation in Latin America. 1, 000 
UUARC..___....__| Visa documentation ake 3, 150 
Counseliag “ E 4, 000 
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L. List of FOA-financed contracts for escapee program with voluntary and non- 
profit organization—Now in operation in cooperating countries—Continued 


Region and country 


(1) 


Europe—Continued 
Regional for West Eu- | WCC 
rope—Continued | 


Italy AAT 


| AIDC 


APWR 


Trieste... .-| ISS 
| NCWC 


| YMCA/YWCA 


Near East, South Asia, and 
Africa: 


Greece GRC..... 


‘Turkey 


Far Fast: None... 
Latin America: Latin 
America: Regional. 





Contractor 


| Training for domestics - . 


Agency support 





Nature of work 


Visa documentation 


| Counseling 


Inland transportation in Latin America 
In camp assistance 

Maintenance vehicles 

Counseling. 

Medical 

Counseling -. 

Food 


| Counseling 


Medical. __ 
Child care__._. 
Training _- 
Counseling 
Medical. _. 
do - 
Post TB care 
Counseling 
Training _. 


| Manufacturing shirts and shorts. - 


Training -. 


| Language training —__..- 
Counseling 


Medical 

Counseling 

Counseling 

Health control center 
Instruction for illiterates 
Processing costs- 
Counseling 

Processing costs 


Counseling 


Medical prosthesis 


| Vocational training 


Processing costs_ 


| Counseling 


Language instruction 


| Orientation 


Medical supplies and services 


| Supplemental! feeding 


Registration and case history 
Registration 

Agency support_. 

Fuel and stoves 

Workshop at Lavrion 
Workshop at Syros 
Vocational training 

Clothing 

Recreation program 

Physical fitness 

Child care s 
Language training 

Visa production and documentation 
Agency support 

Agricultural training 

Legal adviser 


do ae tscikalaliaiaitbasume: 
Decontamination 
Agency support 
Counseling.........- 


Medical institutional. _- 
Administrative. 
Counseling 


| Vocational training... 


Language training-_. 
nines 





Dollar 
amount 
(adjusted 
| for amend- 
ment) 


(4) 


$1, 500 
6, 500 
14, 000 
33, 521 
400 
5, 174 
3, 200 
6, 240 
. 275 
5, 603 
, 100 
160 

, 088 
, 524 
2, 550 
, 775 
750 

, 744 
5, 009 
2, 400 
3, 700 
, 048 
651 
, 840 
2, 400 
440 

8, 400 
380 
800 

», 000 
5, 000 
, 000 
2, 700 
, 000 
5, 000 
), 000 
962 

3, 200 
2, 400 


' This list excludes contracts solely for construction or for the furnishing of equipment and supplies, etc. 


45700—54——-23 
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M. List of FUA-financed contracts for escapee program with voluntary and 
nonprofit organizations—planned or in negotiation * 


KEY TO ABBREVIATIONS 


AAI—International Aid Administration IRC—International Red Cross 
AFCR—American Fund for Czech Refugees ISS—International Social Service 
AFRF—American Friends for Russian Freedom LW F—Lutheran World Federation 
AJDC—American Joint Distribution Committee NCWC—National Catholic Welfare Conference 
APW R—American Polish War Relief ORT—Organization for Rehabilitation and Training 
CARE—Committee for American Remittances to RSC—Refugee Service Committee 
Everywhere TF—Tolstoy Foundation 
C. & M.—Care and maintenance TMYC—Turkiye Multaci Yardim Cemiyeti 
EA—Not available UUARC—United Ukranian American Relief Com- 
GRC—Greek Red Cross mittee 
HIAS—Hebrew Immigrant Aid Society WCC—World Council of Churches 
ICEM—International Committee for European YMCA/YWCA—Young Men’s Christian Associa- 
Migration tion and Young Women’s Christian Association 


Dollar 

amount 
Region and country Contractor Nature of work (adjusted 
for amend 

ment) 





Europe: 
Se AFCR -.---| Resettlement counseling 7 ; 
| Visa processing and documentation 
AJDC_...- | Medical and health services 
Language instruction in Jewish camps 
| Visa processing and documentation 
| Resettlement counseling 
| Visa processing and documentation 
| Resettlement counseling 
do ae 
do ee 
Medical and helth services | 
Wels Center agricultural and recreational 
activity. 
Children’s Center Wels 
Shoe repair and training, Wels 
Language instructions_. 
| Sewing and tailoring _- 
| Visa processing and documentation 
| Wels Center, liaison and project supervi- 
} sion. 
| Resettlement counseling 
Vocational training 
Counseling for Russian eligibles 
Resettlement counseling 
British zone training and reception center 
Medical and health services 
Visa processing and documentation 
Resettlement counseling gis 
Camp Glasenhach, liaison service. _- 
| Camp Glasenbach, garden project_. 
TMCs....uas | Children’s summ er camp-.--- 
Orientation, visual] aid for resettlement_- 
| All agencies__.....| Care of aged ani infirmed . 
IN cn ccccenimanten AFRF .--.-.--| C.and M. transient center for escapees in 
Munich. 
Move of Munich office- 
All agencies_ -. Local integration: 
(a) Housing assistance 
(6) Furniture 
(c) Tool purchases 
(¢) Employment placement 
Europe: Regional AFCR....._......| Counseling - 
Resettlement (visa production) 
APWR...........| Counseling 
HIAS | Visa production. 
NCWC._._.___...| Visa documentation. _ 
oe cesta ..| Counseling 
| Visa documentation 
UUARC .........| Resettlement (visa production) 2 
All agencies.......| Establishment in Latin America (resettle- | 
| ment). 
Local integration, institution cases. - - 
Trieste NCWC Rest cure for convalescents.- 


mr eS 


ono 


tr 


~ 
NOWFN S&S 


we. 


a nt fe 
NPP EE AAPLN KASS 


896 


1 This list excludes contracts solely for construction or for the furnishing of equipment and supplies, etc. 
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M. List of FOA-financed contracts for escapee program with voluntary and 
nonprofit organizations—planned or in negotiation—Continued 


Dollarf! 

umount 

Region and country Contractor Nature of work idjusted 
d- 

nd 


Near East, South Asia, and indicia Dental services 
Africa: Greece. Medical services 

Supplemental feeding 
Sewage maintenance and repair - 
Local integration _. 
Visa production and documentation 
Special cases. . 
Vocational training-..... 

Far East: None 

Latin America: None 


N. List of FOA-financed public health technical assistance contracts with volun- 
tary and nonprofsit organizations—planned or in negotiation 


Estimated 
Region and country Contractor Nature of work dollar 
} amount 


(1) (2) (3 4 


| ecee | nee eee 


Europe: Regional Europe...| Not available... Postgraduate training of European 
M. D.’s in United States medi 
cal schools 

Near East, South Asia, and | 

Africa: None 
Far East: None- genus 
Latin America: None... -. 
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O. List of FOA-financed contracts for miscellaneous technical assistance with 
voluntary and nonprofit organizations—Now in operation in cooperating 


countries 


Region and country 


Europe: 
Belgium 


Regional __- 


Near East, South Asia, and 


Africa: 
Afghan’stan 


Ethiopia 
Freece 


India__ 


Iran -..- 
Iraq... 
Far East: Burma 


Latin America: 
i Racncncscnencndal 


Regional 


In“ernational 


| Armour Research 


| Public 


Contractor 


| International Institute of 


Administrative 
Sciences. 


Freedom Fund, Inc__.-.-..-} 


Assistance Foundation. 
Public Administration 
Service. 


do 


| American Friends Service | 


Committee. 
National 
Sciences. 
Foun- 
dation. 
Near East Foundation_ 
do 


In‘erational Voluntary -. 


Services, Inc. 


| Armour Research Found- 


ation. 


Administration 
Service. 


Rene d’Harnoncourt, Di- 
rector, Museum of 
Modern Art. 


The Museum of Modern 


Art. 


| Stanford Research Insti- 


tute. 
do sis 
Puerto Rico Planning 
Board. 


Sidney 8. Haimes---..-.-.- 


Stanford Research Insti- | 


1 Not available ($50 per day). 
2 $100 per day. 


Technical 


Academy of | 


Nature of work 


(3) 


Preparation study on European 
Bank for Cooperatives. 


Recruitment of vocational educa- 
tional teachers. 

Organization and 
various ministries. 

Survey of budget and accounting 
methods. 

Rural community development. . 


methods of 


Engineering surveys 
Foundry expert............- 


Rural community development. 
do 


Industrial Research Institute 


Three projects: 

1. Federal personnel. 

2. State personnel. 

3. Organization and methods. 
Cottage industry survey 


Individual 
Industrial investment 


Industrial development man"al 

| To carry out in Puerto Ricoa 

| training program in the field of 

audiovisual techniquest for ap- 
proximately 20 Latin-American 
specialists in that field. 

| Furnish services to IIAA as re- 

| quested in preparing exhibits 
and other graphic arts presenta- 
tions. 

Preparation of manual to provide 
ILAA with practical guides for 
planning and conducting pro- 
grams of technical assistance in 
industry. 

| Open-end contract for consultant 

services in fields of industrial en- 

gineering, production planning; 
management and personne] ad- 
ministration; marketing, pri- 
vate investment, applied re- 
search, manual industries and 
related fields. Services to be 
performed pursuant to written 
work assignments issued by 
FOA/TIAA, 





Publication of teehnieal journal. _- 





Dollar 
amount 
(adjusted 
for amend- 
ments) 


(4) 


$10, 000 


95, 930 


26, 000 
50, 000 
50, 000 
375, 000 
35, 000 
95, 000 
615, 000 
556, 000 
140, 000 


195, 000 


100, 000 
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P. List of FOA-financed contracts for miscellaneous technical assistance with 
voluntary and nonprofit organizations—planned Or in negotiation 


Region and country | Contractor Nature of work 


(1) (2) 


Europe: None 
Near East, South Asia, and 
Africa 
Israel Stanford Research Insti- | Industrial audit 
tute. 
Pakistan___. Armour Research Foun- | Refractories expert. 
dation. 
do . Machine-tool expert 
Far East: None s 
Latin America: None 


1 Not available. 


Mr. Strassen. I will just comment, now, that you will find that 
many of the outstanding universities and the leading volunteer and 
charitable organizations, and many of the most experienced private 
organizations, are in these contracts at the present time. 

Mr. Javits. Does that represent a change from the previous admin- 
istration ¢ 

Mr. Strassen. It is a change of emphasis. It is not a change of 
technique. We have turned to a greater use of both volunteer or- 
ganizations and universities for a number of reasons. One is that we 
feel there is a greater prospect of a continuation in the country of the 
kind of technical services that we are building up, if we have an 
institutional relationship. 

In other words, if an institution in a country adopts a sister rela- 
tionship to an American university or college, we feel there is an 
immediate result which is desirable and there is a greater prospect 
that you have established something permanent that goes on even 
beyond these governmental programs. 

Mr. JAVITS, Would the Secretary be good enough to give us the 
comparison for the 2 last years of the preceding administration and 
the first 2 years of this administration, by the same categories, so 
that we can see to what extent this process has been accelerated ? 

Mr. Strassen. We will. We will give you ve three classes of con- 
tracts for the previous year and the cur rent yea 

Mr. Javits. Isn’t it a fact that American sresipdibk including trade 
unions, and farm organizations, carry on a considerable amount of 
technical assistance, certainly often ancillary to its investment over- 
seas ¢ 

Mr. Strassen. That is correct, and that is an additional reason why 
our organization has been on a worldwide basis encouraging, foster- 
ing, and stimulating United States private investment overseas. A 
capital investment invariably carries with it technical know-how, a 
desire to teach the people in the area where the investment is placed, 
and when conducted with a proper social consciousness—it is not an 
exploitation approach—it can be a very important added factor in 
the advance of less-developed peoples. 

Mr. Javits. Can you give us, Governor, any monetary estimate 
comparable to the request of FOA for technical assistance, as to 
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what is being done in this field by American private agencies, includ- 
ing business and industry, or what is contemplated for the same 
period ¢ 

Mr. Strassen. It is very difficult to give a dollar estimate. We do 
know that approximately three-quarters to 1 billion dollars of new 
private capital will be invested overseas during the year. Now, what 
part of that could have a technical development phase to it is quite a 
matter of speculation. We do know, for example, that—say the 
Sears, Roebuck stores down in Latin America do a great amount of 
teaching the people the clerical skills, the sales skills, and also minor 
manufacturing skills, how to make things, how to teach people to 
make things, and there is quite a program that fans out from that. 
How you would relate the amount of it in any real estimate is quite 
difficult, other than to say that it is very substantial and expanding. 

Mr. Javrrs. Mr. Chairman, I have a considerable number of ques- 
tions. I have already taken 5 minutes. May I now pass and be re- 
turned to? 

Chairman CurrerFreLD. Mrs. Kelly. 

Mrs. Ketty. Thank you, Mr. Chairman. 

Mr. Secretary, I am sorry I wasn’t here at the opening of the hear- 
ing, but I was traveling around in the air over Washington, so if my 
question has been asked, please do not hesitate to interrupt me. 

How much of the unexpended balance is earmarked for offshore 
procurement ? 

Mr. Strassen. The unexpended balance, worldwide, of all programs, 
how much is earmarked for offshore procurement ? 

Mrs. Kerry. Yes. 

Mr. Srassen. What would that figure be, General ? 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, UNITED STATES 
ARMY, DIRECTOR, OFFICE OF MILITARY ASSISTANCE, DEPART- 
MENT OF DEFENSE 


General Stewart. It will be about $450 million as of June 30, 1954, 
in the military. 

Mr. Strassen. That is, a total of about $450 million of unobligated 
funds for offshore procurement. 

Mrs. Ketxiy. That is the unobligated ? 

Mr. Srassen. Yes. 

Mrs. Ketuy. What about the unexpended ? 

Mr. Srassen. Of the unexpended, there are in existence contracts 
for offshore procurement that have not yet been paid, of slightly under 
$2 billion. 

Mrs. Kertzy. How much have you planned in this program ? 

Mr. Strassen. The fiscal 1955 program is expected to amount to about 
$300 million. 

Chairman Currerrretp. Are there any other questions? 

Mr. Apatr. Governor, with reference to Indian technical and eco- 
nomic aid are the plans absolutely fixed or are they so drawn as to be 
flexible, in any way depending upon Mr. Nehru’s actions now and 
hereafter. 

Mr. Srassen. Of course, the United States Government always has 
control over its programs, and that is a continuing matter. At least, 
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there is a degree of flexibility right up to the time when you turn funds 
over, in payment of a completed item, 

Now, the degree of flexibility decreases as you work out specific proj- 
ect agreements and as you firm up details. The programs which we 
present to the Congress, as you know, are always illustrative. No other 
government has a contr: act. simply because Congress has concluded 
action. There is alw: ays that implementation of ‘the act. of Congress 
through the executive branch involved. 

Mr. Apar. The plans now laid out by you are not based upon Mr. 
Nehru’s political views as he expresses them, or his actions? 

Mr. Srassen. No, and that is a very important question. I would 
say this, in this matter of India: One of the greatest tragedies that 
could befall the United States would be if India went the w ay of Com- 
munist China. There are only 3 or 4 things that could happen around 
the world to major nations that would be worse to the United States 
than that. 

Now, I believe that we are well on the way in the success of our 
technical cooperation program and our economic program in India to 
prevent that from happening. I feel there is danger if we draw away, 
however. There is a continuing danger. 

In furthering that objective of the United States of doing what is 
within its proper power to see to it that India develops in a sound, 
economic way, and with internal-developing democracy and freedom 
and does not go the round of Communist totalitarianism, we do not 
have an easy course, or a course that is easy for individuals in our 
country to understand. It is not based upon a matter of whether we 
approve or disapprove of the the individual action of Nehru or others. 
It is much more far-reaching than that. In Asia in particular, and in 
the world to a lesser degree there are frequently circumstances of 
which we do not approve. We do not always approve of things that 
their leaders say or do. 

In some instances, which you will recall, there have been situations 
in which our country has been working toward certain objectives, 
where the country’s leaders have been toc anxious to be belligerent 
versus communism. Because of our concern that there not be an out- 
break of a third world war, we take the approach toward those leaders 
and those countries, as you know, that they should not take belligerent, 
provocative action that would open up a third world war. 

In other instances, there are leaders that we feel are not as aware 
as they should be of the dangers of communism and are too neutralist 
in their approach to it. 

Mr. Aparr. Would you put India in that latter category ? 

Mr. Strassen. That is correct. 

In neither case would it serve the United States interests to stop its 
own program of denying further advances to communism by the suc- 
cessful development of other countries. 

Now, India is an especially complex and difficult manifestation of 
that problem. If, because we did not like something Mr. Nehru said 
or did, we stopped our program, we would then make it more likely 
that communism would at some point take over India, and, as I say, 
that would be a tragedy, not alone for India but also for the United 
States. 

You will recall that in a very different way there were many who 
permitted their policy toward China, to be influenced by their opinion 
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of Chiang Kai-shek, and the degree to which our policy was influenced 
toward that great country by an opinion of what was then their leader, 
had a rather sad effec t upon United States policy. 

Now, the situation is different but the basic problem is the same. 
Likewise, we would not do in Asia only what Mr. Nehru feels we 
should do. We are proceeding to build the military strength of Pakis- 
tan under agreement consistent with their association with Turkey. 
Mr. Nehru feels as he has publicly expressed from his neutralist ap- 
proach to Asia, that that is very wrong for us to do, and, of course, 
in this matter of what is the activity of a neutral country, you have 
the matter of troops crossing the countries that have recently come up 
in this air flight situation. 

If a country wants to maintain strict neutrality, then there are many 
precedents in history that it stops the passage of troops over its 
borders. 

Now, we in the United States would feel in this fundamental strug- 
gle with communism that anyone who doesn’t help the side against 
communism is making a mistake. They in Asia feel that any remain- 
ing approach of what was former colonialism in Asia is a mistake, so 
they disagree with us on it. That disagreement and its manifesta- 
tion in instances like this air situation should not, I feel, divert us from 
what is our objective. Our objective is to help the people of India 
remain out of the Communist domination and to become a growing, 
strong part of the non-Communist world, and through that process 
to build their friendship. 

Mr. Aparr. And you feel, Governor, that the proposed program with 
respect to India, would accomplish or help to accomplish the goal 
that you have just laid out? 

Mr. Strassen. We not only feel it but we know it. We can observe 
the results right now. The people of India this year are better fed 
than the people of Communist China, and that is a very important 
thing. 

Mr. Apatr. Do the people of India know that? Does the man in the 
street know that ? 

Mr. Srassen. The knowledge of it is expanding in India at the 
present time. The people in India today are better fed than they have 
been for a generation. That is largely a result of their plans and our 
technical cooperation and economic assistance. 

Mr. Apair. So my final question then, Governor, is that your plans 
with respect to India were laid out without particular regard to Mr. 
Nehru’s political views, but rather with the view of furthering the 
long-term policies of the Foreign Operations Administration, and our 
Government generally ? 

Mr. Strassen. The foreign policy of the United States, that is right. 

Mr. Aparr. Thank you, “Mr. Chairman. 

Chairman CHrrerFteLp. Mr. Javits—— 

Mr. Javirs. I would like to follow up on this India question. 

There is going to be a great debate about India and I am with the 
administration on it. It is my deep conviction that we neither want 
to coddle Nehru in his neutralism or work against the people of In- 
dia. 

I believe we were so bewitched by Chiang Kai-shek’s anticommu- 
nism that we were too little aware of the fact that the Chinese people 





were being governed ineffectively by his government. We should not 
make the same mistake in India. I think people who feel the same as 
the administration does have been too quiet too long, and have let oppo- 
sition build up under the theory that we ought to exact sanctions on 
the Indian people because of Nehru’s attitude. I hope everyone will 
support the administration in what is an extremely constructive policy 
in terms of the security of our country, particularly in the opinion of 
those like myself who are firmly convinced that we must have a Pa- 
cific treaty organization of which India need be and must be a part. 

Now, turning back to our specific subject, would it be possible to get 
any survey of the technical assistance activities which are nongovern- 
mental, being pursued by American industry, colleges, and voluntary 
organizations—can we see the whole technical assistance picture plus 
Gover nment or is it impessible to amass those facts ? 

Mr. Strassen. It would be extremely difficult to amass all the facts 
and know that you had them all or substantially all. 

There could be, I think, a rather impressive amassing of partial 
facts. 

Mr. Javits. Would it be worth doing? 

Mr. Strassen. I think it would be. 

We could put one of our research people to work on the annual re- 
ports of these various foundations and corporations that we know are 
active overseas and assemble considerable information. 

Mr. Javits. Is there any effort to advise them upon the policies 
which they pursue? That is these nongovernmental people engaging 
in what !s in effect technical assistance, or to coordinate their activities 
either among themselves or with those in Government. 

Mr. Srassen. Yes. I think perhaps one of the important things 
we have done this last year, is to develop what might be called a series 
of concentric rings of coordination. Under President Eisenhower’s 
reorganization plan, one of the first steps, was to coordinate the things 
the United States was doing, itself, in a bilateral way, and in a gov- 
ernmental way. We have interrelated, I think in a significant way, 
the total United States program without subordinating technical co- 
operation to any other part of the program. The second step was to 
coordinate our rel: scr to the related U. N. activity. We held 
conferences at the United Nations and in the field, on a better coordi- 
nation of what the U. N. was doing and what the Organization of 
American States was doing and what we were doing. 

The third step was to coordinate with the various private founda- 
tions and charitable groups and voluntary groups of that kind. We 
have established an office for voluntary agencies in our organization 
which keeps constant liaison with them. ‘We have given instructions 
in the field to coordinate. It is a two-way flow. It is not only a 
matter of the private corporations. Frequently, we learn much from 
their experience and they learn from what we have done. Sometimes 
they have developed a better way to, we'll say, drill wells and estab- 
lish a village supply than our technicians have. Sometimes they come 
to us and say, “We are opening up villages in connection with our 
mining establishment. We are not able to establish water. How 
have you been able to do it?” 

Then our engineers help them. It is a flow of advice back and 
forth. We have rapidly developed both the atmosphere and reality 
of this kind of coordination. 
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We also have encouraged the University of Chicago through a pri- 

vate found: ition grant to do a survey of the place where technical 
assistance has been going on the longest and to do an analysis country 
by country of what is most effective and what fails, because we have 
failures, too, in the things we do. 

Mr. Javrrs. Does this request for authorization of 130 million, 
roughly, for technical assistance deny or cut out any request which 
you rwould otherwise pass, except th: at you don’t feel you want to ask 
for that much money ? 

Mr. Srassen. It screens out many instances of requests for what we 
call capital funds. Frequently, a technical development cannot be 
carried out without very substantial capital investment. We feel that 
it is desirable from an overall economic standpoint of the United States 
to go a bit more slowly in these situations. We try not to step up too 
fast, which would increase the possibility of mistakes and lead to a 
waste of funds, so we are not trying to fulfill all requests, particularly 
not those which have a substantial capital requirement along with the 
technical. 

Mr. Javrrs. Nevertheless, are you compelled to expunge such re- 
quests even though they are sound and not moving too fast, because 
you are unable to see how needed capital can be made available? 

Mr. Srasspn. I would say that what we are requesting is adequate 
to carry on a sound degree of progress. The requests we screen out 
are for projects which are not really soundly attainable. 

Mr. Javrrs. Are we to take it that all projects which are sound can 
be financed, either privately or otherwise ? 

Mr. Srassen. To the best of our judgment we have put together a 
combined program that takes in the sound and desirable projects for 
the year immediately ahead. 

Mr. Javrrs. Is there or is there not then a shortage of capital for 
sound and desirable projects for the year ahead, either from the public 
or private sector ? 

Mr. Srassen. I would say “No.” The greatest shortage is in tech- 
nically qualified people. ‘That is your restraint. 

Mr. Javits. I was coming to that. Is that shortage in our recruit- 
ment or is that shortage in the backup of indigenous technical per- 
sonnel in the countries in which the program is operating ? 

Mr. Srassen. It is both. It is difficult to recruit a sufficient number 
of United States personnel who have both the technical qualifications 
and the other characteristics, and especially the degree of knowledge to 
go into some of these difficult posts. 

Mr. Javirs. Did you recommend anything for training and orient- 
ing our technicians? I have put in a bill and there have been other 
recommendations for a technical service act ademy to train people in 
the language and the orientation and these special skills, in order to 
get the necessary job done on technical assistance. 

Mr. Srassen. We do not have in this program a distinct technical 
services academy. We are working out a contract with one American 
university on the east coast and one on the west coast to do that job. 

Mr. Javits. You feel special training is needed and that could ex- 
pand the program ? 

Mr. Srassen. That is right. 

Mr. Javrrs. The administration is now considering this as far as one 
can see ahead, a long-term program, is it not? 
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Mr. Srassen. That is right. 

Mr. Javirs. This is no longer a temporary act? 

Mr. Srassen. This technical cooperation should be a continuing, 
long-term program. 

Mr. Javits. Now, are we being hampered in our recruitment of tech- 
nicians by too tight security requirements, and if so to what extent ? 

Mr. Stassen. No, we are not. We have a very effective personnel 
security and integrity division established in our Foreign Operations 
organization, and, I believe, they are working through their personnel 
security checks and clearances, now within 3 or 4 weeks. 

Mr. Javirs. I have just one more question, Mr, Chairman. 

I notice in the papers allegations that your exchange-of-persons 
program in FOA is overlapping or conflicting with the State De- 
partment exchange-of-persons program. Now, what is the fact ? 

Mr. STAssen. I didn’t see that statement but I think the fact is there 
is some overlapping. We have a very efficient, fast-moving organiza- 
tion in this field and we are Puaging people in as rapidly as other 
sections of the law permit. I don’t know the details of the relation- 
ships between the two but I do know that we work directly with the 
escapees and the refugees and then bring them out. We also have 
meetings between two organizations and try to coordinate. 

You see you have the situation where our organization was in this 
field and was active and was working, and this other new law sets 
up a new function administered by a new group. There was a law 
admitting 205,000 in 3 years’ time. 

Mr. Javits. I am talking about the educational exchange by the 
State Department. That is the question I asked. Is there an over- 
lapping ¢ 

Mr. Srassen. I thought you meant the matter of the refugees. 

Mr. Javrrs. Is there an ‘overlapping of the educational exchange 
activities of the State Department and the exchange-of-persons activi- 
ties of your agency ? 

Mr. Strassen. No; not in that respect. 

Mr. Javits. In the refugee field you feel there is some overlapping ¢ 

Mr. Srassen. In the refugee situation. 

Mr. JAvirs. Can you give us some memo on that as to what the 
overlapping is and how you will meet it. 

Mr. Strassen. In the exchange of persons, they each have their 
distinct field to work in and they coordinate very closely and effec- 
tively. 

Mr. Javits. Could you give us a memo on it? 

Mr. Srassen. In the Operations Coordinating Board, they have 
directly worked out the coordination between the two and I feel there 
is no overlapping there. 

(The information requested is as follows:) 

The fundamental objectives of the technical cooperation program of the 
Foreign Operations Administration are different in character from the objectives 
of the International Education Exchange Service of the Department of State, 
although both programs provide for bringing foreign nationals to the United 
States and sending Americans overseas. The Congress has made it clear in 
the basic legislation which covers FOA that the purpose of the technical coopera- 
tion program is to enable an exchange of technical knowledge and skills for the 
purpose of raising living standards abroad, creating new sources of wealth, 


increasing productivity and expanding purchasing power, and encouraging an 
increased flow of private investment capital to such countries. By contrast, 
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the legislation governing the International Education Exchange Service of the 
Department of State seeks to promote a better understanding among the citizens 
of foreign countries of the American way of life, its democratic form of govern- 
ment, its social and political institutions and, in general, to increase mutual 
understanding between the people of the United States and the people of other 
countries. 

The foreign nationals who receive FOA-sponsored training in the United 
States are selected by the cooperating foreign government and FOA mission 
concerned on the basis of an agreed-upon program for the economic advancement 
of the country and an evaluation of the types of skills and knowledge needed. 
Thus, the individual participant is selected and trained because of the contribu- 
tion such training will make to the advancement of the total economic program 
and not because the training is desirable for the participant as a person. Sim- 
ilarly, the American technicians who are sent overseas go on the basis of a 
specific request from the foreign government and for the purpose of providing 
technical knowledge on-the-spot and for some aspect of the country’s economic 
development program. Nearly all of the foreign nationals brought to the United 
States by FOA for training, study, or observation, are adults whose formal 
academic education is well behind them; their age is generally in the 35-50 
bracket. The training they seek in America, therefore, is largely nonacademic 
in character and they receive it, in most cases, on the farms, in the laboratories, 
factories, Government offices, and similar places of America at work. By con- 
trast, the International Education Exchange Service of the Department of State, 
must by its very nature, and with due regard for its objectives, place primary 
emphasis upon the selection of citizens of foreign countries whose positions of 
leadership, or potential leadership, makes it desirable that they be given the 
opportunity of visiting the United States in order that a greater understanding 
can be obtained here and taken home and shared with fellow citizens. 

Coordination of the programs operated by the two agencies is achieved in 
a number of ways. The programs are coordinated from a policy and program 
standpoint by the Inter-Agency Committee on Training Programs and Exchange 
of Persons, whose Chairman is a representative of the Department of State. 
This committee provides the means for close interagency discussions of all 
significant forward programing activities, review of existing programs and 
policies, and for resolving common operational problems where uniformity and 
consistency should obtain. Operationally, the Department of State and the 
Foreign Operations Administration have established joint financial support and 
supervision of the Washington International Center of the American Council on 
Education where incoming foreign nationals sponsored by both agencies are 
given a 1-week introductory orientation course. A similar financial arrange- 
ment has been made for the utilization of the American Language Center in 
Washington for giving instruction in the English language. FOA and the 
Department of State have also taken action to require coordination overseas. 
FOA requires that each application for technical assistance from an FOA mission 
overseas must be reviewed by that mission with the appropriate representatives 
of the Department of State and with the resident local officials of the United 
Nations, if any, to assure that there shall be no overlap between the respective 
programs, and that duplicate applications are not being filed with any one of 
the agencies. The Department of State has imposed similar restrictions. 


Chairman Currerrtevp. Mr. Carnahan 

Mr. Carnanan. I will make a brief statement and ask you to com- 
ment. One of the underlying characteristics of the technical-assist- 
ance program is the limited number of technicians available and the un- 
limited number of individuals who need or want the technical skills. 

The problem is how a few people can impart knowledge to a large 
group in underdeveloped areas. The countries in which FOA operate 
technical-assistance programs also have military establishments which 
for the most part are composed of conscripts serving for a limited time, 
usually 1 to 2 years. 

They constitute a sizable group whose military training can be 
supplemented by technical training. The content of that training 
wi a 1 undoubtedly vary widely from country to country and even within 
the same country. I am directing your attention to the training of 
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these groups, and taking advantage of the groups for training other 
than military. It seems to me the training might well include per 
reading and writing, elementary hygiene, simple agricultural tech- 
niques, basic mechanics, and a variety of other basic skills that would 
be adaptable to the needs of the particular country. No American 
military personnel would need be involved in such a training program, 
and only a few civilians, and the civilians could be confined to two 
aspects, that of helping to lay out the programs and of training groups 
of local people to do the actual teaching. Would you care to comment 
on the use of such a program ¢ 

Mr. Strassen. I would say there are some possibilities in it but as a 
whole in the least developed countries where the needs appear, you 
do not have much in the way of a training program. In the instances 
where you do, you can bring together what might be called technical 
advance in civilian skills at the same time as there is some military 
training going on. Korea is quite an example of that. In our United 
States Armed Forces training program there with the people of Korea, 
we have taught those who have come into the Korean Army much more 
than the direct handling of arms and that is very significant. In 
many instances the Army-training program is not conducive to de- 
veloping the kind of skills we are trying to develop here. 

Mr. Carnanan. Isn’t there a lot of time that could be used for such 
training rather than military training ? 

Mr. Strassen. You mean when he is conscripted ? 

Mr. CarNAHAN. Yes. 

Mr. Strassen. Well, of course, the military and the soldier, himself, 
usually feels that when he is training he hadn’t got enough time. 
What you would make by a reevaluation of what his time is used for is 
quite a mixed civilian-military question. 

Mr. Carnanan. You said in many of the countries there was a 
limited number of military personnel. Take a country like Cambodia, 
what size army do they have? 

Mr. Srassen. Their total figure is probably secret but I know they 
had two battalions that were crack battalions. They were supposed to 
be their best battalions. It was a very small military force. They 
had some additional forces, not too well equipped. 

Mr. Carnanan. Is there a feeling that perhaps the time spent in 
military services is rather a chore and something to be gotten over with 
rather hurriedly and that the native people do not look forward to it 
with too much anticipation ? 

Mr. Srassen. That varies from country to country and individual 
to individual. 

There isn’t any difficulty in getting students to report for training 
in these countries, as a whole. You do not need to use the conscriptees 
for military service to bring them in for the training. The shortage 
usually is in schools and in teachers and in facilities, rather than in 
students, 

Mr. Carnanan. Isn’t there quite a difference in type of person who 
becomes a student and the person who goes into the military 

Do we get the cream of the crop in the educational program? Is 
that true? 

Mr. Srassen. We try to. 
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Mr. Carnanan. We don’t get the rank and file—we get the rank and 

file going through the armed services program and they do not go 
through the educational training programs. Then, isn’t it apparent 
that some type of training program in the military would reach the 
masses ? 

Mr. Srassen. Yes, that is true, but it is also true that we are not 
attempting to directly reach, in training, the masses of people. We 
try to reach the leadership who in turn can train the rest and then 
in the community development programs we take blocks of villages 
and try to expand out from there to reach the masses. 

For example, when you try to develop an agricultural research 
school and an extension service, you are training people who go out 
to reach large numbers. You do not assemble large numbers directly 
in training. 

Mr. Carnanan. With the military groups they are already assem- 
bled. ‘The groups are already available. It seems to me that with a 
little attention given to them, you would perhaps reach more people 
with fewer personnel of our own, than through any other method. 

I am convinced that attention should be given to the possibility of 
setting up such training programs. 

Mr. Strassen. We will make some analysis of what has happened in 
Korea, to see whether there are any specific applications that can be 
made, but I think it would be a mistake to have a direct military tie-in 
to our technical cooperation program as a whole. There is in many 
countries a fear that you would subordinate technical cooperation to a 
military objective, and rather than thinking, as you sincerely advance 
it, that you are utilizing the military to train the technical, they might 
think it was the other way around. You would have to approach it 
very carefully. 

Mr. Carnanan. Weare using our military groups for training other 
than purely military. 

Mr. Strassen. In some instances that is true. 

Mr. Carnanan. In many instances. Don’t we encourage people 
to go into theservice because they can learn a trade or get an education 
that they can use when they get out of the service? 

Mr. Srassen. That is true in some situations. 

Chairman Curtrerrtecp. Mr. Smith. 

Mr. Smitu. May I reserve the right to ask a question later ? 

Chairman Currerrretp. Mr. Vorys. 

Mr. Vorys. Coming back to this Indian situation, last year there 
was proposed to this committee as an illustrative program for agricul- 
tural and natural resources, $53 million which was 48.74 percent of 
the proposed Indian program and for transportation, communications, 
and labor, $639,000, which was fifty-eight one-hundredths of 1 per- 
cent of the Indian program. We find now that your program on agri- 
cultural and natural resources is $14,985,000, which was 16.9 percent 
of the program, and on transportation, communications, and labor, 
$29,481,000, which is 33.25 percent. 

In that instance, agriculture went down a third, transportation went 
up about 60 times. 

Now, Mr. Stassen, you mentioned earlier that Brazil, for instance, 
gets to vote on the program for Brazil, but the United States Congress 
did not get to vote on the program that went into effect in India. I 
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want to point out to you that what you gave us last year was not an il- 
lustrative program. That did not illustrate what you actually did. 
When we are given an item of $639,000 and it turns out that it is $24 
million, 1 wonder how you can justify that. I wonder whether we are 
justified in thinking that we are approving programs when we go 
through these details, or whether we are just simply approving a bunch 
of money for you to divide up the way you please, regardless of the 
programs you have presented to us. 

This is an instance that has worried me no end and has got a lot 
of Members of Congress thinking pretty seriously as to whether this 
illustrative program idea means anything. It certainly doesn’t when 
the program actually carried out is over 60 times the program 
presented to Congress for authorization. 

Mr. Strassen. It is a ver y good question and a very sound question. 
Let me tell you exactly what happened in the case of India. Let me 
first indicate that the illustrative programs you will find, worldwide, 
are followed out to a very high eats The deviations worldwide 
are very few. In the case of India, there was a major change, and let 
me tell you why. After Congress adjourned last year, we accumu- 
lated the then up-to-date reports of the agricultural and food outlook 
for India, in 1953. We found that our program in India for food was 
much more successful than we had dared hope, that their food pro- 
duction was running ahead of schedule and that the agricultural 
requirements in every respect were less than we had anticipated. 

At the same time we found that as the agricultural production came 
up, there was a great limitation on transportation facilities to move 
the larger crop to the places where the people needed it, and to move 
other parts of the materiel of the Indian economy. 

We also found that with improved agricultural production there 
was a tendency to need less people in agriculture than there were 
before, so that you had an increasing unemployment in the cities of 
India, and the Communists were quick to seize upon the unemploy- 
ment as a thing that they would agitate about and claim to be a result 
of any association with the capitalist country. It was to us apparent 
that if we were to carry out the United States objective, which is 
strengthening India and keeping her out of communism, we had to 
make some shifts in the illustrative program. So we changed the 
illustrative program by decreasing the amount spent on agriculture 
and increasing the amount spent for transportation and an industri ial 
development bank which would make it possible to develop private 
industry within India and move it along the route of greater employ- 
ment, great stability and closer association among the free nations 
of the world. 

Let me put it this way: We feel that our mission is not a rigid mission 
of carrying out an illustrative program. It is a mission to accomplish 
the result for United States foreign policy. And if we asked you to 
help us buy a police car somewhere and it turned out instead we needed 
a fire wagon, we think you could criticize us very severely if we in- 
sisted on buyi ing a police car and having it sit at the curb and let the 
fire rage w ithout a fire wagon. 

As I say, in the worldwide program, you will find the deviations 
from the illustrative program are very limited but in some instances 
you will find these very important shifts. They are not made for a 
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whim. They are not made just because somebody got a different brain- 
storm. They are made because we continuously analyze very carefully 
what is happening in these countries. 

I think the success of our reanalysis thus far is indicated by the 
fact that in this last year and a half, nowhere in the world has any 
geography been lost by any means to the Communists. In other words, 
there haven’t been any provinces that have been chaotic where the 
Communists have taken over. We have begun to have in significant 
places, elections throwing Communists out of mayorships and things 
of that kind around the world. We feel we have made gains in the 
economic and political stability of the free world. We all know the 
overriding urgent problem of Indochina which we are not on top of 
as of this time and which is the subject or one of the subjects of this 
very important Geneva Conference and of our policy considerations. 
But apart from that, if you look around the world you will find 
that the economy of the free world had its best year in 1953, they were 
off to a good start in 1954, and one of the reasons is the successful 
conduct of the United States foreign operations program which 
includes some reshaping to fit the facts when the facts are different 
than we anticipated them to be when we presented the illustrative 
programs to Congress. 

Mr. Vorys Now, there is no single thing that I can think of that is 
more subject to being financed by a loan than railroad equipment. 
Did you furnish the $25 million or whatever it was of railroad equip- 
ment to India on a loan basis, or as a grant ¢ 

Mr. Strassen. We furnished the equipment initially on a grant basis 
but we set up the counterpart to be loaned for internal capital use 
and to be repaid and to become a continuing part of our program in 
the country. 

In other words, we did not feel India would have the dollar earnings 
to repay a dollar loan, but we feel that we could require internal repay- 
ment of counterpart on a loan basis, so we have shifted the India 
program in that direction of a loan. 

Mr. Vorys. Well, do you make grants any place that don’t require 
counterpart? Of course, you do in the technical assistance program, 
but $25 million worth of railroad equipment isn’t technical assistance 
in anybody’s book, Mr. Stassen. 

Mr. Strassen. We haven’t claimed it to be. That is development 
assistance and we are so labeling it. But the loans I speak of are 
loans from a new industrial lovibenchitt bank to the new industrial 
developments in India and are to be repaid back into that account, in 
local currency. 

Mr. Vorys. That is to be financed out of counterpart. 

Mr. Srassen. That is right. The counterpart, itself, becomes a loan 
to be repaid and to be used again. That way, we feel we can get more 
results in the future in India, with less future appropriations. 

Mrs. Bouron. Mr. Chairman, could I have a definition of an illus- 
trative program ? 

Mr. Strassen. Yes. An illustrative program is our best judgment 
at the time we present a program to Congress, of what is the most 
desirable use to make of the requested funds in the country in question. 

Chairman Cyirerrietp. I am very anxious to get started on the 
Latin American program, but I want Mr. Smith to have an oppor- 
tunity to ask any questions that he wishes. 
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Mr. Smirn. Did I understand, Mr. Stassen, in response to a ques- 
tion by Mr. Javits, that this is now considered a permanent program 
within our foreign policy ¢ 

Mr. Srassen. I said it was a long-term program of technical 
cooperation. 

Mr. Smiru. Now, what do you mean by long term ¢ 

Mr. Srassen. It is the kind of program that could continue as long 
as there are in the world large numbers of people who are suffering 
seriously from the lack of technical knowledge in the fundamental 
necessities of human life. 

Mr. Smita. Who makes that decision ¢ 

Mr. Strassen. Congress, finally. 

Mr. Smiru. You are asking us to make that decision / 

Mr. Strassen. No; we are not asking you to make it now. We are 
presenting the program for 1 year. 

Mr. Smiru. That is all, Mr. Chairman. 

Chairman Currrerriecp. Thank you, Mr. Stassen. 

Mr. Morano. May I ask one question, please. I am sorry I came 
in late. 

Chairman Cureerrietp. Mr. Morano—— 

Mr. Morano. In our study of international organizations, we are 
always confronted with the statement that a multilateral program of 
technical assistance had far more advantage than a bilateral one. 

Now, would you care to make an observation about that ¢ 

Mr. Srassen. Yes. That is a very important question. Each type 
has its particular advantages. A multilateral program does have 
the advantage of bringing a group of nations together, having them 
learn to work together, each furnishing a part of the funds and tech- 
nicians, and administration, to help in the development of a less- 
developed area, and there are definite advantages in that type of 
program. A bilateral program has the other advantage of a more 
direct relationship and understanding between one country and an- 
other, and a less complex administration in that you have a single 
government to administer and a single government toward which 
tohavea relationship. I feel that it is not a matter of doing one type of 
program or the other—that a certain amount of each should be done, 
since they both have certain advantages. Just as you wouldn’t say, 
“Should America have only railroads or only airways.” There are 
points in both. There are two ways of getting places. And these 
are two ways of helping less-developed peoples advance. 

We are now contributing on the multilateral side, about 60 percent 
of the total amount. I do not feel we should contribute more. In 
fact, I feel we should gradually contribute a smaller percentage, be- 
cause if you contribute more, there is an unhealthy relationship be- 
tween the heavy contributors and the smaller contributors and one 
nation carries too heavy a part of the total financial burden. 

On the other hand, if we then cut down the whole world technical 
cooperation to only that amount that could be financed in a multi- 
lateral way, we would then avoid doing or abandon doing some of 
these most successful bilateral programs around the world that are 
building real results in friendship toward the United States. 

Mr. Morano. What have you to say, if I may interrupt you, with 
respect to the criticism that the direct bilateral assistance we give is 
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considered more political than it would if it came from the multilateral 
organization ¢ 

Mr. Srassen. I think that is true. Aid that comes directly from 
one nation to another tends to have more of a political relationship 
than that coming through a United Nations group or a multilateral 
group. But that is not an argument for stopping it when you demon- 
strate that it is successful. 

Mr. Morano. In other words, you believe we should do both but 
not do any more multilateral than we are doing now ¢ 

Mr. Strassen. Do more multilaterally if other nations will con- 
tribute more. In other words, do our part of it, but not to pay a 
higher percentage than the approximately 60 percent that we are 
paying now. 

Mr. Morano. Is there a hope that other nations will build up 
to the point where we can increase our activity in the multilateral 
field ? 

Mr. Strassen. Yes. 

Mr. Morano. And reduce our expenditures in the direct assistance 
program ? 

Mr. Strassen. Yes; I think that is the long-term development that 
will take place. 

Mr. Morano. Thank you very much. 

Chairman Curperrrecp. Thank you, Mr. Stassen. 

Mr. Strassen. Thank you, Mr. Chairman. 

Chairman Curerrrretp. Mr. Henry Holland, Assistant Secretary of 
State for Inter-American Affairs, will be the next witness. Mr. 
Holland, do you have a statement? 


STATEMENT OF HON. HENRY HOLLAND, ASSISTANT SECRETARY 
OF STATE FOR INTER-AMERICAN AFFAIRS 


Mr. Hotianp. Yes. 

Mr. Chairman, I am happy to be here with you. The mutual 
security program for Latin America for the year 1954, for the fiscal 
year 1955, is made up, as I understand it, of four points. 

First is our program of bilateral technical cooperation for which 
$23 million is being asked for that fiscal year. 

Second, is the United States contribution to the technical coopera- 
tion program of the Organization of American States. That is $114 
million. 

Third is davahamesmah assistance in the amount of $9 million which 
is planned for continuation of the program already underway in 
Bolivia. 

Fourth and last of these four points that I mentioned is the mutual 
defense program for which $13 million is being requested. 

Now, addressing myself to those four points in that order, the first, 
of course, is the technical cooperation program for which, as I said, 
$23 million is being requested. The purpose of that program is to 
demonstrate in the Latin American countries how, with the aid of 
modern technology, the resources presently available to them for 
economic development can be better and more effectively utilized. 

Mr. Vorys. Mr. Chairman, is page 451 in the book the one to be 


followed? Is it453? There is no use having these books if we don’t 
use them. 
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Mrs. Boutron. What subject have you been discussing? 

Mr. Hotxanp. The technical cooperation program, Mrs. Bolton. 

Now, if you have that page, I might say this about that particular 
program. It is a safe premise from which to start, to say that gen- 
erally speaking, there are available for the Latin American economies, 
resources far greater than those required to sustain their present 
economies. 

In other words, fuller and more effective utilization of those avail- 
able resources would produce stronger and more self-reliant economies 
in those countries, and by “those resources,” I mean the lands available 
for the production of food, their natural resources, their sources of 
industrial power of all kinds. 

Those, in their aggregate, would sustain considerably stronger 
economies than those “presently existing. 

Now, it is quite clear that the major capital resources necessary to 
develop those natural resources must come from private sources ‘and 
predominantly from private sources within the countries, and that has 
been the pattern down to this time. 

Obviously, this Government cannot undertake any program of 
underwriting economic and social development throughout the world. 
We don’t have the means to do it, and we would weaken our own 
economy if we undertook it. We can, however, assist in establishing 
pilot projects in the various different countries to which pilot projects 
we contribute predominantly technical aid and assistance and thus, 
assist local elements in the various different countries to engage upon 
a program of greater and more effective and more economic utiliza- 
tion of their own natural resources. 

The basic goal, as I conceive it, of these technical cooperation pro- 
grams is precisely the same goal as that which our Government has, 
generally, in the economic field in Latin America, and that is as I have 
indicated, to do what we can within reason to contribute to the estab- 
lishment and preservation in these various countries of stronger, 
sturdier and more self-reliant economies. 

The State Department supports this $23 million technical coopera- 
tion program. We feel that this program, for the reasons that I have 
outlined to you, directly and effectively contributes to the accomplish- 
ment of the basic goal in the economic field which, as I have indicated, 
we have in this hemisphere. 

It does so because of the obvious point of more effective utilization 
of their own natural resources. It does so because it will produce 
more advantageous utilization of those resources. It will produce 
more extensive two-w ay trade between our own country and those 
other countries. It will produce more raw materials for our markets 
here. It will produce stronger and broader markets for our own 
products that we sell in these other countries. 

There is another point that I would like to emphasize in this con- 
nection: This technical cooperation program can be brought to bear in 
such a way as to lead to the improved utilization of resources that, 
in their aggregate, are infinitely more valuable than the amounts of 
money involved in these programs. 

In other words, I believe that it is accurate to say that by the 
expenditure of $1 in a program of this nature, you bring into effective 
use a quantity of dollars of resources far in excess of the amount that 
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you spend. Soasmaller expenditure sets in motion factors far greater 
than the amount of money involved in our own expenditure. 

I can see that it is one of the least expensive and most economical 
means whereby we can contribute to the achievement of that basic goal 
that I have defined in this area. 

I don’t want to pass that basic goal, ladies and gentlemen, without 
indicating to you why we concede that is our goal, the establishment 
of stronger, sturdier and more self-reliant economies in this country. 
That is our goal because, fundamentally and basically, it is in the 
interests of the people of the United States that such economies exist in 
these countries. The countries with strong economies, countries with 
strong industries, contribute far more to the economic strength of this 
Nation than do underdeveloped countries with weak economies. To 
precisely the same extent we contribute by reasonable and effective 
means to strengthening the economies of these countries, we cause 
them to contribute to our own economic well-being here in the United 
States. 

While that is the basic motive behind our policy in this field, that 
policy generates, as is quite obvious, several other secondary but im- 
portant and beneficial results. The stronger we make the economies of 
these countries, the better those peoples are prepared to resist com- 
munism throughout this DeLee. The more we strengthen their 
economies, the more we contribute to their own cooperation among 


themselves, and the more that we develop trade between Latin Ameri- 
can countries, the more in turn we contribute to strengthening the 
economy of the entire hemisphere. 

Lastly, of course, there are few means whereby this Government 
can more effectively and for the same expenditure, generate the degree 


of good will toward our people that these technical cooperation pro- 
grams have demonstrated that they can generate. 

I would like to pass, now, to the second of the four programs that 
I have mentioned—that is, the technical cooperation program of the 
Organization of American States. That is a relatively small one in- 
volving $1.5 million. However, we consider that it is an exceedingly— 
that is page 555—we consider that it is an exceedingly important one. 
Last year it was included as a part of our request for the United States 
contribution to multilateral technical cooperation programs. 

This particular program involves principally the establishment of 
regional training projects in fields where present facilities in Latin 
America are paneled to be inadequate or where they are nonexistent. 

Where it is necessary to establish independent outlets for such in- 
struction, the objective is to turn these centers over to existing educa- 
tional institutions as soon as possible, preserving the inter-American 
character. At the present time, such training programs include sub- 
jects such as agricultural extension, foot-and-mouth disease, home 
economics, housing, economic and financial statistics evaluation of nat- 
ural resources, and rural education. 

The purpose of those programs is to train technicians in the Latin 
American countries who, in turn, may be the means whereby the eco- 
nomic productivity of their countries can be improved by better and 
more effective technology. ; 

The State Department supports this program. We think it makes 
an effective contribution to our overall program in the economic field 
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in this hemisphere. The $1.5 million involves, in this fiscal year, an 
increase of $500,000 over of the preceding year. 

The justifications for it, as I have indicated, are essentially those 
that sustain, in our radiant: the $23 million program that I have 
first mentioned. 

It produces still additional byproducts in the form of other useful 
results. One of these is that these OAS programs are a means whereby 
the Latin American countries can be caused to contribute with their 
own funds and their own efforts to these productive and constructive 
goals. 

It further affects the end with which none of us, I believe, can dis 
agree, that it is desirable that the Latin American countries aid each 
other. Where one finds itself in a position to make an effective con- 
tribution to strengthening the economy of a neighboring country, it is 
sound from every point of view that we encourage such a contribution. 

The inter-American conference from which I recently returned in 
Caracas adopted a resolution which declares in part that this par- 
ticular program, “Is one of the most important activities of the Or- 

ganization of American States, and represents a final and unmistakable 
expression of the principle of cooperative effort among the member 
states.” 

You will, of course, recall that Dr. Milton Eisenhower recommended, 
with respect to this subject, that we should continue to support the 
work of the Inter-American Economic and Social Council, and en- 
courage that organization to expand its successful multilateral tech- 
nical cooperation program among the nations of this hemisphere. 

The third of the four programs which I mentioned is the develop- 
ment assistance program in Bolivia. That is page 461, in the book 
before you. 

This program is in addition to the regular technical assistance pro- 
gram which is carried out in Bolivia. The purpose of this pro- 
gram is to Surirtal minimum food requirements for the people of Bo- 
livia and to afford them assistance in beginning to diversify their 
economy so that it will not depend so nearly in its totality on tin 
production as has been the ¢ case In the past. 

Of the $9 million requested, $5 million will be used for the purchase 
of foodstuffs in the United States, and the remaining 4, to pro- 
vide agricultural machinery and equipment to be utilized in connec- 
tion with the Bolivian program for agricultural diversification. Ob- 
viously the best way to meet this problem of shortage of food is to 
do those things necessary to cause the Bolivians to feed themselves, 
and that is a very important feature of this particular program. 

The foodstuffs that we are shipping in, of course, have for their 
purpose the averting of chaos and starvation in that country. The 
counterpart funds generated by the food shipments will be used to 
further Bolivia’s agricultural expansion and their economic diversi- 
fication program. ‘That program in order to be successful must also, 
we believe, include the $4 million of agricultural equipment and 
supplies to which I have referred. Unless this program succeeds, 
Bolivia will continue to be dependent to an alarming degree upon 
imported foods which they simply cannot acquire with their avail- 
able resources of foreign exchange. The program arose, as you 
know, from the emergency situation that resulted from the very 
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drastic decline in the price of tin during 1953. The program was 
begun in November 1953, and has continued since that time. The 
State Department likewise supports this particular program. The 
aid which has been afforded we believe has been effective in averting 
hunger and economic and political chaos in that particular country. 

We consider that its continuation is essential to achieve those ends. 
This program, like the others, has important byproducts in useful 
results. One of those is, and I consider it of extreme importance, 
that it has sustained a government in Bolivia that has now become 
strongly anti-Communist. As you know, the existing Government in 
Bolivia acce pted Communist collaboration when it took office in 19! ' 
Since that time, it has abandoned that Communist support and i 
demonstrated in my judgment, beyond all shadow of a doubt in on 
acas, that it is now strongly anti-Communist. 

The last of the four programs to which I have addressed myself 
is the mutual defense assistance program. That is page 441, if you 
would like to turn to it. The mutual defense assistance program was 
begun as you will recall, in fiscal year 1952. A little more than $100 
million doll: urs has been appropriated by the Congress to that and $13 
million is requested for fiscal year 1955, That will be used primarily 
to assist in the maintenance of the equipment already supplied or 
scheduled for supply. That program has a very clear and definable 
objective. You will recall from the last war the vulnerability of the 
long lines of supply necessary to maintain in operation the economy 
of this hemisphere under war conditions. It is obvious that the 
various Latin American countries can make effective -contributions 
to the defense and protection of those lines of supply in the event 
of war, or other emergency. It is felt that by far the most effective 
and economic means of achieving that essential protection is to enlist 
the aid of the various Latin American countries in achieving that 
end. That is the very important purpose of this program and we 
are of the opinion that it has been successful in achieving that end. 

These agreements are of a bilateral nature, as you know. Agree- 
ments have already been concluded with nine of the Latin American 
countries. They are Brazil, Chile, Colombia, Cuba, the Dominican 
Republic, Ecuador, Nicaragua, Peru, and Uruguay, that with 
Nicaragua having just been completed. These agreements come 
within the framework of the inter-American treaty of reciprocal 

assistance. They are little in furtherance of the resolution on inter- 
American military cooperation adopted at the Fourth Meeting of 
Consultation of the Ministers of Foreign Affairs. 

The State Department supports this program for the reasons that 
I have stated, that it furthers the sharing among the American Re- 
publics of the responsibility for defending and protecting our line 
of supply in the event of emergency, and here again there is a by- 
product which we feel is positive and constructive. It is one more 
means of contributing to cooperation between the American Repub- 
lies, this time in the field of military defense. Wherever we can bring 
about, preserve, and strengthen cooperation in any productive field, 
I believe we are serving the foreign policy and the interests of the 
United States and of its people. 

That concludes my statement with respect to these four programs 
and I will be happy to answer any questions. 
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Chairman Cuirerrietp. Thank you very much for your constructive 
statement. 

I understand you have on your presentation team Mr. Hardesty 
and General Stewart. I would like to ask the members of the com- 
mittee if they would prefer to proceed with questions now or adjourn 
over until 10 o’clock tomorrow morning? Would you like to continue 
for a while? 

Mr. Vorys. We should have Mr. Hardesty’s statement, at least. 

Chairman Crrperrretp. You may proceed with your statement, 
Mr. Hardesty. 


STATEMENT OF M. N. HARDESTY, ACTING REGIONAL DIRECTOR, 
LATIN AMERICAN OPERATIONS, FOREIGN OPERATIONS ADMIN- 
ISTRATION 


Mr. Harvesry. Mr. Chairman, ladies and gentlemen of the Foreign 
Affairs Committee, it is a pleasure to appear before this committee 
and to have an opportunity to comment on the technical cooperation 
and development assistance components of our overall mutual 
security program in Latin America. 

General Stewart of the Department of Defense will cover the 
mutual defense assistance aspect of the program. Assistant Secre- 
tary Holland has discussed the multilateral technical cooperation 
programs of the Organization of American States. 

Objectives of the } programs: 

Both the report of Dr. Milton Eisenhower and the recent Caracas 
Conference have reemphasized to the American people the importance 
of our relations with Latin America, sharply underscoring the vital 
significance of economic considerations in that relationship. 
Although there are crises in other parts of the world constantly 
pressing for attention, it is well to keep a clear focus on our Latin 
American policies. 

With this in mind, I would like to preface my statement with a 
quick review of some of the basic considerations bearing upon our 
programs in Latin America. This seems particularly pertinent in 
view of the conference on Western Hemisphere economic problems 
to be held in Rio de Janeiro this fall. 

Our programs of technical cooperation and development assistance 
in Latin America have a specific objective. They are aimed at 
encouraging and assisting economic development in that region. 

There are clear and forceful reasons why the United States is con- 
cerned with helping Latin America achieve economic progress. That 
region is of prime importance in our foreign commerce. 

Twenty -five percent of all our nonmilit: ary exports go to Latin 
America, which ranks just a shade behind our leading export market, 
Canada. 

To give a concrete illustration, Latin America buys over one-half 
of all the automobiles exported by the United Sti ites. At the same 
time, Latin America is our main source of imports, furnishing one- 
third of the total we import from the entire world. 

Even more significant is the part the Latin American nations play 
as our partners in the free world alinement against the menace of 
international communism. Their cooperation and support are vital 
to our effective leadership in the United Nations and throughout the 
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free world. And in case of conflict, they are crucial allies for common 
defense. This is not just because of their closeness to our borders and 
to vital lines of transportation and communication. Latin America 
produces about 30 of 75 items we are now stockpiling. In time of war, 
we can expect this area to become our main source of many of those 
items which are in addition to the petroleum, iron ore, and other 
strategic, but nonstockpile materials which we obtain in large quantity. 
In addition, Latin America is important for potential locations of 
military bases and as a potential source of direct military strength. 

Our programs of technical cooperation and development assistance 
are one of the main ways the United States maintains and strengthens 
the bonds of understanding and friendship with the Latin American 
people. By helping build greater economic strength and stability 
in Latin America, we gain stronger allies for mutual defense and more 
effective partners in trade. 

These pragmatic considerations are, of course, only part of our 
reasons for giving assistance. As Governor Stassen has said, it is 
at the heart of our national spirit and tradition to share our special 
gifts with those less fortunate to assist them in their struggle to better 
their lives. Certainly, this response is especially strong where we 
are called upon to help people who are closely linked to us by 
geography and history, and whose march toward freedom has so 
closely paralleled our own. 

fconomic conditions in Latin America: While the basic character 
and aims of our program are undoubtedly familiar to most of us 
here, the dimensions of the task of economic development in Latin 
America may not be so well known. 

(A. four-part chart was shown entitled, “Factors Limiting Latin 
American Development,” as follows :) 
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Mr. Harpestry. This chart will give you some idea. As the bar 
diagrams on the left demonstrate, the region we are dealing with is 
twice as large as the United States and has approximately the same 
population. 

This excludes Argentina, where we do not have a program. Also, 
let me point out in passing that this is the fastest growing major 
region of the world in population, so that time is not reducing the 
relative size or importance of the problem. 

The pie charts on the right half of the board compare the United 
States and Latin America with respect to some fundamental economic 
factors. The chart at the upper left shows that the per capita gross 
national product in Latin America is about one-ninth that of the 
United States. The two charts at the upper right indicate that, in a 
region twice as large as the United States, there are only one-sixteenth 
as many miles of all-weather improved roads and only one thirty- 
second as many motor vehicles. And the two charts at the bottom 
show that Latin America has only one-sixteenth of our installed elec- 
tric power capac ity and produces only one-twentieth of our actual 
power output. There is little need to emphasize that adequate trans- 
portation and power are necessary foundations for any substantial 
progress beyond a subsistence level economy. These figures show how 
much yet remains to be done in these fields in Latin America, and im- 
provements in those fields are slow and costly. 

Let me cite a few more statistics which may indicate in human terms 
the conditions confronting us. Seventy percent of the people of 
Latin America make their living from agriculture. For most of 
them, it is a subsistence living. They eat ‘the crops they grow, live 
in the huts they build, wear the clothes they make. The ‘idea of pro- 
ducing to earn income with which to buy the products of others is still 
foreign to a majority of the people of this area. The average gross 
national product per capita is about $244 as compared to $2,175 
in the United States. 

The average life span is about 43 years as compared to 68 years 
in the United’States. The rate of illiter acy is about 48 percent as 
against 3 percent in the United States. And the average daily intake 
of calories for an individual is 2,304 as compared to 3,130 in the 
United States. 

It is easy to get an entirely different impression of the general con- 
ditions in Latin America from visits to some of the « apital cities and 
from news of local booms. 

Technical cooperation: For the next fiscal year we are requesting 
for the Latin American bilateral technical cooperation and develop- 
ment assistance programs a total of $32.5 million. It is a small 
amount when compared to the total job to be done. But it has been 

-arefully determined in terms of the objectives of these programs 
and the assistance United States can reasonably and effectively 
provide. 

The largest part of the requested amount—$23.5 million—is pro- 
posed for ‘continuation of the technical cooperation program. This 
sum will be used to finance programs in 19 Latin American republics 
and in 12 dependent territories in the Caribbean. 

Technical cooperation was started in Latin America almost 13 years 
ago under the leadership of Nelson Rockefeller. Since 1942, the 
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program has for the most part been administered by the Institute of 
Inter-American Affairs, which now operates as the regional office for 
Latin America of the Foreign Operations Administration. 

The program is essenti: ally one of cooperation with Latin American 
governments to develop better techniques for analyzing and working 
out their own economic problems. We attempt to do this in two w ays. 
First, technicians are sent abroad to advise and work with local 
people in carrying out cooperative projects related to the economic 
development of their country. At present there are 660 technicians 
assigned in Latin America. These cooperative projects show the host 
country the kind of activity it can undertake on its own to improve its 
economy. They demonstrate improved techniques. And they pro- 
vide direct on-the-job training for local personnel who work with our 
technicians. In addition, to make the work of the technicians effective, 
we furnish part of the materials needed for cooperative projects. This 
year we are spending about half as much for technicians as we are for 
materials ae supplies and grants to services. 

The second part of the program involves bringing foreign nationals 
to the United States for training. This fiscal year about 829 foreign 
technicians and specialists are being trained here. Our followup 
checks on this phase of the program have shown us how important this 
training is in providing leaders of economic development in Latin 
America. 

In conducting this program we follow a few basic principles which 
I feel have very successfully preserved the essential character of the 
program as the Congress intended it. We provide technical assistance 
only upon the request of the host government and then after we have 
determined that the proposed activity is a priority need in terms of 
that country’s economic and social development and that the country 
is prepared to make good use of it. Since our purpose is to help others 
to help themselves, we work to turn over projects to the cooperating 
countries as soon as they can adequately handle them. In keeping 
with the cooperating nature of the program, we emphasize joint plan- 
ning, financing, and operation of projects. We get a “fair share” 
contribution from the other countries. In the current fiscal year, for 
example, Latin American governments will contribute twice as much 
to the program as the U nited States. 

There is a chart on contributions. 

(A chart was shown entitled, “Latin American Republics have 
steadily increased their share of protective costs as the programs 
mature” as follows :) 
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TECHMICAL COOPERATION IN LATIN AMERICA 


YAWS is the scourge of Western Colombias coastal area, disabling its 
people, lowering production. Ina population of 330,000 it is estimated 
that 150000 had the disease in 195! when the IIAA started penicillin treat- 
ment in the area. 

A TVPYCAL CASE [8 THE VILLAGE OF ZATINGA. 

The people of this village lived at a bare subsistence level. The running 
sores of “yaws” kept them from working and properly tending their 
children. 

33%of the children had the contagious disease 

S0%of the adult males 

66%o0f the mothers 

Today, there are no"yaws“in Zatinga. Penicillin 
treatment has cured them and per capita pro- 
duction is up 25 per cent. 

This program is spreading throughout the low 
jungle areas. staffed entirely by Colombians trained 
through the Institute of Inter-American Affairs and 
with the Government of Colombia investing $10 
for every $1 from the IIAA. 
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Mr. Harpesty. The blue part of the chart indicates the amount of 
contributions made since 1943, and what we are asking for next year 
and I think it shows that the contributions made by the Latin Ameri- 
can governments have rather constantly gone up in proportion to the 
money expended by the United States. 

These in rough outline are the activities which make up this pro- 
gram, and the principles which guide it. The success of the program 
can be measured in several ways. Its contribution to economic prog- 
ress in Latin America can perhaps best be indicated by referring to 
the results of a few projects. 

(A chart was shown entitled “Technical Cooperation in Latin 
America,” and it is herewith inserted.) 

The chart will give you one example. In 1951, yaws infected 33 
percent of the children and 50 percent of the adults in the village of 
Zatinga on the west coast of Colombia. As a result of a project for 
penicillin treatments which we initiated that year, yaws has now been 
completely eliminated in Zatinga and per capita production is up 
25 per cent. Another example is the cooperative agriculture program 
in Costa Rica. That program has been an important factor in con- 
verting Costa Rica from an importer of food items such as corn, rice 
and beans to an exporter of these items. 

Concrete evidence of the broad acceptance of this program in Latin 
America is found in the steady flow of requests for new projects which 
are to be cooperatively financed. In this country, the importance of 
the program is, I think, perhaps best indicated by the fact that both 
Dr. Milton Eisenhower, in his report last fall, and Secretary Dulles in 
his principal address at Caracas last month specifically spoke for con- 
tinuing or expanding our technical cooperation program. 

I am sure you know of the reports on recent visits to Latin America 
by Senator Green and by Senator Capehart. Also, Congressman 
Jackson of California attended the Conference of Directors of United 
States Operations Missions and Washington officials held in Lima, 
Peru, in January 1954. They approached their missions with differ- 
ent purposes and in a somewhat different manner, but they agree in 
recommending to the United States increased attention to the Latin 
American countries, a strengthening of Latin American trade, indus- 
try and agriculture and doing what we can to help to raise the stand- 
ards of living throughout the hemisphere through private enterprise 
and throngh governmental programs where appropriate. 

There is one result of the program which I would like to mention 
particularly. It is sometimes feared that this form of assistance will 
displace commercial sales by United States business. Actually, I 
think the reverse is true. By introducing improved techniques and 
fostering economic expansion we are helping to create new demands 
and build better markets in which United States enterprise can com- 
pete. I have two charts which tend to bear out that view. 

(A chart was shown entitled “Pharmaceutical Purchases in Latin 
America of United States Products Increased 522 Percent From 1942 
to 1953,” and it is herewith inserted.) 
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Mr. Harpesry. You will note in the 10-year period we turned over 
2,745 separate health projects, or they were completed in themselves. 

The first shows that sales of pharmaceutical products in Latin 
America have increased more than 8 times during 12 years in which 
we conducted health programs there. 

(A chart was shown entitled “Peru Seed Dollars,” as follows :) 
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The second indicates that over the 10-year span in which we have 
conducted farm machinery programs in Peru, tractor sales in Peru 
by private United States firms have increased from $455,000 to 
$5,700,000. 

Our planned program for the coming fiscal year follows the gen- 
eral lines of our present program. There are some new emphases 
which we are developing on the basis of our experience and which 
I feel confident will bring greater effectiveness to the program. 

In the first place, we are focusing our efforts on achieving well- 
rounded programs designed to promote more balanced economic de- 
velopment in each country. This is reflected in the expansion of our 
activities into new fields. At the start, we concentrated in agricul- 
ture, health, and education. But as progress has been made in those 
areas we have gradually extended our activities into the fields of 
transportation, industry, mining, and public administration. Rough- 
ly, 25 percent of our cenionet program for next year is in these 
newer fields. In particular, I think we can forsee increasing concern 
with the fields of transportation and power which are basic to any sub- 
stantial broadening of Latin American economies. 
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Second, as Governor Stassen pointed out, we are concentrating on 
bringing into the program broad technical resources of United States 
universities and private technical institutions. At present we have 
contracts with Michigan State College for a public and business ad- 
ministration project in Brazil and for an agriculture project in Co- 
lombia; with Purdue University for an agriculture project in Brazil; 
with the University of Arkansas for an agriculture project in Pan- 
ana; and with Harvard University for a public-health project in 
Feru. 

In addition, we have a number of contracts with technical research 
institutions and consulting organizations. Seventeen additional con- 
racts with American universities are now either under negotiation or 
consideration. 

Finally, I think we are coming to a clearer recognition that, while 
technical cooperation can contribute much to economic development, 
it cannot do the job alone. As Governor Stassen puts it, teaching : 
farmer to use hybrid corn seed will produce not progress, but frustra- 
tion if there is no way the farmer can obtain hybrid seed to use. What 
this means in our program, I think, is this: We should continue, of 
course, to evaluate carefully proposed technical cooperation projects 
from the standpoint of availability of the capital required to put the 
new knowledge to work. More positively, there may be ways in 
which we can more effectively direct our technical cooperation efforts 
to help attract investment and capital needed for essential develop- 
ment measures. This, it seems to me, is one of the most basic and 
most difficult jobs of technical cooperation. We might, for example, 
furnish expert assistance to Latin American countries in evaluating 
possible projects in terms of their importance and their eligibility 
for financing, and in developing technical plans and materials as a 
basis for seeking necessary private financing. 

Development assistance: We have requested the sum of $9 million 
for the next fiscal year for development assistance. It is planned 
that this full amount be used for continuation of the emergency pro- 
gram in Bolivia. That program, of course, is separated from our reg- 
ular technical cooperation program in that country. 

We set up the emergency program this year to meet the grave 
threat of starvation and economic collapse which suddenly loomed 
in Bolivia. The crisis arose because Bolivia has essentially a one-crop 
economy, tin, and because it depends on imports for over half of its 
food requirements. When the price of tin dropped sharply, Bolivia 
lost the foreign earnings which are needed to import food. 

We are doing two things to help meet this situation. We are fur- 
nishing basic foods to fend off starvation of the population, and we 
are giving assistance to diversify agriculture and reduce the heavy 
dependence on tin earnings which expose Bolivia to this danger. 

Funds for this purpose were transferred by the President under his 
authority in the Mutual Security Act. During the current fiscal year, 
we are furnishing approximately $11 million to purchase and ship 
surplus United States agricultural commodities. For agricultural 
diversification and other technical cooperation activities we are spend- 
ing $3.3 million, of which $2 million was contributed for an emergency 
food program in connection with the program in agriculture. In 
addition, the counterpart funds generated by our special aid funds 
are also being spent on agricultural diversification. 
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For the next fiscal year we have requested $5 million less than we 
are spending this year in Bolivia for the emergency program. This. 
I feel, can be taken as one sign of progress. But the crisis which 
led us to set up the program is still present. We hope to go far 
toward overcoming it within the next year and we ask for not only 
your support, but your comments, criticisms, and advice in carrying 
out this phase of United States foreign policy in this most important 
home block of the United States. 

Chairman Cureerrretp. Thank you very much for your statement, 
Mr. Hardesty. 

If there is no objection, we will adjourn over until 10 o’clock 
tomorrow morning. 

(Whereupon, at 12:20 p. m., the committee adjourned to reconvene 
at 10 a. m., Wednesday, April 28, 1954.) 
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House or REPRESENTATIVES, 
CoMMITTEE ON ForetGn AFrairs, 
Washington, D. 0. 

The committee met, pursuant to call, at 10:20 a. m., in room G3, 
pec States Capitol, Hon. Robert B. Chiperfield (chairman) pre- 
siding. 

Chairman CuirerrieLtp. The committee will come to order. 

It is my understanding that General Stewart is ready with a state- 
ment. General Stewart. 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, UNITED STATES 
ARMY, DIRECTOR, OFFICE OF MILITARY ASSISTANCE, DEPART- 
MENT OF DEFENSE 


General Srewarr. Mr. Chairman and gentlemen of the committee, 
the purpose of the mutual defense assistance program to Latin Ameri- 
ca is to provide equipment required by selected units of certain Latin 
American Republics to enable them to discharge specific military roles 
and missions assumed by such countries in the mutual defense of the 
Western Hemisphere. Militarily and strategically, a Latin America 
friendly to the United States can be a source of great strength; if 
unfriendly, it could adversely affect our national welfare. The United 
States now has grant military assistance programs in force with the 
following Latin American countries: Brazil, Chile, Colombia, Cuba, 
the Dominican Republic, Ecuador, Peru, and Uruguay. 

Prior to the inception of the program, the armed forces of the 
American Republics were hampered by a lack of adequate facilities 
and a preponderance of obsolete military equipment. The military 
equipment we have furnished has improved this situation. The armed 
forces of the several countries have already demonstrated their ability 
to utilize and maintain the equipment delivered to them. The pro- 
gram is also helping to standardize military equipment in selected 
units and will thus simplify supply problems in the event that a 
serious military threat against the hemisphere should develop. 

Military assistance appropriations for the American Republics 
from the beginning of the mutual-security program until the present 
time have totaled $104 million. The countries involved have defrayed 
the major portion of the total defense costs by using their own funds 
for pay, rations, and uniforms for the men in their armed forces, 
and for purchasing in the United States a total of $38 million worth 
of military items. 

In comparison to the military assistance programs in other areas 
of the world, the programs in Latin America have been very modest. 
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This in no way, however, indicates that the interest of the United 
States is lagging in that area. 

As you know, a distinguished group of citizens, headed by Dr. Mil 
ton S. Eisenhower, went to Latin America last summer on a missio! 
for the President. In his report to the President last November, upon 
completion of the assignment, Dr. Eisenhower stated the following. 
and I quote: 

Though much remains to be done before the military defense of the hemisphere 
against external aggression can be assumed as a collective responsibility, sub 
stantial gains are being made. Some of these gains have come through the 
actions of individual governments. Important progress is being made through 
the assistance we are giving to the military establishments of those countries 
with which we have military assistance agreements. In the wider international 
scene, the Latin American states have joined with us in giving support to United 
Nations objectives for the security and defense of the free world against 
aggression. 

The United States has for some time been actively participating 
with Latin American countries through the Inter-American Defense 
Board. More recently, in 1947, at Rio de Janeiro, the United States 
signed the Inter-American Treaty of Reciprocal Assistance with the 
other American republics. Through these various methods of col- 
laboration, we are developing the means whereby all nations partici- 
pating in mutual cooperation can live together in peace and security. 

The military assistance we furnish will help insure that these coun- 
tries will be able to continue to develop armed forces of increasing 
size and effectiveness. The Latin American countries have a capa- 
bility for assuming a part of the burden of hemispheric defense, espe- 
cially a capability and a desire to help defend strategic areas and 
shipping lanes. 

The appropriations provided for this program in previous years 
will, when fully expended, substantially complete the equipping phase 
of the program as presently planned. 

Mr. Chairman, I have with me charts showing in monetary values 
the status of Latin American programs. 

The top table on the first chart, entitled “Department of Defense. 
MDAP, Value of Military Assistance Programs Chargeable to Appro- 
priations,” shows that through 1954 the program has a value of $104,- 
200,000, of which $93,800,000 was material, $5,500,000 programed for 
training purposes, and $4,900,000 for packing, handling, crating, and 
transportation. 

We are requesting at this time, for fiscal year 1955, $13 million for 
this area; $5,100,000 of that will be for materiel ; $2,900,000 for train- 
ing, and an additional $5,100,000 will be for packing, handling, crat- 
ing, and so forth. 

The second table on that page shows the status of shipments. We 
have actually shipped $20,800,000 worth of equipment chargeable to 
the program and $62,200,000 worth of equipment authorized under 
the excess authorization contained in the bill. 

And of the programs already funded by appropriations made by 
the Congress we have $66,400,000 worth of equipment chargeable to 
the program still to be shipped and $6,900,000 worth of equipment 
from excess still to be shipped. 

Our training program is shown in the bottom chart. Most of the 
training in this area has been by sending teams into the area. Tech- 
nical training teams that go down and visit the countries, rather than 
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bringing a great many of the people under this program into the 
United States. 

We have established or made arrangements for a great many of 
ilese people to attend a school which the Army runs in the Canal 
Zone, an antiaireraft gunners’ school. Most of the money that you 
see under “Training,” that is being requested for 1955 , against formal 
training, is intended to pay the cost of foreign on Br attending that 
school. 

The second chart, Mr. Chairman, shows by bars and by categories 
of equipment what we have shipped by categories, which is shown 
in the heavy cross-hatched section of each bar: what remains to be 
shipped already funded, in the light cross-hi itched section; and a ver y 
dark portion of each of the bars ut the outside tip is that for which 
we intend to use the money we are requesting in fiscal 1955. 

That completes my unclassified statement on this area, Mr. Chair 
man. 

Chairman Cuirerrietp. Thank you. 

I suppose the charts in the classified volumes show us details and 
breakdowns by countries where this materiel is to be used ¢ 

General Srewarr. Yes, sir: we have a complete set of charts for 
each country in the classified volumes, 

Chairman Currrrrieip. You have heard the statements of Secre- 
tary Holland, Mr. Hardesty, and General Stewart. 

Are there any questions ? 

Mr. Vorys—— 

Mr. Vorys. Mr. Chairman, I have a question for General Stewart. 
I was just looking back in the big book and I find that Belgium and 
Luxembourg are programed for $26 million mutual defense assist- 
ance. That is about twice as much as all Latin America. Denmark, 
$11.8 million, which is within $2 million of being as much. 

I wondered if you could give us some statement as to whether the 
defense problems are so greatly different down there, or whether this 
is merely supplementary to their own defenses to a greater extent 
than in Europe, or whether it is both. How do you explain the fact 
that the total military assistance program in South America is very 
small so far as we are concerned ? 

General Srewarr. Mr. Vorys, it is based entirely on the forces 
toward whose equipping the United States is m: aking contributions. 
In the South American countries, in the South and. Central Amer 
ican countries included in this program, the forces supported in each 
country are extremely small. They are generally one battalion per 
country. The biggest single army unit represents a regiment. It is 

the equivalent of a regiment in the United States Army. 

We are contributing toward the equipping of divisions in Europe. 
No country you mentioned has less than three divisions. In a normal 

American division, you will have 3 regiments and each regiment 
will have 3 combat battalions plus special units. That is the expl: na 
tion. 

In the Navy, our program is largely restricted to putting some mod 
ern equipment on existing vessels. The vessels are few in number 
and that keeps the necessity for large funds down. 

In the Air Force, the program up to date is entirely of propeller- 
driven aircraft, suitable for patrol purposes and that in turn reduces 
the necessity for large amounts of money. 
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Mr. Vorys. Is there a program of reimbursable aid under other sec- 
tions of the bill going on with reference to any of the Latin American 
countries ? 

General Stewart. Mr. Vorys, I am very happy that you asked that. 
The Latin American countries are our second biggest customers in 
buying equipment and paying for it. The value of their program at 
the present time is $38 million. 

They are extremely anxious to buy more equipment from us. The 
difficulty lies in the manner in which we require them to finance it. 

We require a country, any country that buys military equipment 
from us, to put the money down before we deliver the equipment or, 
under a special Presidental action, within 60 days thereafter. In 
Latin America they can’t always do that but they want our equip- 
ment. There are other people in the world who will give them very 
good financing terms and they are buying some equipment from other 
people. I cannot quote the section, but in this bill, as drafted at the 
present time, we are requesting changes which will permit us to do 
more business with Latin America, and I hope that this committee 
will support that. 

Mr. Vorys. They have the dollars to buy equipment, is that correct ? 

General Srewart. They have the dollars but they need to spread 
the payments over a little longer period than we permit. If they 
want to buy $1 million worth of equipment, they have to give us now 
a dependable undertaking to pay the full amount, but we may not 
deliver the equipment for a year. 

Mr. Vorys. I am familiar with that proposed section and I think 
it is a good thing. Thank you, Mr. Chairman. 

Chairman Currerriep. Mr. Carnahan 

Mr. Carnauan. I would like to ask another question or two in 
connection with the possibility of using the military forces for train- 
ing, other than purely military, as I talked to the Secretary yesterday. 
Would you care to make any comment on that ¢ 

General Srewart. Yes, sir. Mr. Carnahan, that is being done in 
Brazil at the present time and has been going on for a great many 
years. Not by us, but by the Brazilian Government. They use their 
army as a school in which they teach their people to read and write. 
I think that your proposal is an excellent one and I see no reason 
in this particular area why we can’t encourage this idea—I would be 
a little cautious about some other places. It just so happens that 
a Colonel Sewell, who is professor of military science pene tactics at 
the University of Iowa, wrote me a letter within the last month pro- 
posing exactly what you discussed yesterday and laid out a plan for 
doing it. 

[ have that letter on my desk and I intend to investigate this thing 
and see what we should do on it. I will look into the matter and see 
if there is any prospect of carrying this forward to some extent. 

Mr. Carnanwan. Would you care to make the letter available for 
the record. 

General Srewarr. I would be glad to, sir. I haven’t it with me. 
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(The letter referred to is as follows :) 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
INTERNATIONAL SECURITY AFFAIRS, 
Washington, D. O., May 3, 1954. 
Hon. Ropert B. CHIPERFIELD, 
House of Representatives. 


DeaR Mr. CHAIRMAN: The attached letter to Gen. G. C. Stewart from Col. 
Walter E. Sewell on the subject of training and education in certain Latin 
American countries is furnished for insertion in the transcript of hearings be- 
fore your committee on April 28, 1954. The letter is furnished in response to Mr. 
Carnahan’s interest in this matter as indicated on page 643 of the transcript. 

Sincerely yours, 
CLIivE L, DUVAL, 
Assistant General Counsel, International Matters. 


RESERVE OFFICERS’ TRAINING CORPS, 
STaTe UNIVERSITY or Iowa, 
Iowa City, Iowa, February 25, 1954. 
Maj. Gen. Grorce C. STEWART, 
Fort Myer, Va. 

DEAR GENERAL STEWART: I'm still working on the idea of developing allied 
units which you and I used to discuss at Fort Riley, and I believe that the time 
is ripe to push it again. My latest effort is the enclosed letter which I discussed 
with General Kean. He endorsed the proposal and forwarded it to Washington 

I know you are interested in such a program and I would appreciate your 
giving it your consideration and whatever support you think it may merit. 

Respectfully, 
WALTER E. SEWELL, 
Colonel, Infantry, PMST. 


RESERVE OFFICERS’ TRAINING CorPs, 
STATE UNIVERSITY oF Iowa, 
Iowa City, Iowa, February 8, 195.4. 
Subject: Development of self-sufficient combat units in Latin America. 
Through: Commanding General, Fifth Army, 1660 East Hyde Park Boulevard, 

Chicago, Ill. 

To: The Adjutant General, Department of the Army, Washington 25, D. C. 
(Attention: G—3.) 

1. The problem is the development of Latin American manpower into effective 
units which can make a significant contribution to the military strength of the 
free world. The contribution to total allied strength is not necessarily the 
aggregate number of Latin American troops available for combat, but rather 
this figure reduced by the number of other allied troops required to support 
the Latin Americans on the battlefield. Consequently, the equipment and train 
ing program should be tailored to the capabilities of the manpower, in order 
to achieve not the maximum number of units but the maximum number of self 
sufficient units. The fact is that a high percentage of the Latin American man- 
power is illiterate and our administration and instruction break down with 
troops that are unable to read, write, and figure. So much of our training and 
operations is based on written direction and instructions that we cannot adapt to 
illiteracy. To solve this problem in our own Army we have developed in the 
Army education program methods of teaching American soldiers the three R’s 
in a very short time. The Latin Army could adapt our literacy materials and 
methods to their own soldiers and conduct their own Army education program 
Literacy training can be combined with basic military training, without losing 
much initial time and with the assurance of eventually producing self-sufficient 
units. 

2. The success of this project depends upon several factors: 

(a) Cooperation of the Latin American Republics. 

(b) Formuiation by the Department of Defense, or the Army, of a program 
of training and education especially designed to accomplish the specific mission 
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(ce) Establishment of tables of organization of units and tables of equipment 
of individuals and units compatible with (b) above. 

(d) Provision by the United States (Army) of the technical personnel and 
the equipment to accomplish the objective. 

3. With regard to the above factors, the following comments are submitted: 

(a) The cooperation of certain Latin-American Republics is no problem, they 
would welcome a well-planned program. And success in a few countries would 
convince others. 

(>) The training program must be within the capabilities of the average Latin 
American soldier. Consequently, it should include literacy training, elementary, 
secondary, and vocational education, designed to enable all to read, write, and 
figure, and to raise the select to an educational or vocational level sufficient to 
perform the functions of noncommissioned officers. This means a training pro- 
gram consisting of an effective blending of military and academic subjects super 
vising by personne! of recognized ability in training and in adult education. 

(ec) The organization and equipment should be based on the anticipated goal 
of the training progam and should take into account the lack of education and 
of mechanical experience of the average Latin-American. Weapons, vehicles, 
and other technical equipment must be kept within the operational and mainte- 
nance capabilities of the manpower available. 

(d) The cost of this program will be small. Carefully selected personnel could 
be chosen for the existing military mission, and they could initiate the program 
The project should be conducted in such a way that the Latin army will develop 
its own army education program and carry on without outside assistance. 

4. Such a project requires major decisions and must have high-level military 
and diplomatic backing in Washington. The military mission personnel for the 
program should be carefully selected on the basis of experience in military train- 
ing, adult education, and Latin-American affairs. 

5. This program could well spread to civilian adults and hasten the educa- 
tional progress of the entire population. 

6. It should be noted that this program is applicable to Korea, Formosa, or 
any other underdeveloped land. I have used Latin America because I happen 
to know that part of the world better than any other area. 

7. Attached hereto as enclosure 1 is a suggested procedure for implementing 
the above program 

Wa ter EB. SEWELL, 
Colonel, Infantry, PMST. 


PROCEDURE FOR IMPLEMENTING THE PROGRAM FOR THE DEVELOPMENT OF 
Sevr-SurrrcrENt Compat Units rN LATIN AMERICA 


1. Select a Latin American country, in which we have a military mission for 
a test case. I suggest Paraguay for the following reasons: 

(a) The Paraguayans are good soldiers. 

(b) The country is military minded. 

(c) The population has a high illiteracy rate. 

(d) The Paraguayan Government would be receptive to such a program, I 
know from personal contact with Paraguayan officials that the Government would 
cooperate, if properly approached. However, any small Central or South Ameri- 
ean country with a friendly government would be suitable. 

2. Assign an officer to the Office of the Chief of Staff to direct the project. 
His primary duties would be to— 

(a) Confer with the ambassador of the selected country in Washington. 

(b) Formulate a plan with the Chief of Staff, Minister of Education, and other 
officials of the selected government. 

(c) Establish and maintain liaison with the General Staff in Washington. 

(@) Establish and maintain liaison with the State Department in Washington. 

(e) Arrange for technical assistance from the American Council on Education 
in Washington. 

(f) Outline a program for the United States military mission in the country. 
This may require reassignment of some personnel, because it will be necessary for 
key members of the mission to possess certain specific qualifications. 

(g) Support and supervise the implementation of the program above (par. /). 

3. This project involves practically no cost to the Department of the Army. 
Actually, only one officer should be charged to the program. 


General Srewarr. Normally we do a number of the things you are 
suggesting, within the number of people we train. We train me- 
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chanics, which is normal industrial training. When we bring these 
people into the school in the Canal Zone, they have to be able to do some 
simple calculations. They have to learn the maintenance of instru- 
ments. When our technical teams go out and teach the operation 
and maintenance of equipment, we are in effect carrying out an educa- 
tional program of limited scope. 

Mr. Carnauan. Do you find that this additional training is detri- 
mental to the purely military training? 

General Srewarr. It is essential to it, sir. You cannot teach 
soldier to use modern equipment if he can’t read and write. You 
might teach him to do some things but you have a terrific time. ‘'o 
much of our instruction today is predicated upon the ability to read 
what is in a manual. Now, I think you will recall that in this con- 
nection we have instigated quite a system to teach simple English 
where we are training foreign students in the United States. 

We have placed some of these language laboratories in the school 
and it has proven quite successful. We have placed them particularly 
in the Air Force. The cost of training a pilot through to combat- 
qualified status is so great that if we lose that man about half way 
through his course, with the money we have already spent on him, we 
could have brought about 10 of these laboratories. We installed 
those and we had a little trouble, believe it or not, selling it to post 
commanders. They would say, “Now, I have enough to do, now, 
without starting an English school,” but now they are all enthusiastic 
about it, and we are being requested for more of these things all the 
time. 

Mr. Carnanan. Have you had any particular resistance from any 
countries on offers to help with such a training program ? 

General Srewarr. I do not want to create the impression that we 
have gone into the countries and made offers. We are doing this train- 
ing I just described in our own country, and certainly we have had no 
resistance to sending our teams in to teach people to use the equipment. 
In fact foreign countries pay most of the expenses of those teams. 

Mr. Carnanan. By offering such constructive skills, it would leave 
the feeling on the part of the conscriptee that his time in the service 
was perhaps much more valuable hin he went back into civilian 
life ? 

General Stewart. Yes, sir, it would. 

Mr. Carnanan. That will be all at this time, Mr. Chairman. 

Chairman Cureerrretp. Mrs. Bolton 

Mrs. Boiron. Thank you, Mr. Chairman. 

I want to go back to Venezuela and Bolivia. I was trying to do a 
little arithmetic. On the breakdown of funds in Venezuela, my under- 
standing was that we were more or less cutting down a bit in Latin 
America, but we have 7 technicians there, this Tast year, and now we 
are going to have 8. The difference in fin: ancing i is some $40,000. Does 
1 technician cost us $40,000? That is on page 577, book IT. 

My arithmetic may not be too good but I couldn’t seem to come out 
any other way. 

In the matter of Venezuela, I wonder very much about our giving 
so much when they are making so much money on their oil. Why 
don’t they pay for a few more rather than having us contribute techni- 
cians? Can’t they pay for more of their own now? 
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STATEMENT OF M. N. HARDESTY, ACTING REGIONAL DIRECTOR, 
LATIN AMERICAN OPERATIONS, FOREIGN OPERATIONS ADMIN. 
ISTRATION 


Mr. Harvesty. First, I think I might explain the difference between 
the $93,000 and the $134,000. That was your first question, I believe? 

Mrs. Bouron. Yes. 

Mr. Harpvesty. I have asked several questions about figures through- 
out these countries in that regard. The answer is that the correspond- 
ing number of particular missions is given on 574 and that does not 
eae ny mean that those people are there for the whole 12-month 
period. 

That does not mean, for example, an 84-months’ period, nor does the 
8 people who may be there part of the time, necessarily mean 96 
months. Evidently there is a discrepancy here. 

I can get the exact answer if you want it. 

Mrs. Borron. I think it would be well to have that clearly explained. 

(The information referred to is as follows:) 


This is a statement for the record in response to Mrs. Bolton’s request for an 
explanation of the reasoning behind certain entries for Venezuela in the table, 
“Summary by major cost components,” on page 577 of the presentation book. 
The entries in question are: The estimate of 7 United States technicians in fiscal 
year 1954, costing $93,200, and the estimate of 8 United States technicians in 
fiscal year 1955, costing $134,000. 

The increase of $40,800 in the cost of United States technicians in fiscal year 
1955 based on an increase of 1 United States technician (from 7 to 8) came 
about because the fiscal year 1954 estimate contemplated the employment of 7 
technicians for a total of only 61 man-months, whereas the estimate for fiscal 
year 1955 provided for 8 technicians for 84 man-months. 

The following statements show the breakdown of our latest cost estimates for 
United States technicians in Venezuela in fiscal years 1954 and 1955: 


sRovane, 

Number of Solarta. travel, and 

man-months| Salaries transporta- 
tion of things 


Thousands Thousands Thousands 

Fiscal year 1954__- 61 $44.3 $48.9 $93, 2 

Fiscal year 1955 a : s4 62.2 71.8 | 134, 0 
| 


Total 


Mrs. Bouton. What about Venezuela? Is she going to pay a little 
bit more ? 

Mr. Harpesty. There seems to be no question but what the Govern- 
ment of Venezuela is well off financially. 

However, I would like to call your attention to a few facts on 
page 573. 

Now, this has to do with the overall population. The per capita 
calorie intake is 2.200, and the estimated requirement for the country 
is 2,440. 

The overall labor force in the country is 1,240,000 out of a popula- 
tion of about 5.4 million. Venezuela is more or less in the position 
of having a relatively few people at the top of the income brackets 
and the vast population in the lower brackets. 

Mrs. Bouron. Do we suggest she better put some of her funds in? 

Mr. Harpesry. We are negotiating something at the present time. 

Mrs. Bouton. We are negotiating something to bring up the stand- 
ard of living? 
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Mr. Harpesty. Yes. Upto now we have had nothing but the health 
and sanitation program but we hope we can interest them in request- 
ing agriculture programs and education programs? 

You asked about the contributions. Our cash contributions to 
servicios in joint funds in the year 1954, was about $25,000 as opposed 
to their $135,000. That is over 4 to 1 which I think represents a pretty 
good ration. (For corrected figures, see p. 394.) 

Mrs. Bouron. Yes; I should think so. 

In the matter of Bolivia, will you clarify my thinking on this: $9 
million is to be appropriated for dev elopment assistance. 

Now, is that not quite confusing if quite a large part of that goes 
for emergency food? Why don’t we czll it emergency food and hs ave 
the developments be development 

Mr. Harvesty. Well, there is additional development assistance 
that has to be purchased by dollars but the emergency food part of it 
generates counterpart funds, which in tur n—you see, the food | is not in 
itself an outright gift and a loss at the time it is passed out. It is sold 
on the market. There is realized currency from the sale of food, 
which is placed into a fund and that fund is made available for de- 
velopment assistance within the country for those things that can be 
purch ased within the country, for Bolivian labor, for “example, and 
services. 

Mrs. Bouron. That doesn’t make a situation of misunderstanding 
with other countries, that we call it a development fund and yet it 
goes for food ¢ 

Mr. Harpvesry. The source of the funds is food, but the ultimate 
use of the money is in development. We realize the money from the 
sale of food and we use the money that is realized in the development 
of the country. 

Chairman Currerrietp. Mr. Zablocki—— 

Mr. Zasiockt. No questions. 

Chairman Currrrrietp. Mr. Javits 

Mr. Javits. I have a question which is sort of addressed to all three 
gentlemen and they can answer it as they choose. 

I would like to know what impact you feel in respect to both our 
military and economic assistance programs, from the two totalitarian 
poles in Latin America, one in Argentina, the Peronist right, and the 
other in Guatemala, the C ommunist left. 

What impact do you feel in the carrying out of the military and 
technical assistance programs in the other Latin American Republics, 
from these two? 


STATEMENT OF HON. HENRY HOLLAND, ASSISTANT SECRETARY 
OF STATE FOR INTER-AMERICAN AFFAIRS 


Mr. Hotianp. I am advised we have no military aid program in 
Guatemala, but I would say this—your question was more general 
than that specific, detailed answer—regardless of opinion that may 
exist of the two countries you have named, or others in Latin America, 
formulation and conduct of programs of the character that are out- 
lined for you here today cant fail but to serve the foreign policy of 
this country because it demonstrates that our action in these countries 
is consistent with those aims on the part of the United States which 
can be the only aims that will contribute to legitimate and proper 
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goals. That is, the defense of this hemisphere, that is the establish- 
ment of sound, self-reliant economies in these countries, and will do 
so without v iolating those principles of nonintervention that we have 
reiterated in so many treaties and public gatherings. Therefore, 
regardless of the spectrum of public opinion that you may be con- 
sidering, these programs cannot fail to serve the foreign policy of 
this United States, which in its essence is the furtherance of the 
inter ae of the people of the United States. 

Mr. Javirs. Could we ask Mr. Hardesty whether he runs into any 
interference in our technical programs, from Argentine or Guate- 
malan influence in other countries ¢ 

Mr. Harpvesry. We have no interference so far as I know, from 
a eyes We have no program in Argentina. 

Mr. Javrrs. I am not talking alone about programs in these coun- 
tries. I am talking about programs in the other 18 republics. Do 
you run into any interference from Argentina, or from Guatemala 
in those countries? 

Mr. Harpesry. I have had no reports of such interference. I think 
one way to answer that is this: One of our technicians in Guatemala 
was in my office about 10 days ago and I questioned him on that 
subject. There appears to be no interference in Guatemala, itself, 
from Communist efforts of the Government. I think, or at least I 
assume from that, there wouldn’t be in any other country if there 
isn’t in Guatemala. 

Mr. Javits. Is there any evidence of the Communist-tainted Gov- 
ernment of Guatemala seeking to use our aid to buttress itself? 

Mr. Harprsry. There is no evidence. If you wish to pursue it 
there are some comments I could make in executive session on that. 

Mr. Javrrs. Could you say in public session that we are satisfied 
that on balance it is in the United States interest to continue the 
Guatemalan program ? 

Mr. Harpesty. Yes, sir. 

Mr. Hotzanp. I would like to give my endorsement to that last 
statement by Mr. Hardesty, that on balance, it is very much in our 
interest to continue our programs in all the countries, if for no other 
reason—and I am not being facetious, because of the violent opposi- 
tion to those programs from known Communist elements air Wiad 
And the further fact that these programs have contributed so much 
in Bolivia to strengthen the anti-Communist characteristics of that 
Government. 

Mr. Javirs. I wanted to ask General Stewart whether he can say— 
I don’t know whether he is permitted to say or not—whether we have 
any phase of our military-assistance program in either Guatemala 
or Argentina. 

General Stewart. There is an Army and an Air Force mission in 
Guatemala and they are still there. 

Mr. Javrrs. But, you have nothing in your materiel program for 
either of these countries? 

General Stewart That is right. 

Mr. Javirs. There is a great need as we all know for the invest- 
ment of Dnt hhroral capital or public capital in Latin America, and, of 
course, that ties in with all your technical-assistance prograrhs. 
Could you make us some recommendations for inclusion in this new 
legislation, as to how we could improve the possibilities of private 
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capital going in there, for example, by any reform of the guaranty 
section, or any other suggestion that you can make in this law which 
would help get private capital invested in Latin America? 

Mr. Hotianp. I would be very happy to. If you would like me 
to, I would be happy to study that and come back with what I con- 
sider to be my best possible considered judgment on the subject be- 
cause it is a goal to which I would be very glad to make a contri 
bution. 

(The information requested appears on p. 422. 

Chairman CutrerFreLp. Mr. Burleson. 

Mr. Burueson. General Stewart, is it possible for you to make a 
comparison of the efforts on the part of the Latin American countries 
in which we do not have a direct military program to the efforts of 
those countries in which we have cooperative agreements for hemis 
pherical defense and internal security ! 

General Stewart. I am not prepared to answer that now. I have 
made no such comparison. I will undertake to get it for you and send 
it to the committee, sir. 

Mr. Burteson. I assume that Bolivia, Argentina, Venezuela, Para 
guay, and any other countries in which no military-assistance pro 
gram is in effect indicates that they are probably able to do a great 
deal for themselves without our military assistance. Is that a safe 
assumption 4 

General Srewarr. I believe, sir, that the safer assumption is that 
our programs are in those countries, whose geography and some other 
factors make it most. likely that they will contribute in a material 
way to the defense of this hemisphere in the event it is attacked. Our 
programs are planned with specific relation to certain tasks which 
their position permits them to do. 

Mr. Burteson. I will have to think about that statement. IT am not 
sure I understand it. 

General Srewarr. I can discuss this a little more freely in execu 
tive session, sir. 

Mr. Burieson. We have no military-assistance program in Cen 
tral America at all, as I see it here. 

General Srewarr. I will have to look up the names in my state- 
ment. We have Brazil, Chile, Colombia, Cuba, Dominican Republic, 
ccuador, Peru, and Uruguay active. 

Mr. Burteson. None of those are in Central America. 

General Srewarr. Nicaragua signed on the 23d of this month. 

Mr. Burieson. Nicaragua is the only one directly in agreement ? 

General Srewart. Yes. Colombia is pretty close there. It is in 
the northern end of South America. 

Mr. Burteson. I was thinking of the area between Panama and 
Texas. 

Chairman Currerriecp. Mr. Jackson. 

Mr. Jackson. Thank you, Mr. Chairman. 

I have no specific questions at this time but I shall have some in 
executive session dealing with several of the programs. 

One thing that is of concern to me in Latin America, as it has been 
in the past, with respect to the programs we have concluded elsewhere, 
is the extent of alia knowledge of the technical-cooperation pro 


gram. I think that it falls short in many respects of what might be 
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desired. How that is best to be met, I don’t know. It is a serious 
matter and it is not restricted, as we discovered on one of our trips, 
to the man in the field or in some of the schools or other projects we 
visited, but actually it extends to government. Without naming the 
country, we attended one affair in which quite an argument developed 
as to what the United States had actually done in that country. The 
public officials from the Foreign Minister on down, had absolutely no 
idea of the amount of money being expended, or for what purpose. 

If these programs are to be the unqualified success that all of us 
hope they will be, we have to find out in some way the story of what 
is being done and now it can be carried down much more effectively 
than it is at the present time. 

In general, I say, as I will say in my report which will be out very 
shortly, on the trip of the subcommittee, that the technical-coopera- 
tion program is doing a good job—physically a good job. And that 
it is my hope that in our preoccupation with other areas of the world 
that we will not forget that we have a smoldering torch in Latin 
America and we should, it seems to me, pay a little more attention 
to Latin America, before it does become an open flame. I have no 
questions. 

I will have some questions in executive session. 

General Stewart. Mr. Chairman, may I add one thing to my re- 
marks. We do have a reimbursable program in Argentina. I said 
we had no program. There is no grant aid in Argentina but they 
have been permitted to buy $800,000 worth of military equipment in 
this country. 

Mr. Javirs. Is that in the last year? I assume that is in answer 
to my question, 

General Stewart. Yes. 

Mr. Javirs. Is that in the last year ? 

General Srewart. I would have to check but I am sure it is over 
a period of years and not just in the last year. 

Mr. Hotiann. Mr. Jackson, your statement is a very sound state- 
ment, and this should be of interest to you because it is on the subject 
you have raised. 

The Bolivian Government has undertaken a campaign of wall post- 
ers on the streets of La Paz to publicize the nature and importance 
of our aid to that Government. Several thousand of them appeared 
on the streets of Bolivia, in La Paz, at the end of March, this year. 

Mr. Jackson. That is fine; I think that is a step in the right direc- 
tion but as I recall it most of the people in Bolivia can neither read 
nor write, so it seems to me we have to supplement that in some 
further way. How, I don’t know, but it is a matter of concern. In 
the country to which I had reference we spent between $300 million 
and $400 million. Yet the officials of that Government were almost 
completely unaware of the fact that the money had been spent, or 
for what. 

Chairman Curperrieip. Mr. Hays. 

Mr. Hays. General Stewart, you mentioned about 10 countries, I 
believe, where we have military-assistance programs in force. Then 
you indicated one has been completed since then—Nicaragua ? 

General Srewarr. Yes. 

Mr. Hays. I assume we have air missions in practically all the 
countries, do we not? 
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General Stewart. I have a list of all missions in a pamphlet and 1 
think that your statement is correct, sir. I can give you exactly what 
countries we have. 

Mr. Hays. It might be well, so we will understand where there 
are activities. It is evidence that we have activities funded under one 
program or another in all the Latin American countries, in view of 
what you just said about Argentina. 

General Stewart. Yes, sir. 

Mr. Hays. I am confused as to why other countries are not men- 
tioned as hav ing programs, since we do have these active iissions and 
they are not enumerated as having military-assistance programs. Do 

ou distinguish between countries in which we have a mission but no 
oa ye assistance program? Is there some distinction there? 

General Stewart. Yes; the missions we have in theso countries are 
training and advisory people, many of whom have been there as long 
as 80 years. The United States Government bears no cost, except the 
normal pay of these people that they would be paying anyhow. 

Now, this military-assistance program has come in here in the last 
4 years, where we are actually putting in some equipment, and also we 
are doing some training. But the missions are such, when we speak of 
these missions, they were in existence before this program ever started. 

Mr. Hays. Since training is involved, they are assistance programs, 
are they not? 

General Stewart. Yes, sir; I think that is a fair statement. 

Mr. Hays. That is not covered in the $13 million ¢ 

General Stewart. None of the expenses of missions are involved in 
the funds we are requesting except in those cases where a mission— 


several members of a mission—people already there have been desig- 
nated as the acting ae assistance advisory group. Now, if the 


committee likes, I could talk a little bit about that situation. 

As I explained last year, we ran into the situation where you have 
a training mission in a Latin American country. That is, there has 
been a mission there, let us say, for 15 years. Now, we come in and we 
decide we are going to have a military-assistance program. There is 
a conflict-of-interest sentence in the bill that strongly suggests that 
nobody involved in the military-assistance program should receive any 
compensation of any kind from a foreign government. 

Now, these missons have, by law, by act of Congress, always been 
permitted under a scale agreed to "between the countries, to receive 
certain compensations from the countries in which they were serving. 
And so we went to the legal people, and it was recommended that we 
had to have a Military Assistance Advisory Group in addition to the 
mission. 

Westarted out to do that, but making them very small, 1 or 2 people. 

The thing became so ridiculous, in actual fact, where you had 10 or 
12 people there, and you were going to put in 1 infantry battalion, for 
example, then you had to put in people on top of that. When Mr. 
Nash, the former Assistant Secretary of Defense for International 
Security Affairs, when he made his trip through South and Central 
America last January, at my specific request he investigated this thing, 
and we now have a study before the Joint Chiefs of Staff which we 
hope will lead to an agreement that it is proper and right for us to 
use the people already there to handle this very small program that 
we have in the several countries. 
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When you ask me about missions, and whether there are separate 
funds, there is a small overlap where one man is a mission member 
but he is an acting MAAG—it is possible some of his office help gets 
paid out of this program. 

Mr. Hays. It seems we should have figures showing just what those 
expenditures are to be charged to, assistance to Latin American 
countries. If we were asked that question on the floor, and we said 
$13 million, that is not an accurate figure, in view of what you have 
just said. 

It seems to me the statement should be supplemented by some 
description of those items. 

General Srewarr. I can give you the number of people we have 
on missions in every country and what money they get from the 
foreign country. I can give that to the committee. 

Mr. Hays. Thank you, General. I think that would be helpful. 

General Srewarr. [ can also give you what the administrative 
expenses of the military assistance advisory groups were in those 
countries. That would be the funds charged to this program. 

(The information requested appears in the appendix, p. 1136.) 

Mr. Hays. Now, I want to ask a question that you might prefer to 
answer in executive session. Since we were rebuffed by Mexico in 
connection with these negotiations, has progress been made and are 
there similar situations in Latin America ? 

General Srewarr. To the best of my knowledge and belief, there is 
no action underway to bring Mexico into the group of countries 
receiving military assistance. 

Mr. Hays. Thank you. 

Chairman Cuirrrrietp. The Chair would like to ask the committee 
what their desire is about continuing. I would like to finish this 
phase of the program this morning if possible. Perhaps each mem- 
ber could leave the committee room and answer his name on the floor 
and then come back. There are only a few members left to question 
the witnesses. 

Later on, if we needed to, we could resume on this phase of the 
testimony in executive session. 

Did you have a suggestion, Mr. Vorys? 

Mr. Vorys. Mr. Chairman, I hope we can complete this phase 
of it today, and have an executive session. The tentative program 
was to start on Korea, which is a very substantial item in this bill 
tomorrow, but the plan was, the hope was, that we could finish with 
our study in Latin America, and I think it is increasingly evident 
that we need at least a portion of this to be in executive session. I 
would hope we could just run along and keep our attendance here as 
good as we can. 

Chairman Currerrieip. Let’s continue and see how we progress. 

Mr. Hardesty wanted to make a comment. 

Mr. Harvesty. Mr. Chairman, with your permission, I would like 
to correct an error for the record that I made in answer to Mrs. 
Bolton’s question. I read a wrong figure. It had to do with the 
relative contribution that we make with that of Venezuela. 

Our total program in Venezuela is $135,200, including a $25,000 
contribution to the servicio. Their cash contribution is $1,030,000, so 
it is approximately 8 to 1, instead of 4 to 1, as I said. 

Also, another statement I made yesterday in my presentation that 
I think was misleading—I spoke from a chart—was that I said we 
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were spending about half as much for technicians as we are for 
materials, supplies, and grants to servicios. 

Actually, it is estimated that in 1954 expenditures for supplies 
and equipment will be about $5,666,000 of the total of $24,342,000. 
That is about 23 percent. 

The remaining $18,676,000 includes personal services, training, 
and related costs and technical-service contracts. We expect that 
the ratio which is about 3 to 1—for personal services related costs 
to one for supplies and equipment, will apply in 1955. 

Chairman Cntenaicare. Mrs. Church. 

Mrs. Cuurcu. I wanted to ask Mr. Hardesty if, since we insti- 
tuted this program of technical cooperation or development assist- 
ance, whatever name you give it, in Latin America, there has been 
any attempt on the part of any country aided to take over the projects 
in their entirety al relieve us of the expense ? 

Mr. Harvesty. They have taken over thousands of the projects. 
There is an example of that in the posters that I have here. 

Mrs. Cuurcn. Perhaps I could go on to the next question. 

Mr. Harpestry. Yes, ma’am. 

Mrs. Cuurcn. Mrs. Bolton has directed my particular attention to 
Venezuela. I am startled to find the healthy condition of their gold 
reserve as it is. Is their fiscal condition as good as set forth in this 
booklet ? 

Mr. Harpesty. Their physical condition? 

Mrs. Cuurcn. Their fiscal condition. They seem to have central 
bank reserves which have been increasing. They have a slight loss 
in 1953. They have gold reserves which have stayed constant, and 
a foreign exchange that seems to be fairly good, and they have other 
bank holdings. Not too much Government debt. It seems to me 
that Venezuela’s Government, while I don’t want to harp on that 
subject, should be able to carry even that one-eighth of the con- 
tribution. Why do they think we still participate in their program ? 

Mr. Harvesry. As far as technical cooperation is concerned in these 
particular fields, we feel, of course, that we have some competence, 
advice, and guidance that is not available locally. 

Mrs. Cuurcn. Do they appreciate it enough to pay for it, if that 
general suggestion were put before them? 

Mr. Harpvesty. There is an implication in that. I would appre- 
ciate it if I could answer that one in executive session. 

Mrs. Cuurcu. Very well. 

A group of us have been talking since the session yesterday and 
we became fascinated with the illustrative program. ou will recall 
Governor Stassen developed that yesterday. An illustrative pro- 
gram is what the country team or those who make the decision feel 
is best for the country at the time the bill is brought to us. It is a 
rather fascinating subject when we figure how many hours we try 
to spend familiarizing ourselves with a program that turns out to 
be illustrative. 

Within what limits would you say the program you are presenting 
for Latin America is illustrative, rather than definite ? 

Mr. Harvesty. That would be a very difficult question to answer. 
However, I can assure you of this particular point: Our program- 
ing people spend many hours in bringing the program as near to 
what they expect it will be as humanly possible. The changes that 
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are brought about are those that are unforeseen, of course, at the 
time that the plans are made. It is for that purpose, I believe, that 
it was called yesterday, by Governor Stassen, illustrative. 

Mrs. Crrurcn. Can you estimate the degree of convertibility in the 
appropriation you are asking for for your territory this year? In 
other words, how much leeway have you there to make changes in an 
illustrative program ? 

Mr. Harpesty. In our program, according to the legislation, I be- 
lieve it is unlimited. I don’t believe we have any restrictions on it. 

Mrs. Cuurcn. In other words, you could change the complete allo- 
cation within your authority if it seemed wise for you to do so? 

Mr. Harpesty. Yes, ma’am. That has never happened, but condi- 
tions could arise where it would be possible. If it should happen, we 
would inform the Congress. 

Mrs. Cuurcu. Thank you very much. 

Chairman Cureerrtetp. Mr. Morano— 

Mr. Morano. Is there a program for Panama in this? 

Mr. Harpesty. Yes. If you have the book, the program will be on 
page 548. 

Mr. Morano. Can you tell me briefly what it is? 

Mr. Harpesry. Do you mean in what fields we have projects? 

Mr. Morano. Yes. Military, technical assistance, an so on. 

Mr. Harpesty. Well, of course, the Canal Zone is our main military 
interest in that particular region. 

Mr. Morano. I am talking about the Republic of Panama. 

General Stewart. We have no military program. 

Mr. Morano. That is the question I wanted answered. We do have 
our own United States program in the Canal Zone? 

Mr. Harpesty. The Republic of Panama, yes. 

Mr. Morano. Will you make it clear to me? 

General Stewart. I do not have a military assistance program in 
Panama. 

Mr. Morano. In the Republic of Panama? 

General Stewart. In the Republic of Panama. 

Mr. Morano. What did he mean, then, by saying that 

Mr. Harpesty. The Canal Zone is occupied by the United States, 
and we have troops there, airfields, and so forth. 

Mr. Morano. Bo you consider that a Panamanian program or a 
United States program ? 

Mr. Harpesty. That is a United States Government program. 

Mr. Morano. Now, do you have a technical assistance program to 
the Republic of Panama? 

Mr. Harpesty. Yes, sir. 

Mr. Morano. What is the extent of that? 

Mr. Harpesty. We have programs in the fields of agriculture and 
natural resources; health and sanitation; education; transportation, 
communications, and power ; industry, mining, and labor; and a small 
amount for public administration. 

Mr. Morano. Do you know anything about the agitation of the 
Republic of Panama for an increase in the tariffs or the amount we pay 
them as toll charges for the Panama Canal? 

Mr. Harpesty. I think Mr. Holland could tell you about that. 

Mr. Hottanv. I know something about that; yes, sir. 
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Mr. Morano. Why don’t we have a military assistance program in 
the Republic of Panama? 

General Stewarr. It has never been considered that it would con 
tribute to the security of the United States. 

Mr. Jackson. Will the gentleman yield for a moment ? 

Mr. Morano. Yes. 

Mr. Jackson. Panama has no army, as such, has it? It has a 
national police force. 

General Srewarr. The last time I had knowledge of it, it had a 
national police foree. 

Mr. Morano. Then our forces in the Canal Zone are sufficient to pro 
tect our interests in that area ¢ 

General Srewarr. That is correct. 

Mr. Hotianp. You asked me if I knew anything about the request 
of Panama for an increase in the income that they derive from the 
canal. I suggest that I do. 

Mr. Morano. We have an age-old agreement with them, of $250,000 
a year. 

Mr. Hotxanp. It was $230,000 or $240,000 a year, according to thie 
agreement made, I think, in 1903. 

Mr. Morano. I am trying to establish whether or not our friend 
ship with the Republic of Panama is in good shape and whether or 
not this agitation is creating an unfriendly feeling toward the United 
States, in that very vital area? 

Mr. Hoxtanp. I don’t think so. 

Mr. Morano. If so, what are we doing about it? 

Mr. Hoiwanp. I can tell you exactly what we are doing about it. 
Last September the Republic of Panama submitted to this Govern- 
ment a series of proposals comprised of a series of requests for con- 
cessions, or benefits, in a wide number of fields and subjects, some 
relating to income from the canal, some relating to other settlements. 
Negotiations have been under way with that delegation since that 
time. Within the last very short while, the position of the United 
States with respect to all of those different proposals was handed to 
the Panamanian delegation. They will now go back to Panama, 
report on the position of the United States Government with respect 
to those requested concessions, grants, benefits of one character or 
another, and I might say that I feel my own opinion is that the atti- 
tude of the United States Government with respect to those requests 
from Panama was practical, generous, understanding, demonstrated 
awareness of their problems. They will go back to Panama, submit 
the United States position to their own government and advise us 
of their reaction to it. My own opinion is, the manner in which we 
have conducted those negotiations has not prejudiced our relations. 

Mr. Morano. In other words, as a result of our counterproposals, 
you feel the Panama Government is friendly and will continue to be 
friendly ? 

Mr. Houuanp. Yes. 

Mr. Vorys (presiding). I think we want to go into executive ses- 
sion in a few minutes, at which time our numbers may increase. 

Mr. Hardesty, you will remember we worked to turn over projects 
to the cooperative countries as soon as they can adequately handle 
them. Then, on this very interesting health chart, you said, “In 10 
years, 2,745 separate health projects were completed or turned over 
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to the Latin American Republics.” Do you have a comprehensive 
list of the number of projects that have been turned over? 

Mr. Harvesry. I asked for that list and it has taken some time to 
arrive at it because of the great number of subprojects that were 
within overall agreements. I do not have, at this time, I believe, a 
complete list of all projects that have been turned over. However, I 
think I can give you quite a few illustrative figures in the health field. 
I can submit this for the record or read it, as you wish. 

Mr. Vorys. If it is quite a table, there, I think it would be better 
to submit it. 

Mr. Harpesty. Very well, sir. 

(The information referred to is as follows :) 


TRANSFER TO Host GOVERNMENTS OF RESPONSIBILITY FOR CONTINUING DEVELOP- 
MENT OF AcTiviTIeEs INITIATED BY TECHNICAL COOPERATION PROGRAMS 


It is an established policy that activities started and initially carried out under 
the technical cooperation program by United States personnel be transferred to 
the government of the host country as soon as the stage is reached where a host 
country agency can satisfactorily assume responsibility for continuing the 
activity. 

There has been some criticism to the effect that this policy is not always being 
followed. FOA endeavors to develop a system governing the transfer of re- 
sponsibility to the host government which will assure timely United States with- 
drawal from all matured activities. 

To some extent, however, this criticism appears to be based on the miscon- 
ception that a major technical cooperation device, namely the servicio is tanta- 
mount to a project or an activity and lends itself to transfer when matured. 

The servicio is an agency set up by the host government as a bureau within 
an appropriate ministry to carry forward a given program of technical coopera- 
tion in which the United States participates by supplying technicians and part 
of the program funds. The major part of program operations in Latin America 
is carried out through these joint agencies established under broad program 
agreements covering major fields of activity, such as agriculture, health, educa- 
tion, and industry. The servicio provides the means of achieving joint planning, 
administration, and financing of cooperative activities. After the host govern- 
ment has assumed the responsibility for continuation of certain activities the 
servicio then moves on to initiate new activities most essential at the current 
stage of development in its program field. Eventually, however, the point will 
be reached in each particular program field where there is no longer a need for 
the functions being performed by a servicio, or for United States participation 
in the performance of those functions, and when that point is reached the 
servicio in that particular field will be disbanded. 

Part of the program in Latin America—particularly in fields such as public 
administration, minerals developments, and transportation—is being carried out, 
not by sharing operating responsibility for development activities carried out 
by a Servicio but simply by providing technical advice to host country agencies. 
In some cases a Servicio even may serve in an advisory capacity to a regular host- 
country agency rather than itself assume operational responsibility. Where 
assistance is furnished on this advisory basis, there is, of course, no question of 
transterring operating responsibility, since that responsibility remains through- 
out with the host-country agency. 

The program of the Servicio is in most cases composed of a number of projects, 
which in turn may be composed of a number of activities. For example, the 
health and sanitation project No. 13 in Bolivia includes 8 activities which by their 
very nature might be considered as individual projects, i. e., a dispensary, a 
vocational school, and a water-supply system. In some cases, project and 
activity are synonymous; in others, program, project, and activity are the same. 
Thus, it is difficult, if not impossible, to give an exact statistical answer to the 
question as to how many projects have been completed and transferred to host 
governments in Latin America. Such statistics, moreover, would not fully ex- 
press the degree to which responsibility has been transferred. A few examples 
given below are intended to bring out this fact. 

Since the beginning of the cooperative health programs in 1942, a total of 
3,954 activities have been initiated for Latin America as a whole, of which as of 
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June 30, 1953, 682 were reported as active and 1,405 as having been transferred. 
These activities or projects included water-supply and sewerage systems, health 
centers, and hospitals. There were, however, an additional 1,507 activities 
which had been completed and were not of a nature requiring formal transfer to 
the host government. These consisted of engineering studies, surveys, DDT 
spraying projects, medical care, and disease studies. 

If the corresponding statistical picture for Brazil were developed in detail, 
it would not show several very important facts from the viewpoint of transfer 
of responsibility: (a) Originally the great bulk of the total cost was borne by 
the United States, while today the United States portion of a greatly expanded 
program is comparatively small; (b) in 1943 the United States personnel num- 
bered around 70, in 1953 around 20, the number of Brazilian personnel having 
risen from around 75 to 200; (c) as early as 1945 a Brazilian had taken the place 
of a United States technician as superintendent of the Servicio and, while in 1943 
the then existing 9 divisions were administered by United States technicians, in 
1953 the 11 divisions were in charge of Brazilians, only 6 of which required the 
collaboration of United States technicians in an advisory capacity; (d) in some 
areas of Brazil the administrative organization and the relationships of the 
various state and other local governmental units responsible for health services 
is such that after certain activities of the Servicio develop to a point of logical 
transfer to Brazilian administration, there is no appropriate agency to which they 
could be transferred; in some areas Brazilian units responsible for health serv- 
ices are as yet nonexistent so that the Servico remains the sole agency to carry 
out public-health activities. 

In the field of agriculture, the activities of the Servicio in Peru may be used 
as an example. (a) Extension service: This activity, started in 1943, within 
the framework of a larger program of agricultural development and, manned 
with four United States technicians, was placed under the directorship of a 
Peruvian in 1946. There are now 42 rural extension offices wholly staffed by 
250 Peruvians, United States participation is by way of advisory services and 
assistance in fiscal management. Transfer of complete financial responsibility 
is contemplated in fiscal year 1955. (b) Research: This project was staffed 
entirely by United States technicians in 1942. Today, Peruvians direct the 
experiment stations (Tingo Maria and La Molina) and United States personnel 
has been reduced from its maximum strength of 14to 7. Fiscal management still 
remains with the United States because United States funds will continue to be 
involved through a contract with the College of Agriculture of the University 
of North Carolina. (c) Machinery pools: This operation was started in 1944 
with United States personnel in charge, whose maximum number reached five in 
1947. Today more than 350 Peruvians are connected with the pools; there is 
Peruvian direction and no United States funds have gone into the operation for 
2 years. While still a government operation, it is expected that within a few 
years the pools will be owned by farmers’ cooperatives. (d) Other activities: 
There are literally hundreds of smaller projects now under Peruvian manage 
ment which had been initiated by the Servicio as a pioneering and demonstration 
agency (pest control and livestock improvement). In many cases the Servicio 
acts, so to speak, as a contractor for the Peruvian Government, which takes care 
of the financing, leaving to the Servicio the initiation and temporary operation. 
This is particularly true in connection with irrigation and other agrcultural en- 
gineering projects. Major items transferred are quarantine stations, storage fa- 
cilities, and a fish-distribution center. 

In the field of agriculture some other examples of activity transfer are the 
following: 

(1) Dominican Republic: Rubber program, initiated in 1941, was turned over 
entirely to the Government at end of the fiscal year 1953. It comprises research 
and small-scale extension activities based on a 40-acre experimental station. 

(2) Honduras: The entire Forestry Division of the Agriculture Servicio 
(STICA) was transferred intact as an organization on July 1, 1953, to the Min- 
istry of Agriculture to form the Honduras Forest Service. The Honduran who 
served as assistant to the United States technician under STICA became the 
Chief of this Forest Service. A United States technician remains as technical 
adviser. 

(3) Paraguay: Model dairy established and operated by the Agriculture Ser- 
vicio for 10 years, producing more than a million quarts of milk per annum, was 
transferred to the Ministry of Agriculture early in 1954, including a large foun- 
dation herd of Holstein cows. 
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Developments connected with the establishment of a new industrial trade 
school in Paraguay illustrate the transfer of responsibility process as it occurs 
in a Servicio in the field of education. 

The original education program in Paraguay provided only for the planning 
and establishment of a trade school (the first such school in that country), and 
the training of teachers for the school. Paraguay constructed the buildings and 
joint funds of the Servicio paid for the shop equipment and project opera- 
tions costs. The program as originally contemplated was completed at the time 
the school was placed in operation in 1938 and, theoretically, transfer would have 
been possible at that time. 

However, experience gained in Paraguay, and in other Latin American coun- 
tries between 1944 and 1948, demonstrated that construction of the buildings, 
equipping the shops, and the preparation of courses and teachers which could 
be carried out during such a span of time, was insufficient to establish schools 
and a system capable of producing on a lasting basis the skilled tradesmen 
needed by industry. 

As a result, the Servicio program was broadened and by now some of the 
additional activities have been substantially completed insofar as the respon- 
sibility of the United States and its technicians is concerned. For example, for 
more than 2 years all of the regular teaching duties in the school have been car- 
ried out by Paraguayan instructions and administrative direction of the school 
was turned over to a Paraguayan. United States technicians continue to advise 
the Paraguayan faculty in the school planning and operation, while assisting 
the Ministry and Paraguayan industry in putting the expanded program into 
effect. 

The process of transferring responsibility of Paraguayans has resulted in re- 
ducing the staff of United States vocational technicians from 5 to 2, and these 2 
are engaged primarily in carrying out tasks which have to be done in order to 
assure lasting benefits from the project which was originally planned. 

Financial responsibility for this activity initiated by the Servicio is now pass- 
ing from the Paraguayan Government to private interests. In February 1954, 
the Paraguayan Industrial Union (of employers) signed an agreement to con- 
struct a building to house a general metal shop (machine shop, welding shop, 
iron shop, and necessary classrooms) at no cost to the Paraguayan Government. 
In addition, the union has been working on a proposed law whereby it would tax 
itself in order to support the entire school financially. 

In the cooperative rural education program in Paraguay, there has been no 
need for United States demonstration elementary teachers since October 1950. 
A sufficient number of Paraguayans had been trained to do all the teaching 
in the demonstration elementary schools. 

When the cooperative industrial education program was initiated in Peru in 
1945, six North American industrial education specialists were required to assist 
Peruvian educators in development of the program. Now Peruvian educators 
trained under the program have assumed responsibility for the program with the 
assistance of only two United States advisers. 


Mr. Vorys. This program in Latin America is the oldest technical 
assistance program we have had. There are many instances of suc- 
cess that can be pointed out. However, I notice here we had proposed 
in 1953, $17.9 million; 1954, $25.3 million: for 1955, $25 million. Why 
is it that after this old and successful program has been running 
along, we don’t see the start of a downward curve—not that we would 
eliminate the whole thing, but that there would be a downward curve 
in the proposals for technical assistance for Latin America? 

Mr. Harpvesry. There are probably several reasons for that, Mr. 
Vorys. To begin with, our programs were small, and the interest of 
many of the countries was also lacking in the programs. 

Over the years the countries themselves have seen the results brought 
to their people through our various programs and projects. We have 
expanded into different fields that give technical assistance to them 
that we were not in 13 years ago. We had gone on to other things. 
As you said, in many of the projects the activities have been turned 
over to them. 
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An example I think I might give is that a few years ago we were 
not in public administration to any extent; at the present time, many 
of the governments are asking for our assistance and guidance in the 
fields of public administration. 

Mr. Vorys. Thank you, Mr. Chairman. 

Mr. Harpesty. May I add one thing to that? The chart on contri 
butions, I think, is indicative of the interest the countries themselves 
have taken in this program. 

(A chart entitled, “The Latin American Republics Have Steadily 
Increased Their Share of Project Costs as the Programs Mature,” 
was shown, see p. 376.) 

Mr. Harpesty. I think it is indicative of the progress that has been 
made in these particular fields. 

Chairman CurrerFie.p. Mr. Bentley. May I interrupt for just a 
moment ? 

Mr. Bentley, we welcome you with open arms. [Applause.] 

We rejoice that you have recovered and can be with us. I speak 
for the whole committee and everyone here. 

Mr. Bentiey. It is mighty good to be back, indeed, I can tell you. 

Chairman Cuarrerrretp. The committee will now go into executive 
session. 

(Whereupon, at 11:35 a. m. the committee proceeded in executive 
session. ) 

Chairman CuirerFieLp. We are now in executive session. If there 
are any questions that you wish to ask of any of the witnesses, I will 
be glad to have you propound them. I don’t believe we need go down 
the line in any way. I believe we can do it informally. 

Anyone who would like to ask a question may proceed. 

Mr. Javits. 

Mr. Javirs. Mr. Chairman, the witness said in response to me and 
others here that they had some things they could only develop in 
executive session. I would suggest that in their own way they develop 
them in whatever order they would like. 

Mr. Hotzianp. Reading from left to right, I don’t believe I said that, 
so I pass to Mr. Hardesty. 

Mr. Harpesry. One of the things was about Guatemala. One of 
the outstanding effects that our mission has noted, our personnel has 
noted, is that the people in Guatemala with whom they work, in agri- 
culture and health, are most enthusiastic and most cooperative with 
our technicians. 

(Discussion off the record. ) 

Mr. Javirs. Are we supplying any military materiel to Guatemala, 
as distinguished from training missions ? 

General Stewart. No, sir. 

Mr. Jackson. Would the gentleman yield at that point, on Gaute 
mala? 

Mr. Javits. Yes. 

( Discussion off the record.) 

Mr. Jackson. I am convinced that the vast bulk of the population 
of Guatemala have absolutely no independent ideas with respect to our 
program. Again, you have a vast Indian population, illiterate, living 
under the most primitive circumstances. When the government offi- 
cials of one of the great republics know nothing about the program, 
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then it is very unlikely—it is inconceivable to me that the population of 
Guatemala has any idea whatever about it. 

I think that if they do know something about it, then all of the 
propaganda agencies of the Guatemalan Government are directed 
against giving us any credit whatever for what is being done. 

I think if there are outward evidences which are brought to the 
attention of some of the population, that the lion’s share of the credit, 
if not all, is being taken by the Guatemalan Government. I think that 
what we do to strengthen the economy of Guatemala redounds to the 
credit of a government which, again, in my opinion—and I certainly 
am no authority on the matter, but one which appears to be dominated 
by Communist elements. 

Here is the legislative body, in answer to a statement made on the 
floor a few months ago, that Guatemala must pattern her life after 
the mother country, which is the Soviet Union, almost to a man stood 
and cheered. 

With respect to military assistance, with respect to the air mission, 
I think anything we do in the military area strengthens the capacity 
of the Government to wage aggressive warfare, if necess: ry, against 
Nicaragua, Salvador, and Honduras. This was the army called out 
to put down anti-Communist riots several months ago. There is no 
question about what they did; they went out and shot down some 
anti-Communists. 

This is undoubtedly the most serious problem the administration has 
to contend with in the Western Hemisphere. What is the best course 
for us to follow? 

(Discussion off the record.) 

(A following question of Dr. Judd was stricken at his request.) 

Chairman CnreerrretD. Mr. Bentley wanted to ask a question. 

Mr. Benriey. Mr. Holland, what are we doing to increase Guate- 
malan coffee production insofar as our technical assistance is con- 
cerned, do you know ? 

Mr. Harpesry. I would like to ask Mr. Stone, who is the area 
director, and who is in the room, to answer that particular question. 


STATEMENT OF WYMAN STONE, DIRECTOR, CENTRAL AREA, LATIN 
AMERICA, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Srone. We have had a person assigned to Guatemala, a man 
available to do coffee research work in the whole of Latin America. 
He has had his home station in Guatemala and he has been doing some 
work on coffee diseases. I don’t think he has worked at all in improv- 
ing the actual production in Guatemala as a specific job. He has been 
interested in a regional way in increasing production all around in the 
different countries and he happens to be home-stationed in Guate- 
mala, but that is all the coffee work we have been doing in Guatemala. 
having him stationed there and carrying on some of his plant re- 
search there. I think Mr. Hill might know more about that. 


STATEMENT OF REY M. HILL, ASSOCIATE REGIONAL DIRECTOR FOR 
LATIN AMERICA, FOREIGN OPERATIONS ADMINISTRATION 
Mr. Hii. We do have the agricultural stations there, where we have 


seven technicians. One is a coffee specialist, in addition to the re- 
gional technician. 
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Mr. Benriey. Can you tell me how much of the Guatemalan coffee 
production is taken by this country ¢ 

Mr. Srone. I think the total production is around $68 million in 
1953, and about 83 percent of it came to the United States. 

(Discussion off the record.) 

Mr. Vorys. Mr. Chairman, I wonder whether we could find out 
about this claim that was announced the other day, of the $15 million 
against the Guatemalan Government, and what we are ane about 
pressing it? As I understand, that has to do with only the first 
expropriation of United Fruit Co. lands and not the second one, is 
that right? 

Mr. Hotxianp. Are we on or off the record ? 

Mr. Vorys. Mr. Chairman, I think we should say to the secretary 
that the practice is that when we go into executive session, we make 
as much of a record as possible, and it is subject to editing by the 
witness afterward. If any answers need to be changed or eliminated, 
they can be changed 

The matter that is taken in executive session later appears in the 
hearings and certainly on this matter where I am reading from a 
press release, I would hope that you could give us a statement that 
would be of some help to the committee, and might in later editing be 
left partially in the record. 

Mr. Honianp. In response to that, I would be very glad to say 
that this is your hearing. I am before the Congress of ‘the United 
States. I will make my answers on or off the record, as you direct 
me. 

Mr. Vorys. Well, what I mean is that you may make any of your 
answers in executive session off the record by striking the answer out 
later. If it is a matter that shouldn’t even be placed in our com- 
mittee record, you are at liberty to ask that the stenographer not even 
take it down. 

Chairman Curperrietp. Mr. Crawford, explain the situation inso- 
far as the record is concerned. 

Mr. Crawrorp. Mr. Vorys has explained the situation very well. 
We keep these under complete security regulations, and they are not 
available to anybody. 

Chairman CHIPerFtetD. You can edit any answer or anything of 
that kind and then determine which answers should be made public. 

Mr. Jupp. If you know that you don’t want it in, just ask him to 
strike it out at the time and don’t record it. It is up to you. 

Mr. Crawrorp. When we send these transcripts to the Government 
Printing Office, the deletions are further deleted by the use of scissors 
by the young ladies outside, so there is no chance of a leak through the 
Government Pr inting Office. 

Mr. Hortanp. I will make a statement with respect to the United 
Fruit claim. If it doesn’t fully meet the points in which you are 
interested, you tell me, and I will try to clarify it. 

I would like to make a rather complete statement, because a num- 
ber of points that I will bring up are of great importance. 

I conceive that the responsibility of the Department of State, just 
as it is your responsibility, also, is primarily to the people and the 
Government of the United States. In the foreign field, certainly, I 
conceive that my primary responsibility is to carry out those policies 
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that are laid down for the State Department by the appropriate 
branches of this Government, and to do so without respect to their 
effect on the interests of any individual business or group of businesses. 

Despite the fact that I consider that the first and primary responsi- 
bility, I consider that a very important subsidiary responsibility is to 
do those things which are proper, effective, and consistent with our 
policy and law, to further the interests abroad of the United States, 
and those two considerations will considerably shape everything I do 
as long as I occupy this office. 

You have a difficult situation with respect to this claim in Guate- 
mala, for the following obvious reasons, all of which are apparent 
to you: 

The Guatemalan Government, while basically engaged on the one 
hand in attempting to liquidate American investment in that country, 
each time any criticism is raised of its Communist aspects, attempts 
to concentrate public and world attention on what they assert is our 
attempt to leave no means unturned to ferce upon them something 
favorable to the particular United States business interest involved. 

The Government of Guatemala tries to defend itself whenever at- 
tacked with respect to communism—and you are as aware of this as 
I—with the assertion that the Department of State and the United 
States Government is to a varying degree nothing but an arm of the 
United Fruit Co. 

We have to do those things that will make it very clear that whatever 
problems we have in the proper, lawful, and effective defense of United 
States investments abroad, in Guatemala, and whatever we may do in 
the discharge of that function, we consider that there is an entirely 
separate, distinct, and even more important problem, which is the 
defense of this hemisphere against world communism. Our responsi- 
bility is to see to it that the penetration of communism in this hemi- 
sphere is contained. 

Now, that is the more important function that we are discharging 
in Guatemala and everywhere else in this hemisphere, in my opinion. 
And I say that without deprecating in any way the responsibility that 
we have and will attempt to discharge and that is to defend legitimate 
American investments abroad wherever they may come within our 
jurisdiction. 

We have to use the very best judgment that I, and people who are 
advising me, can bring to bear,‘at this time, in processing the United 
Fruit claim to make sure that no one loses sight of the fact that we 
shall by all proper means defend the legitimate interests of United 
States investment abroad, but that in so doing, we are not tangling 
that problem with the Communist problem, which is an even greater 
and more important vital question to the people of the United States. 

We have submitted this claim to the Guatemalan Government. The 
reason we have submitted this claim to the Guatemalan Government 
is that it is one advanced by the legitimate and lawful United States 
interest activity abroad upon which the Guatemalan Government has 
declined to take any action to discuss a solution with the business 
interests involved. We will be confident, temperate and to the best of 
our ability unemotional in protecting the legitimate interests of that 
particular company, but to the best of my ability, I will not handle 
that in such a way as to lend any credibility to the Guatemalan as- 
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a 
sertion that all of our interest in communism is simply to force them 
to reach some conclusion with respect to the United Fruit claim. 
Was that so long that I completely lost you, or did I get over my 


. thought ? 


Mr. Vorys. I guess so. 

Mr. Hotianp. I am afraid it is the former, but I will answer any 
other questions that anybody may have. 

Mrs. Ketiy. I have several questions. 

Did I understand you to say, Mr. Secretary, that it was the policy 
of the Government to contain communism in Guatemala? 

Mr. Houanp. Whatever I said, the policy of this Government, as I 
conceive it, is to contain the penetration of communism anywhere in 
this hemisphere ; reverse the process and eliminate the Communist 
penetration wherever it may appear in this hemisphere. 

Certainly, that is my purpose in the particular geographical area 
for which I am responsible. 

Mrs. Keiiy. General Stewart, in the mission in Guatemala, do they 
have complete freedom of travel ? 

General Stewart. I do not know. I will get you that answer. 

Mr. Hotianp. I think our people can go anywhere they want to in 
Guatemala. 

Mr. Jackson. Will the gentlewoman yield ? 

Mrs. Ketiy. Yes. 

(Discussion off the record.) 

Mr. Hotianp. The question was whether there were restrictions on 
travel. 

Mrs. Kexty. Is there complete liberty of travel by our military mis- 
sion down there ? 

Mr. Jackson. I would not say it was complete freedom of travel 
if you have to travel with somebody looking over your shoulder, 

Mrs. Ketiy. That is why I wanted to know that. 

Mrs. Botron. Isn’t that a question we should ask the Defense De- 
partment in this whole matter of the air mission ? 

General Srewart. I will endeavor to secure someone who is in- 
formed. I have no program in this country. 

(The information referred to is as follows :) 

No reports are at hand which would indicate that military personnel assigned 
to the mission in Guatemala are restricted in travel or kept under surveillance. 
No cases have been reported of interference with mail. 

(Discussion off the record.) 

Chairman CutrrerrieLp. Are there any further questions ? 

Mr. Jupp. Mr. Chairman, 1 would like to hear the answers with 
respect to Venezuela. 

(Discussion off the record. ) 

Mr. Jackson. Will the gentlewoman yield ¢ 

Mrs. Cuurcu. I do not believe I have the floor, Mr. Jackson. 

Mr. Jackson. Isn’t it true that from the economic st: andpoint of the 
average citizen, that perhaps, and because of this tremendous wealth 
which has been developed in Venezuela, that the pressure on the 
average Venezuelan in terms of inflation and his capacity to get any- 
thing, is probably as bad or worse than it is anywhere else in. the 


hemisphere? 
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( Discussion off the record. ) 

Mr. Jackson. With the possible exception of Bolivia or Paraguay. 
In order to go out and buy a coconut or a papaya or taro root, he is in 
worse shape than anyplace else, simply because this money hasn’t ° 
sifted down to that level, and in the meantime, he has been subjected 
to these tremendous economic pressures. 

That doesn’t relate to whether or not we should give one-eighth, but 
as far as the necessity to do a job is concerned, I think there is a great 
deal to be said for a continually expanded program in Venezuela. 

(Discussion off the record.) 

Mrs. Cuurcu. Mr. Chairman, if the gentleman would yield to me, 
what I was trying to get at, Mr. Hardesty, was the psychology of the 
whole hemispheric attempt. May I say this is a part of the program 
in which I had most faith, which you might not think from my ques- 
tions. But I cannot help feeling that if eventually we could work out 
a system whereby these countries would carry their own responsi- 
bilities, it would both help their pride and relieve us. 

(Discussion off the record.) 

Mr. Harpesty. Mrs. Church, one of the successes, I believe, of the 
program—and sometimes it takes it a long time to be seen—is the fact 
that our technicians, through their attitudes of helpfulness by getting 
out in the fields, getting their hands dirty, shall we say, working di- 
rectly with the people, creates a desire of the people themselves to 
continue, to change their way of life. 

Now, unless those people are there, the status quo is liable to be main- 
tained for an indefinite period. If we can [security deletion] show 
them a picture of what they can do with the resources that are at 
hand, perhaps then the economies of the country and the worth of each 
individual country to the whole of the hemisphere will be increased. 

In Venezuela we have, in programing, made only $25,000 available 
against approximately $1 million that they put up. So the proportion 
you see is not on the basis of what we are doing but it is a question, 
again, perhaps of psychology as you mentioned. 

(The following has been submitted for inclusion in the record.) 

Venezuela has a comparatively higher average per capita income, but this 
is still only approximately one-quarter of that in the United States. There are, 
moreover, severe imbalances in the economy with urgent need for improvement of 
economic and social conditions, particularly in the rural areas. 

The Government fully appreciates the need for action and considerable is 
already being done. Capital funds from Venezuela’s own resources are being 
provided and Venezuela has itself employed many foreign technicians to sup- 
plement the efforts of its own technicians. Much, however, remains to be done, 
and the Government has only recently prepared a comprehensive list of the for- 
eign technical requirements, both for technicians and for training in other coun- 
tries, needed to carry forward the development of the economy. 

The U. N. has been requested and will provide some of the technicians and 
training grants, and the Venezuelan Government will unquestionably finance 
parts from its own resources. If requested, the FOA should help meet the re- 
maining requirements. 

It is believed that with the provision of relatively few technicians and train- 
ing grants, this agency could make a significant contribution toward helping the 
Government effectively utilize its own resources in correcting the imbalance in 
the various sections of the economy and improving economic and social conditions 
of the general public, particularly in the rural areas. The cost of such technicians 
and training grants would represent only a minute fraction of the Venezuelan 


resources being devoted to this task, and Venezuela in turn is offering technical 
assistance, in fields in which it has particular competence, to other countries. 
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Under these circumstances the Venezuelan Government might well hesitate to 
request technical assistance if it thought that the United States would insist on 
even a higher ratio of contribution, particularly as Venezuela's ratio of contribu 
tion to the existing program is by far the highest in Latin America. 

Venezuela is of major importance to the United States and to the free world 
It is believed that correction of imbalances in the economy and improvement 
of economic and social conditions that might conceivably result in social unrest 
are in the mutual interests of both countries. The Government is strongly anti- 
communistic. The United States and other countries of the free world have large 
investments there. The country is a major source of vital materials and has 
even a greater potential as a contributor to the economic strength of the free 
world. 

Mrs. Ketiy. What is the status of counterpart funds, if any, in 
Venezuela ? 

Mr. Harpestry. We have no counterpart funds in Venezuela. We 
have sold nothing down there to make counterpart funds. 

Mr. CarNAHAN. Is there contemplated an overall teacher-training 
program in Venezuela? I thought I picked that up somewhere, some- 
thing about one general school for all of South America. 

Mr. Harvesty. Mr. Clay is here. Can you answer that, Mr. Clay? 


STATEMENT OF EUGENE CLAY, DIRECTOR, NORTHERN AREA, 
LATIN AMERICA, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Cray. The Foreign Operations Administration does not have 
anything to do with that school. It is the school of the Organization 
of American States, to which the United States is the largest con 
tributor. 

The school is intended to train normal schoolteachers throughout 
the hemisphere. It is entirely under the auspices of the Organization 
of American States. The Foreign Operations Administration has a 
great interest in it and is following its development closely but it does 
not participate directly or assist. 

Mr. Carnanan. We make no contribution to it? 

Mr. Cuiay. We do through the Organization of American States. 

The full staff isn’t down there yet, but as I remember the head of the 
school is a Puerto Rican and there are 2 or 3 other technicians who are 
from the continental United States and only about one-third of them 
are from other parts of Latin America. So the United States ap- 
proach to rural education and approach to the training of normal 
schoolteachers has a great deal of influence there. 

They have asked FOA for one librarian, but that is still under con- 
sideration. Up to now it has been purely, as I say, financed by the 
Organization of American States. 

(Discussion off the record.) 

Mr. Carnanan. Is the purpose of this school to train teachers for 
other normal schools ¢ 

Mr. Cuay. Yes. In other words the teachers from other schools, 
the teachers from practically all the States of Latin America are sup- 
posed to come there to get training which will equip them to go back 
and run better normal schools in their own country. 

It is intended as an idea to try to get away from the traditional 
teaching of classical subjects only and try to get to teaching as it has 
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been developed in this country, of other subjects including agriculture, 
health, and vocational training. 

Mr. CarnaHan. That is all, Mr. Chairman. 

Mr. Vorys. Mr. Holland has an engagement which he must keep 
and will have to leave at this time. 

Mr. Houianp. I have no engagement that I won’t break if it is 
necessary for me to stay here. 

Mr. Hays. Will we have an opportunity to question the Secretary 
later 

Chairman CutrerrieLD. I think there will be plenty of opportunity 
as time goes on. 

Mr. Hotianp. In that case, then, I will go ahead. 

Chairman CurrerrievD. Mr. Jackson 

Mr. Jackson. Changing the subject, during the period of time the 
study mission was in Latin America, there was concern expressed by 
a number of our—not a number, I shouldn’t say that—by 2 or 3 of 
our chiefs of mission—the diplomatic chiefs of mission—with respect 
to a possible duplication or overlapping in the matter of inquiries 
originating in the United States from private enterprise on investment 
possibilities, and so forth, as between the regular commercial attaché 
section in the embassy and FOA in the field, and the fear was 
expressed—and I think it stemmed from several directives which were 
issued by FOA, relative to such inquiries. I want to know whether 
there is presently any misunderstanding or any duplication or over- 
lapping in this matter of industrial expansion, business opportunities, 
and so forth, or whether there is a definite chain of command which 
comes through the Embassy. 

Mr. Harpesry. Perhaps I can explain it by saying something I am 
sure you already know. The chief of mission, of the diplomatic 
mission, the Ambassador is the final boss within the country as to the 
policies as their FOA mission carries them out. 

Now, we have within FOA a branch that interests itself in opportu- 
nities for investment, and to give any assistance that can be given, 
where the Department of State does not have facilities in all countries 
to do these particular things; but where the Department of State, 
the Ambassador and his staff, does not have them, we sort of step into 
that breach, but we do not interfere with the Department of State in 
any way where the commercial attaché is present and interests himself 
in those particular problems. 

Mr. Jackson. The concern that was expressed would indicate to me 
that some of the diplomatic mission people were concerned with 
possible interference and I wondered whether or not that had sub- 
sequently been made clear, that the chain of command does come 
through the Ambassador to the economic section, where those facilities 
are available and present. 

Mr. Harpesty. As far as I know, Mr. Jackson, there are no problems 
inthat regard. All of our people are cognizant of it. 

If you desire, we are fortunate that our mission director, the FOA 
mission director from one of the countries that has great possibilities 
in that regard, Bolivia, is in town and in the room now, Mr. Powell. 
If he cares to comment on that and you care to hear him, I think that 
would probably be a fine example. 

Mr. Jackson. 1 would very much like to hear Mr. Powell. 
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STATEMENT OF DR. OSCAR POWELL, COUNTRY DIRECTOR, 
BOLIVIA, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Powe... There is cooperation between the American Embassy 
and FOA. It could hardly be closer. 

Mr. Jackson. Bolivia was not one of the countries concerned where 
these discussions were had. 

Mr. Powe. The instructions that have come down from Washing- 
ton are clear enough to give us complete insurance. The Ambassador 
calls the turn and if there is need for coordination, he will take it. 

Mr. Vorys (presiding). Mrs. Kelly 

Mrs. Ketiy. Mr. Chairman, as an example, let me take Venezuela, 
on exports. (Security deletion.) Can you tell us to what country 
the remaining exports go? 

Mr. Harprestry. Are you addressing that to me? 

Mrs. Kewiy. Yes. 

Mr. Harvesry. The other 5 percent of their exports. 

Mrs. Ketty. Is it only 5 percent? 

Mr. Harpesry. In petroleum. 

Mrs. Kexuy. I am not using petroleum. I am referring to page 
573, total exports and total imports, the righthand column. 

Mr. Harvesry. The breakdown we would have to get for the record. 

(The information requested is as follows :) 

The destination of exports from Venezuela in 1953 was as follows: 

Percent 
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Mrs. Ketty. With whom is the balance of this trade in South Amer- 
ica? I want to find out if it is going behind the Iron Curtain. 

Mr. Harvesty. The whole problem of East-West trade is a prob- 
lem in itself and I don’t feel that I am competent to comment on East- 
West trade in that particular regard. 

As far as I know, there is no particular problem. However, do 
you wish to comment on that? 

Mr. Cray. There is no problem of things from Venezuela going 
behind the Iron Curtain. ‘They are very anticommunistic. 

Mrs. Ketty. How about Guatemala ? 

Mr. Stone. With regard to Guatemala, the only export of any size 
is coffee and as I explained before most of that is coming to the 
United States. 

I think you could point out that a lot of oil interests in Venezuela 
are owned by the English and the Dutch and that is probably where 
most of that is going, to the countries they are exporting to. 

Mr. Cray. A lot of it comes to Curacao and Aruba for refining. 

Mr. Vorys. Mr. Bentley. 

Mr. Bentiey. What steps are taken basically on this question of 
overlapping to prevent duplication between your bilateral and multi- 
lateral Tcbaien! ecuietanes’ 

Mr. Harpesty. We have liaison both at the regional and head- 

uarters level. In this case it is the multilateral program under the 
ganization of American States. 

Mr. Bentixy. You have U.N. down there, too, don’t you ? 
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Mr. Harpesty. Yes, but the only multilateral aid funds included 
in the Latin American total are $1,500,000 for the Organization of 
American States. We do have liaison with the organization, itself, 
and within the several countries. I believe in practically all coun- 
tries where OAS is operating, and the U. N. is operating, there are 
meetings regularly between our personnel and personnel of the multi- 
lateral agencies. 


STATEMENT OF EDWARD G. CALE, DIRECTOR, OFFICE OF REGIONAL 
AMERICAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Cate. We try at the local level within the country to get this 
coordination by having very close working relationships bet ween the 
U. N. man and our technical assistance man. That is the first place 
and we feel the most effective place of doing it. 

Then, as has been indicated there are close working relationships 
between the working personnel in the United States and the group in 
the Organization of American States. The program of the Organiza- 
tion of American States, itself, is a small program for which we are 
asking $1.5 million. It is a different type of program, one that oper- 
ates schools on a regional basis. The nature of this program is such as 
to preclude duplication. 

Mr. Bentiey. I was thinking more of the U. N. and the Rocke- 
feller Foundation. 

Mr. Harpesty. I think Mr. Powell could give you an example of 
how he operates with the United Nations there. 

Mr. Powetx. The Director of the U. N. mission and I have periodic 
meetings and we exchange information on progress and ch for 
the different programs. Each request is made by the Bolivian Govern- 
ment, each one discusses it with the other before any recommendation 
is made to Washington by me. We have made out an informal work- 
ing arrangement which results in the elimination of any possibility 
of duplication because of this clearing of requests, 

Insofar as the activities of the two missions are concerned, we have, 
through these joint staff meetings and individual meetings between 
him and me, gotten the result that eliminates in practice any duplica- 
tion or overlapping in the discharge of our respective functions. It 
has been a very satisfactory working arrangement on the local level 
there. 

Mr. Bentiey. Without being at all partial, would you say that 
these countries tend at times to express preference for one type of 
assistance as opposed to another ? 

Mr. Harpvesty. Yes, sir. I think in some cases they prefer to have 
multilateral assistance. It may be based on several things. One of 
them is the question of pride, that they do not wish to be beholden to 
any one particular nation—the United States, of course, in this case. 
Where they are members of the U. N., as part of a group, perhaps 
they can explain the assistance that is supplied from the United 
Nations over the United States. 

Mr. Bentiey. In such case our people are perfectly willing to bow 
out. 

Mr. Harvesty. That is correct. 
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Mr. Jupp. When Mr. Powell speaks of the Director of the United 
Nations mission, does he have under him WHO, UNESCO, UNICEF, 
and all the other United Nations organizations? 

Mr. Powerex. Not all of them in Bolivia. WHO is not represented 
on the staff. 

Mr. Jupp. Does it have a program there? 

Mr. Powe... No, sir. 

Mr. Jupp. They work through the Pan American Sanitary Bureau 
in the Organization of American States? 

Mr. Powerit. Yes. In the nursing field particularly. Nursing 
education. 

Mr. Jupp. Does the Pan American Sanitary Bureau have a pro 
gram apart from that of the Organization of American States / 

Mr. Powe... No, sir. 

Mr. Jupp. It is the Organization of American States medical pro 
gram ¢ 

Mr. Powe... Yes. 

Mr. Jupp. Does UNESCO have a program? 

Mr. Poweui. Yes; they have a school milk program in Bolivia. 
They have given about $30,000 worth of powdered milk for distribu 
tion to school children. 

Mr. Jupp. How about UNICEF, the children’s fund ? 

Mr. Power. There have been contributions to hospitals through 
out the country. 

Mr. Jupp. Our point 4 program is not carrying on any program 
that provides powdered milk, or any of these other things that they 
are doing ? 

Mr. Powerit. No, sir. As a matter of fact, the equipment program 
for hospitals has been worked out and the servicio which is unde1 
the direction of an American technician, in the health and sanitation 
program, is giving a to the children’s hospital that was 
partially equipped by UNICEF 

Mr. Jupp. Is there any competition, rivalry, or jealousy between 
the various United Nations organizations—since they have empire 
builders like any other agency. You stated that UNESCO is giving 
powdered milk. In most countries UNICEF is doing that. 

Mr. Powe. I was incorrect. It is UNICEF. 

Mr. Jupp. Then, what is the UNESCO doing? 

Mr. Powrtu. They have no program there. 

Mr. Jupp. Mr. Chairman, I just wondered if the answers he gives 
with regard to Bolivia are the same answers that you get for other 
countries from other members of your team here. He says every- 
thing is sweet and lovely down there.- Is it the same in other coun- 
tries ? 

Mr. Harvesty. Dr. Judd, so far as I know, there are no conflicts 
and recently we have sent directives to each of our country directors 
to take the initiative in maintaining contact in this particular regard 
with the representatives of multilateral agencies. 

Mr. Jupp. You said there are some places where they showed 
preference for multilateral agencies rather than direct aid from us. 
Are there places where the reverse is true? 

Mr. Harpesry. I don’t know the answer to that question. I am sure 
if you were to ask some of the host government representatives that 
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their answer would be in the affirmative. It might be given due to 
tact, diplomacy, or otherwise. I think if an American were to ask 
them, “Do you like our program, or would you prefer to have someone 
else in there instead of us,” probably the answer would be, “We are 
delighted to have you.” 

I don’t know. I have no indication to that effect. 

Mr. Jupp. I think it is a thing that you ought to investigate because 
out in the Southeast Asia area where our subcommittee was twice 
last year, we ran across both kinds. In some places they frankly 
expressed their preference to get aid through the multilateral agen- 
cies. In others they were perfectly frank, that they could negotiate 
more directly, they could get more concrete and prompt results by 
working with us, rather than working through a U. N. agency. 

Mr. Vorys. Would the gentleman yield? 

Mr. Jupp. I would like to get an answer to that unless you have 
some objection. 

Mr. Vorys. We have 27 people in the room from around the world 
here, from FOA, Defense, State. This hearing was the time when 
we were supposed to be able to get answers on technical assistance, 
not only for Latin America but for all over. 

I think we ought to get the categorical answers to Mr. Judd’s ques- 
tion right here in the next few minutes, from the whole Government. 

Mr. Jupp. That is what I was leading up to. 

Mr. Harpesry. With your permission I would like to know if any 
of the people on my staff here have any comment they would like to 
make on that. Do you know of any country that particularly prefers 
assistance from the United States over multilateral assistance? Can 
you say positively that is a fact? Mr. Powell, what would you say 
about Bolivia? 

Mr. Powsxt. The needs of Bolivia for technical assistance so far 
exceed the possibility of either mission to fill, that I think there has 
been no evidence there of preference from one or the other, but an 
expression of considerable desire to get more help in other fields where 
our funds are notsufficient to permit us to give. 

Mr. Jupp. Well, U. N. agencies don’t have very many funds we 
don’t give them. 

Mr. Powe. Iam talking about the two together. 

Mr. Jupp. They want more from both ? 

Mr. Powe tt. Yes. 

Mr. Jupp. Is it easier for them to handle? We have the problem 
of whether to give through multilateral agencies or to give direct. We 
have to make a basic decision.. Every year they say, “Well, we are 
still in the experimental stage. We are working it out.” 

One country, Burma, decided it didn’t care to have our program. 
They up and said so and we discontinued it and we have been in much 
better shape there since. 

Now, they have come back and asked to look at the plans prepared 
by our mission for their development. We said, “O. K., go ahead.” 

They are now taking on 2 or 3 of those projects on their own. 
They can afford it just as Venezuela can. They got tired of taking 
it as charity with American control. As one man said, “You Ameri- 
cans are so aggressively friendly.” 

(Discussion off the record.) 
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Mr, Vorys. Since this hearing is mainly on Latin America, could I 
ask Mr. Jackson to take over the Chair. 

Mr. Jupp. I have to go, too. 

Mr. Hays. I have one or two questions I would like to ask. 

Mr. Jupp. I would like to get an answer to my question. 

Mr. Srone. I had one statement to make on that, that I am sure 
Guatemala would rather have multilateral than bilateral. Of that I 
am sure. 


STATEMENT OF JOHN E. MURPHY, CONTROLLER, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Mureny. Mr. Chairman, I think it might help if we reverted 
to the testimony given yesterday by Governor Stassen on this very 
subject. If you will recall, in discussing the multilateral versus the 
bilateral approach, he explained that there is a certain point to which 
we believe we can go percentagewise in contributing to multilateral 
programs and if we go beyond that point, we strike at the very es- 
sence of the nature of the program—that is the multilateral nature 
of it—if the percentage of the United States contribution becomes too 
great. We believe we have gone as far as we can through the multi- 
lateral channel without having that bad result. 

As Mr. Powell said, in Bolivia and elsewhere, the need for this aid 
is so great that the desire on the part of these countries mostly is to get 
both kinds, and they can’t get as much as they need through the multi- 
lateral channel because of the lack of resources in that channel, and 
because of United States ;»licy of not going beyond that percentage 
contribution. 


STATEMENT OF JOHN C, FLOYD, PROGRAM OFFICER FOR LATIN 
AMERICA, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Fioyp. The Venezuelan experience might be useful here. The 
bilateral agency, FOA, is not proposing any further aid to Venezuela, 
which has formed a committee for the purpose, until they determine 
what they are going to ask from the U. N. agencies. It is believed they 
may ask for some more aid from FOA, and we are making no moves 
until they decide what they are going to ask from the U. N. agencies. 

Mr. Jupp. Well, I think that is right. I think you ought not to 
push it. They have seen it. If they like it, they’ll not hesitate to 
make their wishes known. We were in India with all our enormous 
program there and the Minister of Finance didn’t have a good word 
to say for the technical assistance program until finally he said, “Well, 
I think the student exchange program has been of some benefit.” That 
is all he said. 

We tried in vain to drag out of him something else favorable. Of 
course, there were other factors in his position. He is a big shot, 
British-trained civil servant who thinks like some of our officials, in 
terms of big projects—he isn’t interested so much in his own people, 
would be my impression, down at the grassroots, as in large fiscal 
problems, 

He would rather have our money for dams and railroads, as you 
observed, rather than for something that helps the people directly. 

I think we have to depend on you folks for insights of that sort. 
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We said in our subcommittee report here that this technical assist- 
ance program, “is reaching a point in experience where it is necessary 
to reexamine many of the assumptions upon which it was initiated and 
to reappraise results in terms other than economic. Too little atten- 
tion has been given to the effect of economic and technical assistance 
on the political and social life of the recipient country. The conse- 
quences of the aid program in these fields may be more significant 
than in the economic field. In the underdeveloped countries the gap 
between the governments and the grassroots has always been wide. Is 
the effect of our aid, largely going through government, widening the 
gap? Ifso, what is the ‘implication of that,” and so forth. 

It is that sort of basic reexamination we need. This program is now 
5 years old. It was put into effect in 1949. Five-year plans, every- 
body has. This is about time to reexamine the basic concept. I am 
more interested in that rather than in a few more or less dollars for 
this yaws program, or a different amount for a milk program. 

Mr. Catp. I don’t believe the problem of preferences in this hemi- 
sphere is as serious as it may be in other areas, although it is always 
hard to get expressions as to preference. An instruction was sent out 
to all the mission directors, that is all the United States operations 
directors in Latin America, requesting their views on the popularity 
and acceptance of the U. N. program. 

In general, those answers indicated that there was good local accept- 
ance of the U. N. program. 

If you judge on the basis of relative contributions—that is the con- 
tributions the Latin American countries put into the bilateral pro- 
grams as against what we put in, and into multilateral programs as 
against what we put in, they are spending more relative to what we 
are spending, through the bilateral programs. 

I don’t think we have the question of preferences to the extent that 
you may have it in other areas; one of our biggest problems is to keep 
them from shopping around and putting in the same request to two or 
three different agencies because they want so much more than they 
can get under any of the programs. 

Mr. Jackson ( residing). Mrs. Kelly—— 

Mrs. Ketxiy. Thank you, Mr. Chairman. 

Mr. Jupp. Mrs. Kelly, would you w ait just a minute. One other 
man wants to make a comment, unless it is on the same subject. 

Mrs. Kerxy. It is on the same subject but go ahead. 

Mr. Fioyp. The Venezuelan committee which has been formed on 
technical assistance also is preparing to offer technical assistance to 
other countries in the fields in which it is qualified to offer. The 
petroleum field, for example. 

Mrs. Ketiy. My question is more general, Mr. Chairman. I have 
just been wondering if this conversation and discussion we are having 
today has any bearing on the fact that the increase of Canadian invest- 
ments has been tremendous in Latin America. Are we running into 
conflict with thpse investments in any way? They have gone up, I 
understand, over 600 percent in the past year or so. 

Mr. Catz. May I comment on this, Mr. Chairman? 

Mr. Jackson. Yes. 

Mr. Caz. The increase in Canadian investment may have been sub- 
stantial. We have been putting large investments into Canada as 
well as into Latin America. Latin America is the largest major area 
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for United States overseas investments and no cases of conflict between 
ourselves and the Canadians have come to my attention. 

Mrs. Ketry. Is the Canadian Government handling their invest- 
ments differently than ours or are they doing more for the South 
American people? Are they preferring those investments as against 
ours ? 

Mr, Care. No, I don’t think they are. Ours is substantially larger 
than the Can: adians. 

Mrs. Ketty. Ours have decreased to the extent that the Canadians’ 
have increased ? 

Mr. Cate. No, ours is constantly going up. You are talking about 
private investment now ¢ 

Mrs. Ketry. Yes. 

Mr. Cate. In the period since the war the flow of investment from 
the United States to Latin America has been approximately $250 
million a year and on top of that there have been reinvested earnings 
to the extent of approximately $190 million a year, so that we have 
increased the investment, our private investment, in Latin America 
since the war, at the rate of approximately $440 million a year. Now 
the question as to just how much the Canadian has increased is one 
{f am not immediately informed on. We could submit it for the 
rec cord. 

My impression is that theirs has increased at a substantially slower 
rate than ours. That is, they have put less dollars in than we have 
during the same ere 

Mrs. Kexry. Is the Canadian Government investing ? 

Mr. Catz. To my knowledge, it is not. 

Mrs. Ketiy. I would like to find out. I understand it is. 

Mr. Catz. That is something we could clarify for the record. 

Mr. Jackson. It would be very helpful. 

(The information requested is as follows :) 


COMPARISON OF CANADIAN AND UNITED STATES LONG-TERM INVESTMENTS IN 
LATIN AMERICA IN THE PostTwAR PERIOD 


The Canadian Government does not publish separately statistics on invest- 
ments in Latin America. However, it is reliably estimated that approximately 
three-quarters of the direct and portfolio investments listed under “Other 
foreign countries” in table XI of the Canadian balance of international pay- 
ments in the postwar years are investments in Latin America, and that this 
ratio has not changed materially from 1945 to the present. On this assumption 
a comparison of United States and Canadian long-term investments in 1945 and 
1951, the latest year for which complete data are available, has been made and 
is shown in the accompanying table. It indicates that United States private 
investments increased by 62 percent, from $3.7 billion to $6 billion, during the 
period covered. Canadian investments are estimated to have decreased by 
about 2 percent during the same period. 

As regards Gevernment financing, the Government of Canada has made no 
credits available to Latin American countries during the postwar period. 
United States Government investments in the area had increased from about 
$200 million in 1945 to about $500 million in 1951. 

Private Canadian short- and medium-term investment is facilitated by the 
Canadian Government, although no immediate outlay of Government funds is 
involved, through the Canadian Export Credit Insurance Corporation, a subsid- 
iary of the Canadiun Department of Finance. This Corporation may assume 
risks up to 10 times its capital and surplus. Legislation was introduced on 
February 18, 19£4, to increase the authorized capital stock from $5 million to 
$15 million. I¢ this legislation is passed, the Corporation may assume risks 
to an amount of approximately $200 million. The Corporation Operates as a 
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guarantor rather than in investor. It will underwrite, for a fee, a specified 
percentage of losses sustained by an exporter arising out of risks beyond his 
control, such as insolvency of the buyer, inconvertibility of currency, outbreak 
of war and other political risks. A similar system of export credit insurance 
has been in operation in Great Britain for many years, and more recently a 
number of European countries have adopted comparable systems. The invest- 
ment guaranty provisions of our foreign assistance legislation provide similar 
assistance to United States investors desiring to make long-term development 
loans in areas receiving assistance from the United States Government. 

The Canadian Export Insurance Corporation wrote policies in 1953 totaling 
$26 million, of which approximately $13.5 million were applicable to trade with 
Latin America. Approximately 7 percent of all Canadian exports to Latin 
America were insured, as compared with about 1.5 percent of Canada’s exports 
to all other areas, excluding exports to the United States, for which insurance 
is not written by this Corporation. While Canada’s export trade with Latin 
America has increased appreciably in the postwar period, i. e., from $92.6 
million in 1946 to $198.3 million in 1953, it is still relatively small in comparison 
with United States exports to Latin America in 1953 of $2,918 million. 


United States long-term investments in Latin America and in the world 
[Billions of dollars} 

















In Latin America | In all areas 
ae \ br toons edited: ‘ani \heen i 
) Ts as per- ' | as per- 
| 1945 | 1951 | cent of 1945 10s | 1951 | cent of 1945 
—_— RE —— | —— —| ——_—_|—-—_— 

Private: | 

Direct. ..... be _ 3.0 5.5 183 8.4 14.9 177 
Portfolio__- 7 5 71 5.3 6.3 119 
Total... knee —_ 3.7 6.0 162 13.7 21.2 14 
Government...._...__. itdgdre 25 5 250/ 17] 13.5 794 





Source: Balance of Payments of the United States, U. 8. Department of Commerce. 


Canadian long-term investments abroad 
{Millions of dollars] 





In “other” foreign countries 
(about % estimated to be In all areas 
in Latin America) 

















1951 as per- 1951 as per- 
| 2045 | 1951 | cont of 1945| 15 | 195 | cont of i 
| Sncectienenciniciehaticetiprine inpatient 
Private: 
Pees 2h oi) eel aed Oe 92 65} 720! 1,260 161 
Portfolio.............- S-eeuiemenneed-daitienns Gil 132| 621 | 609 98 
ee ates adit ilalin 7 vie 22 | 277 | 98 | 1,341 | 1,769 132 
CR ise i555. hs et 1) ¢) | @) 1, 922 292 


1 None in Latin America. 
Source: The Canadian Balance of International Payments in the Postwar Years; Ottawa, 1953, 


Mr. Jackson. Competitive activity in the South American market 
place has increased tremendously. The French, Germans, and others 
are moving in in strength and I think that reflects some of your con- 
cern over this particular matter. 

Mrs. Kexiy. Off the record. 

(Discussion off the record.) 

Mr. Jackson. I think one — that came up during the course of 
this last trip and one that should be given serious consideration in 





er eee at a 


oe RET RSS eB 


yo ae 


Ci ano aN: 


. 


a ss Cae 








417 


the development of any new programs and projects has to do with 
a situation that when technical assistance leads to ‘apital investment, 
the United States should not be foreclosed from bidding in on it. 

[ have in mind one instance where technical assistance had de- 
veloped a certain program to a point where capital investment was 
necessary. The loan was negotiated through a French banking in- 
stitution and the contract required that the work be done by a French 
contracting firm. 

Mrs. Keniy, That is what happened as far as the Canadian invest- 
ments go. 

Mr. Jackson. I don’t think we should require that the contract be 
given to an American firm but I do feel that in all justice inasmuch 
as technical assistance has made the capital investment possible, that 
we should not be foreclosed from at least entering a bid. Such a 
stipulation might well go into the basic contract agreement. 

Mrs. Ketxy. I have nothing further. 

Mr. Hays. Mr. Chairman, I have some questions. 

Mr. Jackson. Go ahead. 

Mr. Hays. Mr. Hardesty, I recall a statement you made publicly 
one evening that should go into your statement here With reference 
to the potentialities of Latin America as an export market which you 
covered in an excellent way yesterday. I am suggesting this little 
addition because I was quite impressed with the ‘figures you used 
that evening. Do you recall the figures on what we would have in 
the way of an export outlet if Latin America’s purchasing power were 
increased to a comparable extent with ¢ ‘anada / 

Mr. Harpesry. I believe I can give that. I got those figures from 
Bob Woodward, who is Deputy Assistant Secretary of State. I 
believe the figures were this: If our per capita trade with Latin 
America were to increase to the extent that our per capita trade is 
with Canada, our trade with Latin America would be approximately 
$70 billion a year. 

Mr. Hays. Against what figure today ? 

Mr. Harovesty. It is 10 times, approximately. 

Mr. Hays. Thank you very much. I thought that ought to go into 
the record. 

Mr. Jackson. The acting chairman would like to express his per- 
sonal gratification in seeing Mr. Powell again. Dr. Judd said every- 
thing was sweet and lovely in Bolivia, but at that altitude and with 
those complex problems, I don’t know how anything could be sweet 
and lovely, but I did want to express the thanks of the subcommittee 
to Mr. Powell for all the time and trouble he took with the visiting 
firemen to see that we got around the country and that we had very 
trank discussions, not only of the good things but of the bad things 
as well. I certainly feel that our interests in that part of South 
America are in very capable hands when they are in the hands of 
Mr. Powell. 

I should like to ask one question relative to Bolivia—while it is an 
Export-Import Bank matter I am sure Mr. Powell has knowledge of 
it and that is the Cochabamba-Santa Cruz Highway. Has that been 
turned over to the Bolivian Government yet ? 

Mr. Powe. No, sir. During the latter part of February and the 
first of March—most of February and the first part of Marea, they 
have had rains in the area, that nobody remembers the like of. There 
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were 1 million cubic yards of slides that have postponed the comple- 
tion. That last 6 or 8 kilometers had been cut. 

We have a series of photographs 2 inches high showing the damage 
and it was catastrophic so it will probably be early June before the 
road is made. 

Mr. Jackson. If it had been turned over to the Bolivian Govern- 
ment, my next question would have been, Is it still open? I think 
that is a matter of considerable concern to all of us who saw the 
highway and saw the extensive engineering that was required and we 
can only hope sincerely that the Bolivians will be equal to maintain- 
ing the highway when it is turned over to them. 

Mr. Powe... Mr. Congressman, I think we have made ourselves 
rather unpopular with the Bolivian officials. That is a subject of 
consideration we have every time we meet. We have it very much in 
the front of our minds. It is a major problem. Until that moving 
set of mountainsides stabilizes it is going to be a major item of ex- 
pense for a long time. 

Mr. Jackson. To what extent has the section that has been com- 
pleted tended to develop the area through which it runs, to this time ¢ 

Mr. Powerit. As you know, the road has been open to traffic after a 
fashion for about 10 months and you can’t expect very much devel- 
opment. 

In the Santa Cruz area we have persuaded the Bolivian Govern- 
ment to invest a considerable portion of counterpart funds in the con- 
struction of farm-to-market roads, 

( Diseussion off the record. ) 

Mr. Powe rw. It will open up 150,000 hectares of land. Clearing 
the jungle and getting the plowing done. 

I think the next year or 18 months will show a very great develop- 
ment in the Santa Cruz area. We flew over the area in a little heli- 
copter. I was completely astonished at the amount of clearing that 
had been done without any help on our part, simply as a result of the 
opening of that road. It was very encouraging. 

Mr. Jackson. Is there considerable traffic moving up and down 
on it? 

Mr. Powrii. Yes. Too much, as a matter of fact, for the condition 
of the road. 

Mr. Jackson. Thank you very much. I might say for the record 
that the Cochabamba-Santa Cruz Highway program came as a result 
of an Export-Import Bank loan in the amount of $27 million and 
was designed to connect the highland and the lowland areas of 
Bolivia, and speed the exchange of commerce and so forth. 

Mr. Powrti. Bolivia has put in over $20 million of its own funds 
on the road. 

Mr. Hays. Mr. Chairman, I did not finish. 

Mr. Jackson. I beg your pardon. 

Mr. Hays. I left the impression that I was through. 

I have another question for Mr. Hardesty. 

With regard to personnel reductions, they have been largely in the 
Washington office rather than in the field; is that correct? 

Mr. Harpesty. Rather than in the field ? 

Mr. Hays. What is the situation ? 

Mr. Morpny. I think I can help on that: The personnel reduction 
in the Washington office was a most substantial reduction. It 
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amounted to 384 positions, or 22 percent. Insofar as Latin America 
was concerned, sir, there was little or no reduction, and, as a matter 
of fact, I believe there is a slight increase contemplated for fiscal year 
1955. There were substantial reductions in Europe, however, amount- 
ing to 622 positions, or 48 percent. Additional reductions in the Near 
East of 61 positions, or 8 percent, and, in the Far East of 139 positions, 
or 28 percent. If you recall, the Governor quoted a percentage reduc- 
tion of 27 percent for overall administrative personnel. 

Mr. Hays. In the field? 

Mr. Murpuy. In the field. Yes. The substantial reduction occurred 
in Washington personnel. 

Mr. Hays. That answers my question. 

Now, reference was made to the dependent overseas territories and 
I got the impression that we have programed for these areas. Have 
they been enumerated anywhere in the statement? 

Mr. Harpesty. I don’t believe so. There is a statement in our 
book, Mr. Hays. 

Mr. Hays. I think it should go into the record. How many are 
there—13 ? 

Mr. Harpestry. There are FOA program contacts with 12 dependent 
overseas territories. On page 579, volume II. We have operating pro- 
grams in two of those territories, as you will note. The two are 
British Guiana, and Surinam. 

Mr. Hays. What are our diplomatic contacts in those cases, through 
the Embassy here, or how do you make your contacts? 

Mr. Harpvesry. I think Mr. Robbins probably could answer that 
question, Mr. Hays. 


STATEMENT OF ROBERT R. ROBBINS, DEPUTY DIRECTOR, OFFICE 
OF DEPENDENT AREA AFFAIRS, DEPARTMENT OF STATE 


























Mr. Roppsrns. They are the dependencies of 3 European powers and 
therefore our principal contacts with them are through the Embas- 
sies of those 3 powers here in Washington. 

Mr. Hays. How can you have 3 if you have only 2 dependents? 
Didn’t you say there were 2? 

Mr. Harpesty. We take trainees from all the other 10. 

Mr. Hays. How do you operate in your contacts with these home 
countries ? 

Mr. Ropsrns. As far as the relationships with these territories are 
concerned, there are agreements between the metropolitan govern- 
ments, and FOA, whereby projects are carried out in the dependen- 

cies of the three metropolitan countries in the Caribbean area. 
(The following information has been supplied for insertion in the 


record :) 





















STATEMENT BY THE DEPARTMENT OF STATE—DEPENDENT OVERSEAS TERRITORIES, 


CARIBBEAN AREA 
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The Department of State supports the Foreign Operations Administration’s 
program for the dependent territories of the Caribbean. It is in accord with the 

| needs of the area; it is in harmony with the express desires of the peoples of the 






area ; and it is in keeping with our policy of cooperation with the administering 
powers of these territories. Moreover, the program is in keeping with the United 
States policy of friendship and assistance toward peoples who have not yet 
achieved a full measure of self-government. 
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The 12 Western Hemisphere dependent overseas territories of European coun- 
tries (DOTS) are of importance to the United States because of their geographic 
position which has made them of importance in our national defense. In addi- 
tion to their strategic importance, certain of these DOTS are important suppliers 
of bauxite and petroleum products. Surinam, British Guiana, and Jamaica ex- 
port to the United States approximately 80 percent of the total United States 
imports of this ore and currently produce approximately 59 percent of the free 
world supply of bauxite. A considerable amount of Venezuelan oil is refined in 
the Dutch West Indies (Curacao and Aruba) and the total capacity of the 2 
large refineries there amounts to about 6 percent of the free world supply. Other 
strategic minerals in small quantity are produced in British Guiana—columbite 
and tantalite—which in 1953 amounted to 2 or 3 percent of the free world supply. 
It is known that manganese is present in that colony. The United States has 
military leased-base areas until the year 2040 in Trinidad, Jamaica, St. Lucia, 
Antigua, the Bahamas, and British Guiana which emphasizes the importance of 
the area to the United States itself and the Western Hemisphere. 

The island DOTS are heavily overpopulated and the high birthrate make some 
of these areas among the most densely populated in the world. On the other 
hand, the three Guianas and British Honduras are underpopulated. The econ- 
omies of the DOTS are almost wholly based upon agriculture. These DOTS are 
plagued by underdeveloped economies, chronic unemployment and underemploy- 
ment, disease, illegitimacy, illiteracy, political immaturity, and a weak social 
structure. Recent Communist successes in the area can be attributed to these 
adverse social and economic conditions. The FOA program is calculated to pro- 
mote improved social conditions and greater economic stability in the area. 
This in time will promote greater political stability. 


Mr. Hays. I don’t want to take too much time on that, but is the 
figure shown at the page number you gave as to the amount spent 
in the Territories. 

Mr. Harpesty. On page 580, on the opposite page, I believe it will 
give you that information, and page 583. 

Mr. Hays. In the case of these local contributions which so sud- 
denly mounted to our great satisfaction, are they following pretty 
generally a pattern in the various countries? In other words, are 
contributions expected from the localities served or are they generally 
through the national government? What is the pattern ? 

Mr. Harpesty. The chart shows only those contributions in cash 
deposits to joint bank accounts for operation of projects. 

(A chart was shown entitled, “The Latin American Republics Have 
Steadily Increased Their Share of Project Costs as the Programs 
Mature.” See p. 376.) 

Mr. Harpvestry. The contributions made by the host government to 
FOA projects are shown in the yellow part and our contributions are 
shown on the lower part. I believe to answer that question, there is 
a great deal of variance between the amount given by the several 
countries, For example, [security deletion] and we do not expect at 
all that Haiti could contribute in anything like the ratio that 
Venezuela does, for example. This is an overall chart of the area. 

Mr. Hays. Of course, our policy is in every country to encourage, 
in the light of their own economic conditions, a sharing to the largest 
possible extent. 

Now, what I am getting at is whether or not you take into account 
the local participation. There is a difference in having a paternal 
government coming in for what we would regard as a fair countr 
share, but is the policy to get a sharing at the community level whic 
is of greater significance ¢ 

If we are putting in a waterworks in some community, we will say 
in Mexico, which serves only that locality, it would be much better 
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would it not for the locality to make the arrangement, for 
the agreement to be at the local level rather than having the Mexico 
City agency take care of it? That is the point I was bringing out. 

Mr. Harpesry, Yes, sir, I am able to give you percentage figures on 
that. The national government contributed approximately 70 per- 
cent of the total and the remaining 30 percent is being contributed 
by state and local government and private groups. 

Mr. Hays. That answers the question. 

Mr. Jackson. Is that what you refer to as_ third party 
contributions ¢ 

Mr. Harpesty. Yes. 

Mr. Jackson. Now, this chart represents program funds. These 
are the joint funds. It does not, however, include, as I understand it, 
salaries and administrative costs, United States. 

Mr. Harvestry. That is correct. 

Mr. Jackson. In order to reflect the actual contribution in terms 
of dollars there would have to be still another line above the blue, 
which would indicate more adequately and more completely what the 
programs are costing us in terms of local, and United States 
currencies. 

Mr. Hirt. While we haven't included the United States costs in this 
same chart, we also haven’t included many of the other costs the other 
governments have contributed. 

Mr. Jackson. Such as facilities and labor. 

Mr. Harpesrr. I would like to comment on that: If we could take 
our personnel costs, we might come to a relatively accurate figure, but 
it would be almost an impossibility to arrive at a comparable expendi- 
ture by the host government, such as rents, lights, janitor service, the 
gasoline used in the automobiles they run around in and the time spent 
by their public officials in the program. You see, it gets very complex 
right quickly. 

Mr. Jackson. While you cannot relate that to the local contribu- 
tion, do we have one figure which gives the entire—— 


STATEMENT OF JOHN G. BURNETT, OFFICE OF THE GENERAL 
COUNSEL, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Burnett. We have here at the top of page 448 this statement— 


The estimated total of United States contributions during fiscal year 1954 is 
$24.3 million, of which $8.2 million represents cash contributions—that is the 
contribution to servicios—and $16.1 million represents contributions in kind. 
The estimated host country cash contribution is approximately $42 million and 
contributions in kind total approximately $13 million. 

Now, that section of the book also explains some of the complexities in 
computing these contributions. 

Mr. Fuuron. My question was on the basis of competition in these 
countries. 

The United States firms who compete there, of course, are financed 
privately. There has been some competition in the area, has there 
not, by persons or organizations bidding against foreign firms financed 
by foreign governments to which we give aid? Is it not true that 
these people have been able to offer longer terms, for example, 5, 10, 15, 
20, 30 years? United States firms, on a private basis, have been pretty 
much restricted maybe to terms up to 36 months. 
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I have had some complaint that that has been unfair and I won- 
dered what steps are being taken—if you will submit them for the 
record later rather than here—to insure fair conditions of employ- 
ment; and I don’t mean biased conditions of employment, but simply 
fair ones to American industry. 

Will you submit that for the record, rather than give it here? 

Mr. Harvesty. Yes. 

Mr. Fuuron. I think we all know of several specific instances of 
that. 

Mr. Harpesty. Yes. I think Mr. Jackson had one in mind awhile 
ago. 

Mr. Jackson. Yes, I had one concrete example. 

Mr. Futron. Which one was that, the steel mills? 

Mr. Jackson. No, I don’t believe it was the steel mill. I don’t 
recall at the moment where the episode transpired but it was reported 
by both the Ambassador and the country chief of mission of FOA 
that out of a technical cooperation project, there had developed in due 
course the necessity for a capital investment . The project had been 
turned over to the host government. The host government then ne- 
gotiated a loan with a French banking concern and as one of the stipu- 
lations or conditions of the loan, the government was required to give 
the contract for whatever development was capibelilated. to a French 
contracting firm. That is one of several instances that have developed 
and remedial language should be drafted into the basic agreements 
covering these programs in the several countries. 

Mr. Haroesty. Mr. Chairman, may I make one comment on that? 

Mr. Jackson. Yes. 

Mr. Harpvesty. Mr. Fulton, we realize that is one of the most se- 
rious problems we are faced with at the present time. 

(Discussion off the record.) 

Mr. Harpesry. As you know, the United States has invested bil- 
lions of dollars in the rehabilitation of Europe, and its industry. 

Mr. Fuuron. I would rather not take the time. T was late and you 
may put that in the record if you want to. 

Mr. Harpesty. The point is the basis of how far we could go, of 
course, in competitive support. 

(The information requested is as follows :) 


COMPETITION OF UNITED STATES AID-RECIPIENT COUNTRIES WITH Unitep STATES 
SUPPLIES IN LATIN AMERICAN MARKETS, AND GOVERNMENT PROVISION FOR 
Export FINANCING 


yermany was the United States’ most important competitor in Latin America 
prior to the Second World War. It was also one of the principal recipients of 
United States assistance during the rehabilitation period following the war. Its 
current competitive position in the Latin American market is therefore of par- 
ticular interest. 

Postwar German trade data are not strictly comparable with prewar figures, 
since the area is now divided into East Germany and West Germany and much 
of East Germany’s export trade is now moving to countries in the Russian 
orbit. Table I, attached, which shows the percentage share of the United States 
and Germany in the import trade of 10 Latin American countries before the 
war and during the last 2 years, is probably indicative of the trend of trade, 
but tends to minimize the extent of Germany’s recovery, because of exclusion 
of East German trade in 1952 and 1958. The figures, as shown, indicate that Ar- 
gentina and Uruguay are the only two countries in which Germany has regained 
its prewar share of the market. The United States, on the other hand, has a 
substantially larger share of the import market in all countries except Argen- 
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tina, where it holds roughly the same position as in 1987. Although only 10 of the 
20 Latin American countries are shown in this table, their combined trade 
amounts to over 90 percent of total Latin American trade. 

Table II makes a similar comparison of the prewar and postwar share of 
five other European aid-recipient countries (United Kingdom, France, Belgium, 
Holland, and Italy) in Latin American import trade. With the exception of the 
United Kingdom these countries were relatively small suppliers in the prewar 
period, and their share is still small. France’s trade with Brazil, Chile, and 
Colombia is relatively larger today than before the war, as is the United King- 
dom’s trade with Mexico, Belgium’s trade with Colombia, and Holland’s trade 
with Colombia and Brazil. These instances are more the exception than the rule, 
however. Most of the European countries are still endeavoring to regain mar- 
kets lost during the war in order to restore living standards and place their 
currencies again upon a convertible basis. The problem which this presents for 
the United States in determining the extent to which it will cooperate or oppose 
their expansion into foreign markets is not a single one. 

These countries must trade to live. They are less well provided than we 
with natural resources, and must depend on exports to pay for needed raw 
materials. Furthermore, their home markets are not large enough to absorb 
the entire output of their highly specialized plants. They must look either to 
the East or to the West for market outlets. Russia, Communist China, and the 
satellite countries of Eastern Europe would, under normal conditions, be a 
natural market for the industrial goods which Western Europe produces most 
advantageously. However, Western European countries are cooperating with 
the United States in limiting the movement of commodities of potential strategic 
importance behind the Iron Curtain, and their trade with this area of the world 
is strictly circumscribed. Since the United States specializes in many of the 
same products which they produce, we are not ourselves prepared to take their 
exports in large quantity. Their trade opportunities in other industrialized 
countries of Europe are limited for the same reason. Increased competition is 
accordingly to be expected in the underdeveloped countries of Latin America, 
Africa, and the southern Asia. 

Most of the complaints voiced by American exporters regarding European 
and Japanese competition have been related to credit terms rather than to 
price competition. Foreign suppliers are reported to have been offering longer 
terms for settlement, or lower rates of interest, than are customary in American 
export trade. The insurance staff of the Office of Intelligence and Services, 
Bureau of Foreign Commerce, recently distributed to its field offices a brief 
sketch of the insurance and financing facilities which constitute the framework 
for medium and long-term export credits in five principal European countries 
and Japan. This summary, reproduced below, shows the extent to which exports 
are facilitated by these governments through special financing arrangements. 


DEPARTMENT OF COMMERCE, BUREAU OF FOREIGN COMMERCE, MEDIUM- AND LONG-TERM 
EXPORT CREDIT FACILITIES IN FIVE PRINCIPAL EUROPEAN COUNTRIES AND JAPAN 


Great Britain 

Export insurance.—This is provided by the Government and is administered by 
the Export Credits Guarantee Department, Department for Overseas ‘Trade, 
Board of Trade. The coverage in brief protects against insolvency, currency 
transfer restrictions, and risks such as riot, revolution, ete. Coverage is up to 
85 percent on insolvency and 90 percent on currency and political risks. 

Export financing.—In Great Britain the Foreign Exchange Control Committee, 
consisting of representatives of the Bank of England and interested Govern- 
ment departments under the chairmanship of the Treasury, is responsible for 
supervision of all sales to countries outside the sterling area which involve a 
credit period of more than 6 months. Usually, according to reports, the FECC 
insists on a portion of the price being paid at the time of shipment, and on the 
balance being paid in installments over a period of from 2 to 5 years, depending 
on the type of equipment, and the standing of the importing country, etc. Broadly 
speaking, these are the sort of terms which are presently getting official ap- 
proval. Reportedly, however, these terms change, depending on such factors as 
the competitive credit terms being offered in the specific case by other countries, 
the balance of payments position at the time of application, financial standing 
of the importing country, ete. 

It is also reported that there has just been formed a so-called Manufacturers 
Export Finance Co. This new entity will have an issued capital of 250,000 
£1 shares. Most of the capital is to be subscribed by engineering firms and 
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only 20 percent by a firm of investment bankers. It is hoped that bank credits 
of at least £1 million will be available to the new company at rates of about 
4% percent and that the total charge payable by the foreign importer for 
the new company’s facilities would not exceed 6% percent, exclusive of the 
premium charged for the insurance by the Export Credit Insurance Depart- 
ment. What the new company offers to do is, in effect, to discount the 
ECGD bill. The new company will supply the cash, but to the extent only 
that the British Government has insured the transaction; it will facilitate 
extended credit to the foreign importer, but for no longer than the credit 
insurance runs. 

Thus, in Great Britain the exporter first has to obtain the approval of the 
Foreign Exchange Control Committee of the Treasury to the credit period to be 
extended to a foreign buyer and which he feels necessary to get the business, and 
thereafter to obtain the financing from the banks. We have noted in the British 
press that the British banks have taken the position, in response to proposals 
that a special Government financing institution be set up for industry generally, 
that they are well able to cope with any demands that might be made on them 
for long-term export financing propositions. As regards the terms being made 
available by the British banks at the present time to exporters of heavy capital 
equipment, the general situation seems to be that the banks normally agree to 
finance medium-and-long-term export propositions provided such propositions are 
insured with the Export Credits Guarantee Department of the Board of Trade. 
Sometimes the bank only discounts the proportion (usually 85 percent) of the 
face value of the bills covered by such Government insurance. If subsequently 
the importer defaults and fails to meet any of the bills at maturity, the bank 
is covered under the export insurance policy and the exporter absorbs the 15 
percent of the amount outstanding at the time of default. From the exporter’s 
point of view, the preferable arrangement is obviously one which permits him to 
get payment in full when the goods are delivered and then to have no further 
interest in the financing arrangements during the period of extended credit. 
Some of the banks are reported to have made such arrangements where they 
do not have recourse to the exporter for any loss incurred. In any event, so far 
as the amount covered by the export credit insurance policy is concerned, the 
security, from the point of view of the bank, can be guarded as in the nature of 
short-term Government paper. 

One recent development in Great Britain is a new institution, known as Air 
Finance, Ltd., which has been formed by private capital to supplement the 
assistance provided by the normal machinery outlined above, to the British 
aircraft industry with the aim of enlarging the export market for its aircraft 
by enabling it to offer extended credit terms when necessary. The formation 
of Air Finance, Ltd., is said to have taken place to meet the competitive prob- 
lems peculiar to the British aircraft industry attributed to the fact that the 
American aircraft industry has held for years a virtual monopoly on the export 
of passenger aircraft and is said to be offering exceptionally long credit terms. 
In other words, the British appear to feel that the competitive difficulties of 
the British aircraft industry are peculiar in the sense indicated, and therefore 
that additional special financing facilities are required for that industry. 

From the foregoing, the significant role played by Government export credit 
insurance within the framework of the nongovernmental export financing ma- 
chinery is clear. Even if the exporter were disposed to forego this insur- 
ance protection, the banker, when asked to finance the export transaction, 
normally insists on the insurance. 


Germany 

Export insurance——A private company, the Hermes Kredit Versicherungs 
A. G., acts for the Government in arranging the whole range of export-credit 
insurance, including insolvency, transfer, and political risks. The coverage 
provided is reportedly 80 to 90 percent. The Hermes acts as agent for the 
Government and is not an insurance itself in any sense. 

Export financing.—A nonprofit credit institute for financing export contracts 
of up to 4 years was established in Germany in 1952. This was the Ausfuhr- 
kredit A. G. (AFAG), which was set up by a consortium of 30 banks including 
the former D-banks, the big regional banks, and a select number of private 
foreign trade banks. To establish funds each member was required to con- 
tribute a percentage of its deposits. During the first 12 months of its existence, 
AFAG signed 451 export credit contracts which facilitated German export deals 
totaling DM1,300 million. About 80 percent of the credits were rediscounted 
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with the Central Bank. In August 1953 it was announced that thereafter export 
contracts could be financed for up to 5 years instead of 4, and that in certain 
special cases even longer terms might be available. 

The procedure for obtaining credit under this German plan is as follows: The 
application is made in the first instance to one of the banks in the consortium, 
and the bank decides whether it is willing to sponsor the proposition. This 
preliminary consideration is necessary because the bank, if it sponsors the appli- 
cation, is required to take a quarter of the risk for its own account. If AFAG 
approves the credit, the amount allowed is limited to the percentage of cover 
provided under the German export credit insurance scheme. This export credit 
insurance cover is reportedly 80 percent of the insolvency risk and 90 percent 
of the transfer guaranty risk. Thus, for an export contract involving DM1 
million, the German exporter could obtain a credit of DM800,000. Of this 
amount, DM200,000 would be provided by the bank sponsoring the application 
and DM600,000 by AFAG. Thus, in the case of Germany, too, the availability 
of Government export credit insurance seems to be basic to private export 
financing for extended periods. In the case of Germany, and also in a limited 
way in Great Britain (Air Finance, Ltd., mentioned above), private export 
banking institutions have been created to spread the risk in this long-term 
financing field with equity capital consisting of funds contributed by private 
capital and the domestic banks. 

A recent interesting development in German foreign financing methods has 
been reported. Some German firms have accepted important contracts for in 
dustrial plant and equipment on a basis of stock participation in the foregoing 
undertaking. In some countries like Brazil the German firms may well be 
counting on annual dividends of at least 20 percent which they would be allowed 
to withdraw. In that case they would be paid within 5 years of full delivery 
and yet retain shares in the foreign enterprise. To what extent this method 
may be used in other countries where dividends may not be so large nor so 
certain is not indicated. 


Switzerland 

Export insurance—It is provided by the Government Export Guaranty 
Agency, Coverage is up to 80 percent. The risks covered are political, trans 
fer, and defaults by Government buyers. For some years the guaranty was 
free of charge, but since 1947 a flat charge of one-half percent of the amount 
guaranteed is made. A private insurance company, La Federale, writes only 
the commercial credit risk, viz, insolvency. The Government Export Guaranty 
Agency and La Federale work independently of each other, and La Federale is 
not reinsured by the Government. 

Export financing.—As of the present time, no special export financing is being 
directly provided or underwritten by the Government. Discussions are reported 
to be going on in Swiss banking and industrial circles on the question of adapting 
the existing private banking system to demands for longer credit terms. Not- 
withstanding that the Swiss capital market is so liquid, some Swiss heavy 
machinery exporters have recently expressed the view that the Swiss commercial 
banks are too conservative and are not helping to meet the competition of a 
recovered Germany expanding her exports, One important Swiss industrialist 
has proposed that a new export financing institute should be created with a small 
capital of its own, to raise funds by the issue in Switzerland of interest-bearing 
long-term bonds. These proceeds are to be used to enable Swiss industries to 
grant export credits up to 8-10 years to underdeveloped countries. Under the 
proposal this institute would be expected to take advantage of the Government 
export guaranty system and the rediscounting facilities of the Swiss National 
Bank. 

The Swiss bankers, in reply to the aforesaid proposal, have taken the position 
that while they foresee the possibilities of having to grant longer credits than 
heretofore, creation of a new export financing institute is believed to be unneces- 
sary. The bankers feel that, provided the risks are good, they will be able to 
provide all the credit needed, so long as rediscount facilities are available at the 
Swiss National Bank. 


Belgium 

Export insurance.—Export credit insurance is sold by a Government institu- 
tion, L’Office National du Ducriore; this institution provides insurance against 
inconvertibility, and also insures risks of Belgian exporters with foreign govern- 
ments aganst risk of nonpayment generally. Ordinary commercial credit insur- 



















ence against the risks of insolvency is sold by one private insurance company, 
Belge d’Assurance-Credit, of Brussels, which has reinsurance arrangements with 
the Government. 

Export financing.—The Belgian Institut de Reescompte et de Garantie (Redis- 
eount and Guarantee Institute), a Government institution, accepts commercial 
paper based on export and import financing operations and eligible for redis- 
counting by the National Bank of Belgium but having a maturity of longer than 
120 days. Similarly, export paper having a maturity in excess of 2 years is 
purchased by the Societe Nationale de Credit a l’Industrie (National Industrial 
Credit Society), another governmental institution. In 1952, there was created an 
advisory committee to coordinate medium-term financing of exports (Cofinez). 
This body, which includes representatives from the Government, public credit 
institutions, and banks, is intended to encourage medium-term financing of ex- 
ports. It is consulted on all applications for medium-term loans to finance ex- 
ports which cannot normally be met by banks, coordinates the activities of the 
bodies in providing the funds and where necessary, endeavors to solve the 
financial problems involved. 


France 

Export insurance.—The Government and private interests have joined forces 
in forming a mixed company, Cie Francaise d’Assurance Pour le Commerce Ex- 
terieur, to handle French export credit insurance business. Exceptional risks 
ean be insured only on condition that the normal insolvency risk is also insured 
with this institution. The exceptional risks covered are war and revolution, 
riots, general moratorium, catastrophe risks, such as cyclones, floods, ete.; and 
this institution also covers exchange risks but only where the exporter has no 
means of freeing himself of that risk by forward selling. Premium rates are 
tixed according to the condition of the debtor and the duration of the contract 
and range from one-half to 2 percent. 

Export financing.—In February 1953 the discount period for export paper was 
extended from 3 to 6 months and the discount rate reduced from 4 to 3.5 percent. 
The Compagnie Intercontinentale d'Etudes et de Realizations, the capital of 
which was supplied by a Government-owned and a private commercial bank, 
facilitates dollar export transactions and extends loans to increase production 
for export. The Banque Francaise du Commerce Exterieur, the capital of which 
was supplied by the Government, guarantees commercial paper; this permits the 
exporter to draw immediately on the Bank of France. 


The Netherlands 


Export insurance.—Export and import credit insurance is sold by the Nether- 
lands Credit Insurance Co., Ltd., a private insurance company which reinsures 
its risks with the Government. Insurance against insolvency, war, transfer 
restrictions, and changes in exchange rates is made available to Dutch foreign 
traders. Originally the Government guaranties applied only to exports; it was 
later extended to imports necessary to the Dutch economy. The Minister of 
Finance administers the reinsurance arrangements through a so-called Commis- 
sion for Export and Import Guarantees. 

Leport financing.—The Netherlands Government sponsored the establishment 
in 1951, of a special export finance corporation (N. V. Export-Financiering— 
Maatschappij), by the private commercial banks and provided it with a guaranty 
against “liquidity shortages” not exceeding $50 million guilders. This corpora- 
tion provides medium and long-term credits (not exceeding 5 years) for capital 
equipment export transactions, particularly export to Latin America, Indonesia, 
and the Near East. 


Japan 

Export insurance.—It is administered by the Export-Import Bank of Japan. 
Coverage is up to 80 percent; the risks include insolvency, transfer difficulties, 
war, revolution, etc. The banks themselves may buy the insurance directly, 
protecting themselves against losses incurred in advancing money to exporters 
and in purchasing export bills. 

Erport financing The Export-Import Bank of Japan, also authorized to 
finance capital goods exports, is permitted to extend credits with commercial 
bank participation. Originally 75 percent of the credit could be provided by 
the Export-Import Bank in combination with 25-percent commercial bank credits. 
The rate was recently changed to 90 percent and 10 percent, respectively. 


Source: Insurance Staff, Office of Intelligence and Services, Bureau of Foreign Com- 
merce, Department of Commerce. 
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TABLE I.—Jmports of Latin America from Germany and the United States, 1937, 
1952, and latest available 1958 





1937 1952 1953 
| 
— See Secitiel —_—_— . ws ‘ 
Importing Percent | Percent | Percent Percent 
countries | Total Percent | Total | Percent — 
| imports United from imports United from | United ‘Gen 
) eee termany “ct terms a < a 
(000,000 | States Germany| (000,000) States | Germ any| States! | many! 
| | | 
| | 
Argentina 482.3 | 16.1 10.7 1,177.6 | 18.4 | 8.2 16.7 16. 6 
Brazil 334. 6 23.0 24.0 2, 009. 5 42.0 9.0 28. 0 8.0 
Chile...... | 88. 5 | 29.0 26.0 | 370.9 52.0 | 6.0 | 53.0 | 6.0 
Colombia... adh 95.9 47.0 13.0 402.2 66.0 5.0 | 63.0 | 6.0 
Siiiadheniantnenet 129.5 69.0 | 4.0} 618.3 | 75.0 | 2.0 75.0 2.0 
Ecuador... 1.2!| 39.0] 24.0 | 56.5 | 65.0 | 6.0 | 59.0 | 7.0 
Mexico _. ash bal 170. 5 | 62.0 | 16.0 | 739. 2 | 83.0 2.0 83.0 4.0 
eae 59.3 | 35.0 20.0] 287.5 56.0 6.0 65.0 | 5.0 
Uruguay - - ---- | 66.3 | 13.8 11.0 236. 5 | 25.6 8.0 19.0 11.0 
Venezuela ____- 91.7 53.0 | 14.0 722. 5 | 68.0 | 3.0 | 7.0 | 5.0 
Total..........| 1, 529.9 33.0 | 15.0 | 6,620.7 50.0 | 6.0 | 46.0 7.0 


1 The percentages are based on the latest available trade figures, which range from ieeemh to April in the 
case of Peru, to January to November in the case of Brazil. 


Source: Official trade statistics of listed countries. Prepared from material from the International 
Economic Analysis Division, Bureau of Foreign Commerce, U. S. Department of Commerce. 


TABLE II.—Percentage share of selected countries in the import trade of 6 Latin 
American countries, 1987-88, 1952, and part of 1953 * 

















| | 
», | Colom- : | Vene- 
Brazil | Chile bia Mexico | Peru | suela 
United States: | | | | 
1937-38. (htt A Bibidnscdipecgetiybeales 23.6] 28.4] 481) 604] 349] 547 
RE een, kek: LE Sie pie eae ae 41.7) 51.6) 66.4 | $4.2} 56.1) 68.5 
1953... ih nk dion dathen ait epee} <ditbeeh adele’ 31.0) 542] 62.0) 82.2] 57.1 66.5 
Germany: 2 | | 
1937-38... | 24.0] 260] 13.0 18.0 | 19.9| 140 
1952... Be ea 9.3 5.8 cs! S21: 67)... 28 
Be ee AA th Sap nnn mien cdeadakee ced 8.0 6.4 6.4 4.0) 5.0 5.0 
United” — | 
1937-38 _. 11.3 10. 4 14.4 4.4] 102] 8.1 
ser. 15). 29a Je eel ak wa 8.5 8.7| 62] 2.4) 91] 7.4 
1953 . 4.6 65) 54] 24] 86) 7.8 
France: 
1937-38... dade 27 cer; BST Ber 22} 2.9 
1952 3.9 1.5 LG. via ‘ESI 2.6 
ae... gas NA ee Secedesnaal. “aL a S25 Sars. Rel 2.7 
Belgium: | 
RE rh a cae Seale a | 42 a8] #28! °21 2.9 | 6.5 
RE SiAP LLS5.ccektaven ches sce Sakk 2.9 | 6) 28] iwi) Sey 1.6 
Ah a a 7] 5 2.7 Os. 281 2.2 
Netherlands: | } | 
IR iste dicate tiki sdthenaiins Souk ss 1.1} ta ) +82 1) et 5.3 
aaa Ele al ah a are mpalaiaa 2.3 || Se 6 1.8 | 2.2 
PUR IAS ORES SSS oddodeea set 1.6 | 4] 3.3} 8] 13] 2.1 
Italy: 
ee ee el 1.6 as) Bl. 2.41 20 2.2 
inca ohe do tebiitaditiens sade 2.0 | .6 9 | .6 | 1.3 | 1.9 
So ener te Veg, co 1.2 | or £2). kbi¢ B09 1.8 


| | | 


1 Varying from 3 months for Peru to 8 months for Chile, Mexico, and Colombia. 
2 Figures for 1937-38 are for prewar Germany; 1952 and 1953 figures are for West Germany only and there- 
fore not strictly comparable. 





| 


Source: Department of State. 


Mrs. Ketiy. We will have a complete accounting of counterpart 
funds for each country, will we not? 

Mr. Harvesty. There is only one. 

Mrs. Ketty. I had asked previously and we were told there wasn’t 
any, and then Mr. Powell mentioned Bolivia. 
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Mr. Morrny. That is the only case where there is any counterpart 
and that arises from the fact that we have in Bolivia development 
assistance. 

Mr, Jackson. Is there anything else, Mrs. Kelly / 

Mr. Futon. If you will submit that for the record I would rather 
have a formal statement. 

(The information requested is as follows :) 


COUNTERPART FUNDS IN BoLIvIa 


It is estimated that the commodities being supplied to Bolivia under the 
fiscal year 1954 $4 million development assistance program and the $8 million 
famine relief program will generate counterpart funds and proceeds of sales 
in excess of 1.7 billion bolivianos (the equivalent of $9 million at the official rate 
of 190 to 1). The funds are being placed in a special account by the Bolivian 
Government as the commodities are distributed. At the present approximately 
350,000 bolivianos are held in this special account and will be used to carry on 
a development program in Bolivia. No expenditures have been made from this 
account to date. 

The development program has been drawn up by a commission established 
by the Bolivian Government for this. purpose. The USOM Director is a non- 
voting member of this Commission. After preparation by the Commission, the 
program was approved by the USOM and forwarded to FOA/W for review. The 
program was approved by FOA/W, and the USOM notified. Counterpart funds 
in the special account will be released for implementation of individual projects 
only upon agreement by the USOM. The principal features of the program in- 
elude agricultural development work, agricultural credit, feeder road develop- 
ment, irrigation work, and projects of a similar nature. 


Mr. Jackson. If there are no further questions, we have run quite 
a while. 

We appreciate, certainly, the fact that somebody was here to com- 
ment on every point that was brought up, and if the material that 


has been requested can be furnished for the record, we will also ap- 
preciate that very much. 

Thanks to you, Mr. Hardesty, General Stewart and all the rest of 
you and the meeting will stand adjourned. 

(Whereupon, at 1:10 p. m., the committee adjourned to reconvene 
at 10a. m., Thursday, April 29, 1954.) 





THE MUTUAL SECURITY ACT OF 1954 


THURSDAY, APRIL 29, 1954 


House or RerresEnTATIVES, 
ComMMITTEE ON ForeiGn AFrratrs, 
Washington, D.C. 

The committee met, in executive session, at 10:15 a. m., in room 
G-3, United States Capitol, Hon. Robert B. Chiperfield (chairman) 
presiding. 

Chairman CHIPEeRFIELD. The committee will come to order, It had 
been the intention this morning to bring up the Korean program in 
open session, but after consulting with 1 or 2 of the members it was 
thought best perhaps to start out in executive session, for several rea- 
sons. In the first place, the Geneva Conference is supposed to take 
up as its first order of business, the Korean peace program. In the 
second place, on the floor we are faced with a measure affecting this 
area, and Indochina. While it might be important it might not be 
relevant to the bill, itself. 

For that reason we thought it would be better to meet here in execu- 
tive session and talk matters over for a short time and then determine 
what we should do from there on out. 

Mr. Vorys, what was your idea in that regard ¢ 

Mr. Vorys. Well, Mr. Chairman, the Korean situation is a com 
plicated one and we should be told something of what the current 
situation is and what the situation probably will be in Korea after 
Geneva, politically and otherwise, before we take up the details of why 
we should authorize a number of millions of dollars to be spent out 
there. I thought that might work better in executive session since 
Korea is presumed to be the first order of business over there in Geneva. 

The other thing that I hoped we would touch on is the Coudert 
amendment, which will attempt to put a limitation on the $28.5 billion, 
providing that none of it can be spent in armed conflict without a 
declaration of war, or other express authorization by Congress. 

If there is any subject matter that could come before Congress that 
would properly belong before this committee, it is the subject matter 
of the Coudert amendment. 

I thought the committee might want to discuss this before we go to 
the floor. I understand the House goes into session at 11. Mr. Taber 
felt we would not get into that part of it for a while. 

Mr. LeCompte. I can’t hear what you are saying. Perhaps what 
you are saying is all right but I can’t hear it. 

Mr. Vorys. I was just saying that I think sometime before we go to 
the floor, this committee may want to consider the Coudert amendment 
which is to be presented on the floor this afternoon, and which, regard- 
less of its merits—and I don’t think it has any merits—but regardless 
of that, the views of the committee on jurisdiction should be expressed 
to the floor of the House. I think that the attempted bypassing of this 
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committee doesn’t relieve us of our duty to give such consideration as 
we can to a thing of such vast implications. 

Mr. LeCompte. In the first place, that would be legislation on the 
appropriation bill, would it not? 

Mr. Vorys. That is the kind of thing I thought we should discuss 
at the proper time. 

It seems to me, Mr. Chairman, that we should go ahead with the 
Korean matter for a while, anyhow. 

Chairman Currerrietp. Mrs. Kelly 

Mrs. Ketty. When are you planning to bring this bill to the floor; 
has that been determined ? 

Chairman Currerrienp. Mrs. Kelly, it is very difficult to determine 
when we will be through with our hearings because of situations like 
the current Geneva Conference that might change what we would 
want to put into the bill. 

Westill have to go over the basic bill. 

Mrs. Ketry. It is not immediate, in the next week or so? 

Chairman Currerrtetp. No. I can’t see that we could do that at 
all. 

Mr. Vorys. Well, Mr. Chairman, I thoroughly agree with your 
statement that right now only the good Lord can tell when this will 
be ready for the floor but the effort has been made this year to get 
the information about what is proposed in this bill into the heads of 
the committee so that the committee can then determine, when they 
think the bill should come to the floor, but have it ready, rather than 
have the executive branch say, “Now, it’s time for it, and let’s start 
and have day and night sessions to get ready.” This can only be done 
if we follow what I think the chairman has in mind and the presenta- 
tion team has in mind, a pretty stiff series of hearings that, as I under- 
stand it, are planned now to run to at least the middle of May, in order 
to get over the contents of this bill. That will mean attendance each 
day by members, and on time, or they will not be in a position to know 
what has been said. I understand a Monday session is proposed for 
next week, and right on through the week. 

Mr. LeComrere. Mr. Chairman, if I may submit a question, do I 
understand you, Mr. Vorys, to think that this morning, rather than 
proceeding with this bill, we should think a little about the Coudert 
amendment ? 

Mr. Vorys. Yes, if the rest of the committee feels that way. 

Chairman Currerrierp. Tell the committee what you have planned 
for Monday and Tuesday, Mr. Lloyd. 


STATEMENT OF GLEN LLOYD, DEPUTY TO THE DIRECTOR, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Lioyp. We are discussing going forward on Monday with the 
Near East with Mr. Byroade, Mr. Paul, and General Stewart and on 
Tuesday bringing in the supplementary and special team on India 
which would consist of those three, plus Ambassador Allen, and FOA 
Country Director Willson, both from India. 

Mrs. Boron. May I ask, Mr. Chairman, do you think 2 hours will 
be enough for the Near East, for the team and the questions? 
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Mr. Luoyp. That is 2 days and as far as we are concerned we could 
go also Wednesday. 

Mrs. Bouron. Monday is the Near East and Tuesday will be India. 

Mr. Luorp. And then Wednesday would be the balance. I am not 
suggesting that it be limited to that. 

Mrs. Bouton. It depends on what you present, of course. 

Mr. Liorp. These witnesses would be available to go as long as you 
like. This is not a limitation, it is just a start. 

Mrs. Borron. George Allen is coming over, you say ¢ 

Mr. Luoyp. He will be available for more than 1 day, if you want. 

If that program is all right, I think we can produce witnesses 
under that schedule. 

Mr. Vorys. I think it would be helpful if the presentation team 
would know whether we are going to try to find out all we need to 
know about Korea today and if we get interrupted, to go on tomor- 
row. Otherwise they would have to come back, again, some time in 
the future. 

We ran over things rather lightly before the recess. I would hope 
we could saturate ourselves as much as we want to at this time with an 
urea of problems and then move on to another. 

Mr. Luoyp. We are prepared to spend all of today and all of tomor- 
row, on Korea, and more if you like. 

Chairman CurrerFie.D. Let us proceed and see how we get along. 

Our first witness is Mr. Drumright, Acting Assistant Secretary of 
State for Far Eastern Affairs, Department of State. 


STATEMENT OF EVERETT F. DRUMRIGHT, DEPUTY ASSISTANT 
SECRETARY FOR FAR EASTERN AFFAIRS, DEPARTMENT OF 
STATE 


Chairman CuiprerrteLp. Do you have a statement, Mr. Drumright ? 

Mr. Drumrtient. I have a brief statement, sir. 

The purpose of this hearing on Korea is to take up in some detail 
the program of relief and rehabilitation which is contemplated for 
Korea for the fiscal year 1955, which totals $241.3 million. Of the 
two components of this program, the largest single funding source 
is the United States bilateral program of relief and rehabilitation. 

Chairman Cuirerrrecp. Just a moment. It is awfully difficult 
to hear. I hope we will all try to be quiet. 

Mrs. Ketiy. We did not hear the witness’ name. 

Chairman Currerrtecp. Mr. Drumright. 

Mr. Drumricnt. I will repeat the last sentence: Of the two com- 
yonents of this program, the largest single funding source is the 

Jnited States bilateral program of relief and rehabilitation in Korea, 
which totals $230 million. There is also included in the Korean pro- 
gram before you, a request for a new authorization of $11.3 million 
which, together with the unobligated balance of the current fiscal 
year, of $10.7 million, would be required for the purpose of making a 
total contribution of $22 million to the United Nations Korean Re- 
construction Agency, in the fiscal year 1955. Dr. Moyer, of the 
Foreign Operations. Administration, will address himself to the de- 
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tails of the Korean program, assisted by representatives of the De 
partments of Defense and State. 

In order that you may have a broad picture of the Korean situation 
to serve as a background for the proposed programs, I might take a 
few moments to present our foreign policy objectives. 

I think those could be best opiete by a quotation from the 
statement made by Secretary Dulles, yesterday, at the Geneva Confer 
ence, and I quote: 

We are here to establish a united and independent Korea. It may be given us 
to write a new page in what has been a tragic history. The people of Korea for 
centuries lived together as one nation, and together they have long endured 
foreign subjugation and aggression. They have sought to be united in freedom 
and independence. This is a right which no nation or group of nations can 
legitimately deny them. 

The continued independence of the Republic of Korea is a symbo! 
of the cause of freedom in Asia. We must recognize that the United 
States has an unequivocal commitment not to let the Republic of 
Korea fall victim to Communist imperialism. Even if we had no se- 
curity treaty with the Republic of Korea we would be committed to the 
defense of that country because of its strategic position as a bridge 
between the Asian mainland and Japan. 

A fundamental commitment to stand by the Republic of Korea also 
derives from the sacrifice of the lives of 30,000 of our young men to 
defend its independence, after it was attacked by the North Korean 
and Chinese Communist Armies in 1950. The commitment was one 
that we made not only to the Republic of Korea but to ourselves. The 
extent of the sacrifice we made was the measure of the value we place 
upon the continued independence of the Republic of Korea. We made 
clear to the world the importance its independence had in our eyes. 

Another factor is the authority of the United Nations. Here again 
yesterday, I think, the Secretary of State set it forth very clearly, and 
I will quote from his speech, made at the third plenary session in 
Geneva yesterday : 

It is important that we should constantly bear in mind that what is here at 
stake is not merely Korea, important as that is. It is the authority of the 
United Nations. The United Nations assumes primary responsibility for estab- 
lishing Korea as a free and independent nation. It helped create the Republic 
of Korea and nurtured it. When aggressors threatened the Republic of Korea 
with extinction, it was the U. N. which called on its members to go to Korea’s 
defense. Korea provides the first example in history of a collective security 
organization in actual operation. If this conference is disloyal to the United 
Nations and its decisions, then each of us will bear a share of responsibility for 
destroying what protects us all. 

Korea has an equally great significance to the Communists, of course. 
Precisely how it figures in the dark political maneuvers in the Com- 
munist world is difficult to say. We may surmise, however, that to 
the Kremlin, the Republic of Korea is a monument to a Soviet 
blunder—the decision to unleash an unsuccessful Communist aggres- 
sion against the Republic of Korea. To the Chinese Communists it is 
undoubtedly an area which, if controlled by them, would give them a 
position in the Far East of great power and prestige. Both Soviet Rus- 
sia and Communist China have the strongest motives for wishing to see 
the Red flag raised above Seoul and Pusan. We may expect them in the 
future to continue trying to bring this about by every means that 
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promises success at a cost to them that is less than exorbitant. In- 
deed, we can see from the proposals made by the North Korean repre- 
sentative at Genev a, and also by the Chinese Communist representa- 
tives, that they are seeking some cheap way to take over the south part 
of Korea. 

What we are asking the Congress for is a means to make the Re- 
public of Korea strong, prosperous, and able to look after itself. Dr. 
Moyer will explain to you the direct economic objectives in terms of 
farms, factories, and living standards, which the program is designed 
primarily to serve. It is to be emphasized that the funds for which 
we are asking will furnish the economic help which is indispensable 
to enable the Republic of Korea to maintain military forces capable 
of defending the country against aggression and particularly against 
the North Korean Army which is now being rebuilt, 

Without such help, and with its very large military budget, the 
Republic of Korea’s economy would be prey to hopeless inflation. 
With the Republic of Korea capable of defending itself against North 
Korea, the Communists will be faced by the fact that international 
Communist forces would be required to overcome the Republic of 
Korea, and that the use of such force would certainly mean a war not 
confined to Korea. 

Consequently, it is to be anticipated that the Communists will seek 
every stratagem to weaken the Republic of Korea by means short of 
invasion—that is by infiltrating agents and guerillas, by creating con- 
fusion, by fomenting disorders, by inciting Facuntenk: and by exploit- 
ing griev ances whi ch must arise when an economy has been wrecked 
by: war and military burdens far beyond its capac ity to support. That 


is why, apart from ‘humanitarian considerations, it is so important for 
us to he - get the economy of the Republic of Korea on its feet 
Cc 


again and create an atmosphere of confidence in the future. 

In addition to the reasons for helping the Republic of Korea, be- 

‘ause of our sympathy and admiration for its heroic and long-suffer- 
ing population, we must recognize that other free peoples in Asia 
will judge by the faith of these people whether, in the final analysis, 
the Republic of Korea was wise to resist Communist aggression— 
whether the Korean people would not, in fact, be better off today 
had there been no resistance and had the country been spared the 
horrors of conquest and liberation. It is of the greatest importance to 
us that the Republic of Korea demonstrate not how much is to be lost 
but how much is to be gained by standing up to Communist aggression. 

There is one other matter which I would like to mention before Dr. 
Moyer takes over. United States policy in supporting UNKRA— 
the UN organization—has been that, just as the fighting in Korea was 
a collective United Nations action, so there should be, to the extent 
that it is feasible, collective United Nations action in assistance in 
relief and rehabilitation of war damage in Korea. By so doing we 
preserve the symbol of unity of the free countries and also diminish the 
burden somewhat which may have to be borne by the United States. 

Chairman Cutrerrtevp. Thank you, Mr. Drumright. 

Mr. Smiru. I would like to ask the gentleman a question: He said 
one of our objectives is to make Korea strong. What do you mean 
wy eas Are you talking about South Korea, the Republic of South 

orea 
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Mr. Drumricur. Yes. 

Mr. Smrirn. From that are we to judge there is going to be a perma- 
nent division of that country ? 

Mr. Drumricur. No, indeed. That certainly isn’t our hope, and we 
are now meeting in Geneva, of course, to try to unify the country. 
But this program request directs itself toward the southern half, the 
Republic of Korea, for the time being, but if we should at Geneva be 
able to work out a unified Korea then we would have to have another 
look at it. 

Mr. Smirn. Are you talking about economics? 

Mr. Drumricur. Economic, political, every sort of strength. 

Mr. Smiru. What can we do on the political side? 

Mr. Drumricur. The political side is tied up with the military very 
intimately, now, and also economic. They are all a part of the whole 
and we have to look at it as a whole. 

Mr. Smrru. Thank you, Mr. Chairman. 

Chairman Curirerriecp. Mr. Moyer 


STATEMENT OF DR. RAYMOND T. MOYER, REGIONAL DIRECTOR FOR 
THE FAR EAST, FOREIGN OPERATIONS ADMINISTRATION 


Chairman Cureerrretp. Will you state your title, please. 

Mr. Moyer. I am regional director for the Far East, Foreign Op- 
erations Administration. 

In a statement before this committee on April 5, Secretary Dulles 
referred to the fact that the end of the fighting in Korea had made it 
possible now to engage in a different type of effort, in which we are 
seeking to demonstrate that freemen also can excel in the arts of peace. 


I appreciate this opportunity given to pear our proposals for a 


program which we hope will accomplish t 
of relief and rehabilitation in Korea. 

I would like to call special attention to my associates in this presen- 
tation team. Maj. Gen. W. F. Marquat, Chief of the Office of Civil 
Affairs and Military Government of the Department of the Army; 
and Mr. Graham R. Hall, Special Assistant to the Assistant Secretary 
of State for UN Affairs and deputy United States representative on 
the Advisory Committee to the Agent General of UNKRA. 

These members will be glad to elaborate on any point in which the 
committee is interested and to answer questions. Several others from 
the agencies we three represent, having detailed knowledge on spe- 
cific points, also are here and available for questioning. 

Mr. Vorys. Mr. Chairman, there is one thing I think we ought to 
clear up. The presentation team prepared statements which are pub- 
lic statements, and I think the fact that we have called an executive 
session should not prevent the release of these statements. I ask 
unanimous consent that the prepared statements be released, if that is 
agreeable with the presentation team. I know that is the purpose 
for which they were prepared. 

Chairman Cutrerrietp. Mr. Vorys, I consulted with the team. Mr. 
Crawford has the public statements in his hand now and is taking 
them to the representatives of the press. 

Mr. Vorys. Thank you. 

Mr. Moyer. By way of introduction, I would like to call attention 
to several pertinent facts in the background that I think are important 


iat, a coordinated program 
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to an understanding of this program. One group of these facts re- 
lates to the broad problems found in Korea with which we think this 
program has to deal. 

Mr. Drumright has just referred to the purpose of the program, to 
make Korea strong. On page 410 of the unclassified version of this 
presentation book is an elaboration of that in somewhat more specific 
terms, in which it states that the long-range objective of the program 
is to: “(a@) Achieve a standard of living approximating that of 1949- 
50 and (6) to support a military force adequate for the defense of 
Korea.” 

Now, the achievement of objectives, basically, usually is a matter 
first of identifying the separate problems that you have to deal with 
the problems in the situation which now either hinder or prevent them 
from being realized. So the first question is, What are the problems 
in the situation in Korea, with which the program has to ik These 
are in brief: First, the food, clothing, housing, and health require- 
ments of the portion of Korea’s poptudation dislocated by the war who 
are still without these requirements. 

Second, the continuing threat of serious inflation. 

Third, the low levels of certain areas of agricultural and industrial 
production, which are still far below levels necessary to provide what 
Korea needs to support the planned military buildup and a standard 
of living even on an austere basis. 

Fourth, a shortage of power, transportation, communications, and 
public works facilities. 

Fifth, the need for effective Government services and for institu- 
tions, both public and private, that will help bring out the inherent 
capabilities of the people, train them for essential activities, and pro- 
vide for their welfare in the long run. 

The programs supported through funds appropriated by the Con- 
gress are aimed at helping the Government and people of the Republic 
of Korea to deal with these problems. 

A second matter in the background, in which I know the committee 
is greatly interested, relates to the way in which the program operates. 
The report of your special study mission contains an excellent state- 
ment of the different forms of economic assistance that have been 
given to Korea since the close of World War II, and the organizations 
that were established to administer them. Part of this history has an 
intimate bearing on the ae which we have today. 

This is true and can be seen from the fact that two of these pro- 
grams continue today. One of them is the United States program of 
Civilian Relief in Korea, commonly referred to as the CRIK program, 
first established under a directive from the President to the Depart- 
ment of Defense to assume responsibility for direct civilian relief. 
This is administered by a United States Army organization known 
as the Korean Civil Assistance Command—in brief, often referred 
to as KCAC. 

The second is the United Nations program administered by the 
United Nations Korean Reconstruction Agency known as UNKRA. 

I find it impossible to avoid mentioning these names because they 
are so pertinent to so many of the subjects we have to talk about. 

When it was decided there should be added a third component to 
the program growing out of the $200 million transferred to FOA it 
was quite clear to all concerned that unusual care had to be exercised 
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to make certain that all efforts would be coordinated, and administered 
in such a way as to prevent duplication of effort. Planning an ad- 
ministrative arrangement to accomplish this, however, had also to take 
into account the fact that Korea has been and still is considered a mili- 
tary theater. So long as substantial U. N. troop strength remains 
in Korea, it is imperative that the theater commander have a basic 
control over operations and have at his immediate disposal, men and 
resources to deal with emergencies affecting the security of these 
troops or the civil population. The Republic of Korea also rightly 
considers the problems of relief and rehabilitation to be the primary 
responsibility of the Republic of Korea itself. Basically the problem 
of this assistance program is to help the Government and people of 
Korea succeed in their own efforts to solve these problems. 

In the arrangements to assure coordination, established in a memo- 
randum signed by the President last August, provision was made for 
the appointment of an Economic Coordinator who serves as the repre- 
sentative of the commander in chief of the United Nations Command, 
who presently is General Hull, in developing and coordinating United 
Nations and United States relief and rehabilitation programs. 

He also serves with the representative of the Republic of Korea on 
the combined economic board, which has been established to develop 
an overall program including activities supported by the Republic of 
Korea out of its own funds. 

How does this arrangement work in actual practice? Two princi- 
pal responsibilities are involved: Programing and administering. 
In programing, the staff of the Economic Coordinator—he has 
a small staff—in consultation with the representatives of the Republic 
of Korea, the United Nations and the United Nations Command, 


examine the needs of the economy and draw up the broad outlines of 
what is required for a total ea of aid to meet these needs. This 


is accomplished through informal discussions, negotiations, and com- 
promises. The final results are sent to Washington where further 
refinements may be made. Agreement also is reached on a tentative 
breakdown with respect to the portions of the total program that 
will be recommended to be provided out of United States funding 
sources, on the one hand, and United Nations funding sources on the 
other. 

With respect to administration, the United Nations oe 1s 
administered by its field organization, the United Nations Korean Re- 
construction Agency. Insofar as the bilateral program is concerned. 
program operations are carried out by the Korean Civil Assistance 
Command. 

We have provided a simple chart that shows these relationships 
visually. With your approval, however, I would suggest that its 
display and discussion await completion of this presentation. 

Mr. Vorys. Will we get the names of these people, then ? 

Mr. Moyer. Yes, sir. 

Now, I would like to take up first the current program, the 1954 pro- 
gram—what funds have been appropriated for its support; how far 
we have gotten along with it; what accomplishments can be pointed to. 

Referring again to the presentation book, you will see in the table 
on page 407 a listing of the United States funds to be available 
during fiscal year 1954: these total $320.1 million. First is an item 
of $280.1 million programed by United States agencies. This is made 
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up of the $199.5 million transferred to FOA, plus $80.6 million ap- 
propriated to the Department of the Army for the CRIK program. 

The second item is one for $30 million. That is the estimated 
United States contribution to the United Nations program. Of this, 
$15 million has been contributed to date. 

The final item below, of $10 million labeled “Korean emergency food 
relief,” represents an emergency grant of food supplies in the form 
of Army C rations. That was sent as a gesture of good will to the 
Korean people at the close of the fighting last summer, before cther 
parts of the program could be put into operation. 

Of other contributions for this total coordinated program, the most 
recent estimates indicate that the following funds will be available: 
From contributions of other governments to UNKRA, $18 million. 
From voluntary agencies and sundry U. N. specialized programs, such 
as UNICEF, $15 million. From the Republic of Korea foreign ex- 
change, $90 million. These with the above items from United States 
appropriations make a grand total of $443.1 million expected to be 
available in fiscal year 1954. 

Now, with respect to progress in this program. Progress in the 
utilization of these funds for the United States and U. N. programs 
in general has been more rapid than was anticipated, say 4 months 
ago. This was reflected in the following figures showing overall 
obligations for programs under the three funding sources. 

CRIK, as of the 31st of March 1954, $45 million obligated, repre- 
senting about 55 percent of the total. 

UNKRA, the total UNKRA funds—that is United States contribu- 
tions plus other contributions—obligated, $11 million, representing 
about 26 percent of the total. 

The FOA component—this is a later date, the 20th of April, which 
is the last we had—obligated, $98,390,000, representing about 49 
percent of the total available. 

An examination of certain of the details throws further light on 
the progress that has been made. In the use of the FOA funds, a 
lag has occurred in the investment phases, for which only about 25 
percent of the amount programed has so far been obligated. Addi- 
tional firm requests, largely for power projects, however, are already 
well advanced, which will increase the investment obligations to about 
60 percent of the total planned for fiscal year 1954. Detailed plans for 
a fertilizer factory, also well advanced, are expected to raise obligations 
substantially closer to the investment target for the year. These and 
other recent developments indicate a probability that all the funds 
programed for fiscal ear 1954, in the FOA segment, will be obligated. 

Likewise, UNKRA anticipates a much faster rate of obligation 
during the remainder of this fiscal year, particularly because the en- . 
— work has been completed and contracts are now to be let 

or major industrial plant construction. 

The committee, I am sure, would like a brief picture of the activities 
that these funds have helped to make possible. 

I would like next to turn to that. 

In the CRIK component, emphasis has been on relief items such as 
food, clothing, shelter, and medical supplies. The U. N. Command 
has 10 field teams, one at Seoul and one in each of the 9 provinces. 
These teams are responsible not only for relieving the ordinary dis- 
tress found among those uprooted as a result of the war, but for action 
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in emergencies. An example was the devastating fire in Pusan last 
winter when approximately 30,000 were rendered homeless. Almost 
overnight receiving stations and temporary shelters were set up, 
medical and sanitary needs were provided for, those without food 
were fed, and building materials fortunately already available were 
distributed for the rebuilding of dwellings. 

Out of the $80.6 million made available for this CRIK program, 
$15 million was allocated to the Eighth Army under Gen. Maxwell 
Taylor for use in his very interesting program known as the Armed 
Forces assistance to Korea. In this program, use was made of engi- 
neer battalions and other appropriate units in helping local people in 
communities throughout the Republic of Korea to rebuild damaged 
schools, orphanages, churches, hospitals, and other public buildings, 
and to repair facilities such as bridges and highways. American per- 
sonnel help in planning, provide technical assistance, and assist in 
operating Seae equipment. 

On the plane going from Tokyo to Seoul, I sat next to a young 
American officer who remarked rather cynically that if I found any- 
thing interesting in Korea I should tell him—he would like to see it. 
During the same conversation, however, I thought he answered his 
own question by telling me very enthusiastically of what his unit had 
done helping Korean villages in these types of activities. 

The UNKRA component: By mutual agreement between the Eco- 
nomic Coordinator and the Agent General of UNKRA, UNKRA 
undertakes major responsibility in the fields of housing, irrigation 
und flood control, forestry, fisheries, health and sanitation, and educa- 
tion. It also has extensive responsibility for repair and new construc- 
tion in industry, and full responsibility for what is done in mining. 
While the scope of responsibility is thus generally defined, changes 
may be made by mutual agreement, adjusting to circumstances, 

In its fiseal 1954 program, UNKRA has allocated $2.5 million to- 
ward the building of 5,000 dwellings, the walls to be made of earth 
blocks compressed by easily operated matchines which UNKRA has 
imported. UNKRA has provided supplies and equipment for the 
construction of 4,300 classrooms. A major hospital has been recon- 
structed. Irrigation projects developed with UNKRA assistance are 
estimated to make possible an annual increase of 28,000 metric tons of 
rice, valued at $5.6 million at current prices. For Korean inland 
transport, UNKRA has delivered trucks valued at $2 million. For sea 
transport, a major port is being rehabilitated at a cost of approxi- 
mately $2 million. 

In the field of industry, engineering surveys have been completed 
preparatory to the construction of a cement and flat glass plant. The 
textile industry has benefited from the importation of 55,000 spindles 
and other equipment totaling over $2 million for the major cotton 
mills. 

The FOA component: I refer you to page 415. You will see on the 
left the funding source by fiscal year, and then crosswise, the 9 princi- 
pal categories into which the program is divided. 

Looking here at the 1954 program of the Foreign Operations 
Administration going across you will see that the two principal cate- 
gories are: Transportation, communications, and power which is cate- 
gory 4; and category 8, maintenance of essential supply. 
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FOA funds are also used for a relatively small program in public 
administration, and 1 or 2 others. 

A moderate amount is programed for the category, industry, min- 
ing, and labor. 

Now, referring to the category, “Maintenance of essential ——s 
The items financed under this category are intended to make available 
in Korea the industrial raw materials, foodstuffs, and other consumer 
goods and replacement parts needed for the civilian economy which the 

‘orean Government, itself, cannot import because of the limited 
amount of its foreign exchange. By providing goods to meet the 
effective consumer demand, prices are Kept down and an important 
step is taken toward the control of inflation. Specific items programed 
in 1954 include such materials as raw cotton, raw rubber, textile yarns, 
lumber, coal, petroleum products, miscellaneous industrial machinery, 
fertilizer, wheat, soybeans, cotton cloth, and medical supplies. 

Under the other major category, designated “4. Transportation, 
communications, power, and public works,” sizable amounts have been 
obligated for railroad rolling stock, cargo vessels for coastal use, 
cargo-handling equipment, hydro- and thermal-electric plants, and 
transmission and distribution facilities. It is anticipated that funds 
will shortly be obligated for a fertilizer plant, which will cost $20 
million and produce 40,000 tons per year of contained nitrogen. 

Of a different character, plans are going forward for a contract with 
the University of Minnesota to assist Seoul National University in the 
fields of agriculture, medicine, and engineering, and with California 
Polytechnic Institute for vocational training. 

Certain concrete accomplishments have been achieved as a result 
of the initial impact of this program added to the more substantial 
impact of the CRIK and UNKRA programs of the previous fiscal 
year. Wholesale prices rose only 17 percent in 1953, as compared with 
about 100 percent the year before. United States financed imports 
of fertilizer helped boost rice production 17 percent over 1952, provid- 
ing slightly more than enough for Korea’s own need. A beginnin 
also was made in rehabilitation: electric power generation + 
from 315 million kilowatt-hours in 1951 to 736 million kilowatt-hours 
in 1953; coal production rose substantially; the production of cotton 
yarn increased from 800 metric tons per month in 1952 to 1,100 metric 
tons per month in 1953. Living conditions of the Korean people also 
improved through United States-United Nations aid given in relief, 
public health and education. 

Coming now to the fiscal year 1955 proposals, I wish again to refer 
to the table on page 407 of the presentation book. A total of $241.3 
million in new United States funds is proposed, exclusive of mutual 
defense assistance and direct forces support. You will note that we 
have requested a single appropriation for the direct United States 
aid to Korea and a separate appropriation for the United States 
contribution to UNKRA. The $241.3 million includes $230 million 
for the United States component and $11.3 of new funds for UNKRA. 
Authority also is requested to carry over for the UNKRA program in 
fiscal year 1955 the anticipated unobligated balance from fiscal year 
1954, presently estimated at $10.7 million. The total proposed United 
States contribution to UNKRA in fiscal year 1955 thus is $22 million, 
which assumes that a total of $30 million will be contributed by the 
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United States within fiscal year 1954. This will be done if other 
governments make sufficient additional contributions to maintain ap- 
proximately the 65-35 ratio. 

Mr. Vorys. Mr. Chairman, there is a quorum call. It would appear 
that because of the matter on the floor we will have to put this over 
until tomorrow. I think we all want to be in on this $28.5 billion bill 
down here, particularly on the Coudert amendment and there may be 
many other matters. Before some of you came in there was a sug- 
gestion that we might want to discuss that, at least briefly before we 
go to the floor, and it would appear this ‘would be about our only 
chance. 

Chairman Curprrrietp. Under the circumstances, Dr. Moyer, we 
will defer the balance of your presentation until 10 o’clock tomorrow 
morning. If the committee could stay here and informally discuss 
the Coudert amendment, I think it would be helpful to ourselves and 
to those on the floor. 

Mr. Javits. Mr. Chairman, could the staff watch the situation so 
we could answer the quorum? I think we have 20 minutes or 15 
minutes. 

(Whereupon, at 11 a. m., the committee adjourned to reconvene at 
10 a. m., Friday, April 30, 1954.) 





THE MUTUAL SECURITY ACT OF 1954 


FRIDAY, APRIL 30, 1954 


House or RepreseNTATIVEs, 
ComMITTEE ON Foreign Arratrs, 
Washington, D.C. 
The committee met, in executive session, at 10:15 a. m., in room 
G-3, United States Capitol, Hon. Robert B. Chiperfield (chairman) 
presiding. 
Chairman Cuiprerriecp. The committee will come to order. 
When we adjourned yesterday, I believe Mr. Moyer was making a 
statement, Is that correct? 
Mr. Moyer. Yes, sir. 
Chairman Cutrerriecp. Will you continue, Mr. Moyer, with your 
statement ¢ 
Mr. Moyer. Thank you. 


FURTHER STATEMENT OF DR. RAYMOND T. MOYER, REGIONAL 
DIRECTOR FOR THE FAR EAST, FOREIGN OPERATIONS ADMIN- 
ISTRATION 


Mr. Moyer. When we discontinued yesterday I had just listed the 
items that are in the proposal for the 1955 program, but didn’t mention 
one point that there is in the table provision for a small mutual defense 


assistance item. The amount isn’t listed in this book because it is a 
classified figure. It provides for the training of Korean armed forces 
personnel in the United States. Other military assistance to the 
Republic of Korea is given directly by the Department of Defense. 

Chairman Curperrietp. Where are you in your statement? 

Mr. Moyer. Page 10. 

Chairman Crirerrietp. Where are you in the unclassified presenta- 
tion book ? 

Mr. Moyer. Page 407 of the unclassified presentation book. 

Chairman CutrerFieLp. Proceed, please. 

Mr. Moyer. Just to repeat, I was referring to the item at the top 
of the table on page 407, “Mutual defense assistance,” but the figure 
is not given because it is classified. It is a small item referring to the 
training of Korean armed forces personnel in this country nil there- 
fore in this budget. Other military assistance is given directly by the 
Department of Defense and does not appear here. 

Now, I would like to explain how we arrived at these estimates for 
relief and rehabilitation. Before proceeding with what I have in my 
prepared statement, I would like to make the additional comment that 
we approached this task quite seriously in an effort to estimate the 
real needs and the best way to meet them. To do that, we sent from 
Washington, two specialized personnel with experience in budgetmak- 
ing and with the processes that are gone through. They went to 
Korea for about 6 weeks, attached to Mr. Wood’s staff, and went care- 
fully into the whole situation. 
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The level of aid that is requested for the fiscal year 1955 program 
of relief and rehabilitation was arrived at on the assumption that the 
basic problems with which the program should attempt to deal will 
be substantially the same as described for fiscal year 1954. With huge 
military expenditures by the Korean Government, and large outlays 
for essential reconstruction, the basic elements for a resurgence of 
uncontrollable inflation are still present. Despite encouraging gains, 
the Korean economy as a whole remains in a precarious state. Pro- 
duetion increases thus far achieved fall far short of meeting needs, 
living standards remain at a low level, and productive activities are 
still well below the level needed to provide employment and produce 
needed goods. Republic of Korea military expenditures for its pres 
ent military establishment are still far beyond their capacity to meet 
out of their own resources. 

Preparation of the fiscal year 1955 proposals gave careful considera- 
tion to the overall size of the program required : it also aimed to 
assure that its various components were fully integrated. The judg- 
ment of planning, program, and technical personnel of the Republic 
of Korea, the United States and the United Nations in Korea, entered 
into the decisions made concerning the needs in each category. 

General economic conditions, pipeline, the Korean balance of pay- 
ments position and the strength of the inflationary potential all were 
taken into account. 

Experience in fiscal year 1954 and in previous Korean economic 
assistance programs was drawn upon. 

We believe, therefore, that the proposals laid before you represent 
as accurate an estimate of the needs as can be made at the present time, 
and that they represent a well-integrated program responsive to these 
needs. 

An important change from 1954 is the decrease in the requirements 
for strictly relief purposes, from approximately $30.7 million, in 
fiscal year 1954, to about $20 million in fiscal year 1955. This has 
been made possible because of improved economic conditions, on the 
basis of our present best estimates. The amount earmarked for the 
importation of industrial raw materials, repair, and replacement 
parts and consumer goods remains at approximately the fiscal year 
1954 level, but it constitutes a significantly higher proportion of total 
funds requested in order to guard against inflation. Funds for capital 
investment in such categories as transportation, power and industry, 
are substantial but total somewhat less than in fiscal year 1954. 

The proposed level is the amount which we believe can be effectively 
utilized without unduly aggravating inflationary pressures. 

At this point I would. also like to insert a comment concerning the 
difference between the 1954 totals and the proposed 1955 totals. yl 
economic purposes, in 1954, the figure is $320.1 million. For 1955 
is a lower figure of $241.3 million. This is a sealing down in 
accordance with the suggestion of the Tasca report, but we » also think 
it is realistic in terms of the needs of the situation. 

In general, except for these differences, the fiscal year 1955 program 
represents a projection of the program for fiscal year 1954 and the 
composition of the separate categories is similar. 

In concluding this statement J} would like to make one observation 
relating to the program asa whole. While in the Far East in Febru- 
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ary, 1 went from Seoul to Taipei in Formosa. I left Seoul with a 
vivid impression of the rubble of destroyed buildings, with a sense 
that much of the activity of the people I saw there was somehow un- 
natural and not the expression of a healthy situation, and with a 
memory of the hard look on the faces of many of the people. 

I carried also a strong feeling of the difficulties being encountered 
by the United States and U nited Nations agencies in their efforts to 
help the Government and the people of Korea—the economic, politi 

cal, the psychological obstacles that make quick and easy progress 
impodsible. 

Prominent among these are: The interrelationship of the economic 
with the political and military problems in Korea; the lack of simple 
answers to these problems; the failure as yet to have reached with the 
Government of Korea a sufficient degree of the kind of mutual con 
fidence which makes for effective co»peration; the sheer magnitude 
of the economic problems faced by the Republic of Korea, to which 
are added its other problems in developing as an independent demo 
cratic country, and the added difficulty caused by the division of 
Korea which cut off South Korea’s light industry and rice production 
from North Korea’s hydroelectric power, fertilizer production, lum 
ber, minerals, and heavy industries. 

As we drove up Chung Shan Road in Taipei, the contrast with 
Seoul was striking; people thronging the streets were well fed and 
clothed; they were busy with normal occupations; the shops had 
substantial supplies of the foodstuffs, clothing, and household goods 
ordinarily used; the faces of the people were relaxed. In an indus- 
trial fair then in progress I saw large varieties of cloth, metalware, 
household appliances, soaps, and so on, being manufactured in a grow- 
ing industry in Formosa. Immediately that scene brought to my 
mind a second contrast, with the Taipei I first saw when I arrived 
there in 1949. Outward conditions were similar to those I had just 
seen in Seoul. Behind those conditions lay a disrupted agriculture 
and industry not yet recovered from the effects of the war; dam: aged 
power, railway, and harbor facilities; a swollen population resulting 
from a great influx of refugees ; large armed forces requiring for their 
support a large proportion ‘of all available funds; and serious inflation 
then in progress. 

I think the problem in Korea is greater and more difficult to solve 
than was the problem in Formosa. But having seen at close range 
the progress t that has been made in Formosa, I feel hopeful about 
prospects in Korea. 


Thank you. 

Chairman CurrerrieLp. Thank you very much, Mr. Moyer. 

As I understand it, Mr. Hall and General Marquat do not have 
prepared statements. 

Mr. Harz. That is correct, sir. 

General Marquart. That is correct. 

Chairman Currerrieip. Then I believe we are ready for questions. 

Before we start the questioning, I would like to ask one general 
question: You determined the needs for relief and economic aid, for 


example, in the Korean area, did you not? 
Mr. Moyer. Yes, sir. 
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Chairman Currrrriecp. When you make your decision on what is 
needed you have no instructions to consider what the impact of this 
particular program may be upon the general economy of our country, 
do you? 

Mr. Moyer. Of the United States, sir? 

Chairman Cureerrirecp. Yes. I am now talking about the entire 
mutual security program, for which the Congress is requested to 
authorize $3.5 billion for fiscal year 1955. 

Mr. Moyer. Our instructions are, sir, in the light of our objectives, 
to examine the needs of Korea, and see what we think is necessary in 
order to meet those needs in line with our objectives. 

Chairman CurperrieLp. And someone else is responsible for de- 
termining whether the overall program will sustain our economy or 
keep us from proceeding on a sound, financial basis? 

Mr. Moyer. That is correct. 

Chairman CurrerrreLp. That is not your determination ? 

Mr. Moyer. That is not our particular responsibility. 

Chairman Currerrietp. Mr. Vorys, do you have a question? 

Mr. Vorys. I would like to ask somebody first what is the sig- 
nificance of the decision made at Geneva with reference to Korea to 
refer the thing to a committee? According to the paper, that meant 
what quite often happens over here, when you can’t think of anything 
else to do or can’t agree on what to do, you refer it to a committee, 
or a commission. 

What is the significance of what happened over there? 

Mr. Drumrient. Sir, according to our cables this morning no de- 
cision has yet been taken to go from a plenary session, into some kind 
of a working committee session, but it looks as though that would 
happen. TI believe that only one delegate has applied to make a speech 
today, and that is the minister from Thailand. cee the Korean 


Foreign Minister will make a statement outlining the Korean position 
on unification. 


Mrs. Borron. Prince Wan? 


STATEMENT OF EVERETT F. DRUMRIGHT, DEPUTY ASSISTANT 


SECRETARY FOR FAR EASTERN AFFAIRS, DEPARTMENT OF 
STATE 


Mr. Drumricut. He is going to make a speech today. According 
to cables which I read hastily before coming over here, it appears 
the Korean Foreign Minister may also speak and set forth very def- 
initely the position on our side. There was a discussion in the meet- 
ing yesterday on that and it seemed to me as I read the cable this 
paren it wasn’t clearly decided that he would but it looks as though 
re will. 

That would then, Mr. Vorys, take it out of the plenary session into 
a working committee where they feel they might get on better, with 
some progress toward trying to arrive at a suitable formula. 

Mr. Vorys. I don’t understand that hope of progress on a suitable 
formula in view of what I see in the papers. hat is your position 
and our expectation and what can we plan ahead for here? You are 
asking for an awful lot of money for Korea and one of the things we 
would like to know is what are the chances and the prospects there ? 
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Mr. Droumrieut. Our expectations, our objectives, perhaps I should 
say—are to seek a unified, free and independent Korea ak one from 
which all foreign forces would be withdrawn and the country then 
allowed to carry on in a free way. 

Our expectations are not very high, frankly, that we shall get our 
objective attained there, but we certainly are making the effort. If we 
don’t, we will still have a divided Korea and we will still have the two 
sides facing each other. 

Discussion off the record.) 

hairman Currerriecp. Mr. Drumright, the committee members 
seem to have a little difficulty in hearing you. Will you speak just 
a little louder, please. 

Mr. Drumricut. We have that very unfortunate situation of an 
armistice, but no real peace. Frankly, we don’t believe the Commu- 
nists are willing to make the concessions necessary to get a free and 
united Korea, to agree to the free elections which are needed to bring 
the government together—a single legislature and a single govern- 
ment. 

Mr. Vorys. As I understand it, the Communists have proposed the 
withdrawal of all foreign forces from Korea. That is one of the 
things we want. Do we say we are against that unless and until 
something else happens? 

Mr. Drumricut. Yes. We want the troop withdrawal issue asso- 
ciated with the unification issue. We don’t want to separate them. 

Mr. Vorys. But they have offered to unify Korea—I have followed 
their formula and I understand it is a similar formula to that pro- 
posed in Germany, one where it can be forecast that the elections 
would go a certain way, is that it? 

Mr. Drumricut. They propose that the two legislatures and other 
organized bodies get together in a kind of coalition government, pre- 
sumably after all foreign troops have been withdrawn, and then 
establish conditions for elections, but they have certain proscriptions 
such as that “antidemocratic people” and “Fascists,” and so forth, 
shouldn’t participate and it is quite clear to us they would indicate 
people like President Rhee, and so on. 

Mr. Vorys. What is the proportion, there? If there was any deci- 
sion made on a democratic representative basis of people, South Korea 
would control the situation, is that not true? 

Mr. Drumricut. Yes, sir. 

There hasn’t been a recent census but there are more than 22 million 
people in South Korea as against 5.7 million in North Korea. Of 
course, on our side we would want absolutely free elections, and on a 
proportional basis, of course. 

Our position at Geneva is that we should go ahead and have these 
free elections in North Korea, only. We have already had them in 
South Korea, pursuant to the United Nations resolutions. They have 
carried out their part of it, but the north has not. Our position is 
that we think they should go ahead and carry out the rest of it in the 
sabe and then on the basis of that, they would amalgamate there in 

eoul. 

They would join the present Korean Assembly and they would take 
a look at the constitution, and if it was all right they would accept it or 
else try to afnend it legally. 


45700—54———29 
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Mr. Vorys. Is it our view that there could be free elections while 
there are 1 million outside forces in North Korea ? 

Mr. Drumricut. I believe we feel that would be very difficult. 

Mr. Vorys. Do we feel that no matter who they elected, they could 
’ handled through the principle of representation by the majority, 

> action by the majority! Are we proposing something that would 
‘wie if it were accepted ¢ 

Mr. Drumreicur. If we could get free elections in the north we think 
it would work; yes, sir. We don’t believe the Communists would be 
elected up there, if they had free and untrammeled elections, but it is 
very difficult to get that. 

Mr. Vorys. I know. 

Mr. Drumricutr. We would certainly want to insure to the greatest 
possible degree that we have that. We wouldn’t want to accept some- 
thing that wasn’t a free election. 

That all has to be thrashed out yet. Presumably that would come 

up in this working committee, and so on. 

Mr. CarnanHAn. By free elections do you mean elections where 
there would be issues among which the people could choose, or is it 
going to be one of those elec tions : “Do you want it, or don’t you want 
it?” It isa case where they all vote but there is nothing to vote upon. 

Mr. Drumricut. They would vote for the national assembly men 
who would then come into the legislature and join the existing govern- 
ment. They could revise the constitution or whatever is necessary. 

Mrs. Bouron. Would there be two candidates for the same office ? 

Mr. Drumricnt. There could be. There could be many more. Asa 
matter of fact, in South Korea they are to have an election for the 
National Assembly. ‘The 4-year legislative term is up and there is to 
be an election. 

I have a report here. There are 1,286 candidates for the elections 
which are going to be held in the Republic of Korea on the 20th. 

Mr. Carnanan. For how many positions? 

Mr. Droumrient, There are 203 seats and there are over 1,200 candi- 
dates, most of whom are registered as independents. 

Mr. Vorys. Under the present constitution of Korea, do they have 
places assigned for North Korea? That is as if it were a united 
country 

Mr. Drumricut. They reserve 100 seats for North Korea. 

Mr. Vorys. Is that included in the two hundred-odd that you 
mentioned ? 

Mr. Drumricnr. No, sir; they would be added to the 203. 

Mr. Vorys. Do they make any arrangement about absentee repre- 
sentation, or a sort of exiled government representation ? 

Mr. Drumrienr. No; they have not done that. The North Koreans 
have done that, but not the South. 

Mr. Gorvon. With regard to the popularity of Syngman Rhee, will 
that affect the elections? 

Mr. Droumricnt. He is by far and away the dominant political 
figure in Korea. As you know, he is a revolutionary of more than 40 
years standing. He was imprisoned by the Japanese and then went 
into exile and was in this country and Europe for something like 
30 years. He has always fought for a free and independent 
Korea and his name is known to all Koreans as a fighter for Korea and 
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freedom. Therefore, he certainly has great popularity in his 
country. Also at the same time he has many policical enemies. Up 
until 2 years ago, he had no political party. He said he was above 
parties, but he has found it expedient now to have a party, called the 
Liberal Party, which is running over 300 candidates for the Assembly. 
The opposition is not very strong. There is a democratic National 
Party, and then there are the independents. A good many people 
who are against Rhee do run as independents. 

Chairman Cuirerrievp. Mr. Vorys, will you yield to Mrs. Kelly? 

Mr. Vorys. Yes. 

Mrs. Kexty. I want to change the subject, however. 

Are the plans in this program providing for a divided Korea or 
united Korea ? 

Mr. Moyer. It is for a divided Korea. 

Mrs. Ketuy. What are the contributions of the others in the United 
Nations to the UNKRA program ? 


STATEMENT OF GRAHAM R. HALL, SPECIAL ASSISTANT TO THE 
ASSISTANT SECRETARY FOR UNITED NATIONS AFFAIRS, DE- 
PARTMENT OF STATE, AND DEPUTY UNITED STATES REPRE- 
SENTATIVE ON THE ADVISORY COMMITTEE TO THE AGENT 
GENERAL OF UNKRA 


Mr. Hauu. There are 32 other governments which have contributed 
$32.17 million as of today. 
Mrs. Kexty. As against our 


Mr. Hau. As against our $65.75 million. That represents a ratio 
as of today of 67 percent from the United States, and 33 percent from 
other governments. It will shortly be restored to the 65 ratio, in our 
anticipation, by contributions expected from other governments. 

Would you care to have me read the entire table or submit it for 
the record? We have the contribution for each of the governments. 

Mrs. Ketxiy. Don’t bother to read the entire table, but give us the 
contributions of Great Britain and a few of the other top contributors. 

Mr. Haru. Next to the United States, the United Kingdom 
is the next largest, and its contribution to date, is $15.5 million, plus 
a recent contribution of $1.4 million, making a total of $16.9 million. 

The next in size is Canada, $6.9 million. Would you care t6 have 
me go further down, Mrs. Kelly ? 

Mrs. Ketiy. Has Russia made any? 

Mr. Hau. No, Russia has not contributed or participated in any 
way, nor has any Soviet satellite country. 

Mrs. Kewry. Veanen? 

Mr. Haut. France has recently contributed $142,857. France has 
said the strain on her fiscal budget involved in the Indochina situa- 
tion does not permit her to make a larger contribution at this time. 

Mrs. Keir. Could we have that complete breakdown for the record, 
Mr. Chairman? 

Chairman CuirerFreLp. Without objection, it is so ordered. 
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(The information requested is as follows :) 
United NATIONS KOREAN RECONSTRUCTION AGENCY 


TABLE VI.—Statement of government pledges and contributions to UNKRA as of 
Apr. 30, 1954 


{Expressed in terms of United States dollars] 


Total Balance out- 


Country Pledge received | standing 


Argentina onion lialiccdthamen 7 $500, 000 $500, 000 neal 
Australia __- . : ae weet 4, 002,710 | 2, 450, 733 $1, 551, 977 
Burma pxatinine 7 Pee + 3 aaokell 49, 934 49, 934 |__. 
Canada. _.-._. ane ‘i . “ nai’ a — 6, 904, 762 6, 904, 762 
Chile___ eet 250, 000 | Iii os 
Denmark... __--_-- ; wnsle o piphcmre wate dette AAO. Seton coe 860, 000 
SND SROUTIING cia cidin') ocpidakab oes Baspreesss | 10, 000 |_. 
Egypt. ; anaes 

El Salvador ----- a 

Ethiopia......---- 


} 


Honduras.._- 

Indonesia__- 

el ete as ae 
i) — Z 
Liberia _._._._- 
Luxembourg 

Netherlands. _____- 

New Zealand _-. 
a 
Panama. -. 

Paraguay 

Saudi Arabia 

Sweden m anal 
United Kingdom of Great Britain and Northern Ireland 
United States of America. __ 
Venezuela Sea! 





70, 000 





— 


Path, .0-.--- ’ 96, 467, 639 111, 151, 330 
i aaecienntaietttinia dihadaee ticadieaitchnsiasntis eiciastbabapemasiaineettaaes 


Nonmember states: 
Austria __. 
«Eee pees es 
Monaco._._..._.-- 
Switzerland ___.......... 
Viet-Nam 


1, 449, 811 1, 449, 811 


~ 209,068,780 | 97,917,450 | 111, 151, 330 














Mrs. Ketxy. I have several other questions. May I continue now? 

Chairman Currerrie.p. We will permit Mr. Vorys to complete his 
questioning and then we will go around the table for questioning. 

Mr. Vorys. I had a couple of questions on contributions. 

On page 6, you have a table covering CRIK, UNKRA, and FOA, 
which I understand is the fiscal year 1954 table. 

Mrs. Boron. It is the sixth page of Dr. Moyer’s statement. 

Mr. Vorys. Now, looking in the big book at page 4, one of the things 
that we have asked repeatedly in the presentation here is, “What have 
you spent, what do you intend to do with the money you haven’t spent, 
and why do you need some new money ¢” 

The item that I can identify here I find on page 5 of the big book: 

Relief and rehailitation, Korea, executive, $200 million available for expendi- 
tures. Actual expenditures from July 1, 1953, to January 31, 1954: $7.3 million. 


Estimated from February 1 to June 30, 1954: $32.7 million. Estimated expendi- 
tures for fiscal year 1954, $40 million. Unexpended balance, $160 million. 


Therefore, as I figure these items, if your figures have been prepared 
the way we wanted them and the way the military are presenting 
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them throughout the mutual defense part of this, on page 6, “(C) 
FOA,” we would have $40 million, or 20 percent that is expected to 
he spent by next July out of $200 million. 

Is that correct ? 

Mr. Moyer. For expenditures 

Mr. Vorys. Twenty percent out of the $200 million. 

Mr. Moyer. That is correct for expenditures, which means money 
actually paid over. 

Mr. Vorys. That is what I want to know, and the committee has 
wanted to know each time. 

Now, I find on page 9 of your statement, a very encouraging para- 
graph: “Certain concrete accomplishments have been achineea and 
they are listed. That is something you did, and you did that not with 
future obligations but with money you spent. That is pretty fine. 
But if that was done with the expenditure of $7,300,000 up to January 
31, and a proportionate share of $32 million since then, and you’ve 
got $160 million left over, then that doesn’t present very convincing 
evidence for the enormous request for next year. 

Mr. Moyer. But may I call attention to the first sentence in that 
paragraph : 





Certain concrete accomplishments have been achieved as a result of the initial 
impact of this program added to the more substantial impact of the CRIK and 
UNKRA programs of the previous fiscal year. 

In other words, these results are more from the 1953 program than 
from that for 1954, as I have here stated. 

Mr. Vorys. Another thing we always like to get, and I think we 
have it here in the big book or some place—we have spent about $1,400 
million, not in the war end of it but on economic aid to Korea; isn’t 
that correct ? 

Mr. Moyer. That is from the end of World War II, including all 
types, until the present. 

Mr. Vorys. And while a lot of that was battered up, I would imag- 
ine, during the war, yet as you say there have been pretty substantial 
CRIK and UNKRA programs prior to what we have done since last 
July. Is that not correct? 

Mr. Moyer. The CRIK program has been from the beginning a re- 
lief type of program. It doesn’t add to the productive capacity of the 
country. What was done was to build up productive facilities prior 
to invasion by the North Koreans, was wiped out in the fighting that 
followed. New facilities construction, of course, could not begin until 
hostilities had ceased. 

Mrs. Ketxiy. Will the gentleman yield? 

Mr. Vorys. Just one more question, which I think other members 
would want to follow up: What is the policy explanation for our hav- 
ing a separate program of a couple of hundred million dollars in ad- 
dition to the UNKRA one? Having done 90 percent of the fighting, 
why do we furnish 67 percent of UNKRA and then in addition to that 
have a $200 million separate program of our own ¢ 

Mr. Moyer. I would be very glad to comment on that. First of all, 
the undertaking in Korea has been a United Nations undertaking, 
and there seemed to be international political advantages in having 
the United Nations continue an interest in this phase of the activities. 

The second advantage is that although the contributions made by 
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other countries have amounted to only about half of the United States, 
their contributions nevertheless constitute a significant additional 
source of funds for Korean reconstruction. 

A third advantage is that it is sometimes possible through the 
United Nations to get certain types of personnel and get them more 
easily for certain kinds of activity than they can be gotten from the 
United States. As I see it those would be the advantages. 

Mr. Vorys. That is an explanation of why we are in UNKRA. I 
happen to think that, since we fought 90 percent of the war, that the 
United Nations should do the whole thing on rehabilitation. You ex- 
plained why we do something through UNKRA, but now will you 
explain why we do this program that is a good bit bigger than the en- 
tire UNKRA program, separately, ourselves? 

Mr. Moyer. Your point is that it should all go through UNKRA? 

Mr. Vorys. I am just trying to get somebody to explain why do we, 
in addition to contributing to the United Nations rehabilitation effort, 
have a $200 million effort that is bigger than the entire United Na- 
tions effort, that is solely our own ? 

Mr. Moyer. I would be very glad to give my answer to that. First 
of all, if we wanted to do it all through the United Nations immediately 
that would greatly distort the ratio of contribution. 

Mr. Vorys. No; it wouldn’t. 

Mr. Moyer. Only if we assume that the other countries would bring 
their contributions up to the amount necessary to maintain the ratio. 
That is, otherwise the program would be reduced to the size that could 
be achieved by our contribution, plus the other nations’ contribution. 

Mr. Vorys. That is right. 

Mr. Moyer. Coming to the reason why I think we are justified in 
going ahead with a program of this size, there are two points: First 
of all, we are buying two things with this program. We are buying 
the rehabilitation of Korea. And, we are buying support for Korean 
troops. Neither of those can be accomplished without, we think, aid 
of about this magnitude to the Republic of Korea. The second point 
is, do we want to do these things? Do we want to help with the 
rehabilitation of Korea, do we want to buy the assistance these troops 
can give—this isn’t my field, but I think we do. We have spent 
billions to prevent the takeover of Korea by the Communists and unless 
we help the Republic of Korea in these ways it will be taken over 
without war. In my judgment, that is not in our interest. 

Mr. Jupp. Will the gentleman yield ? 

Mr. Vorys. I yield. 

Mr. Jupp. A further fact is that the President of the United States 
promised them if they would agree to the truce we would give them 
up to $1 billion of assistance in rehabilitating the country. We didn’t 
say we would give it to the United Nations. That was one of the prices 
we paid for getting our boys out of the war there. 

Mr. Vorys. If that is correct, I think it would be helpful if we 
could get that explanation from the witness, as well as from Mr. 
Judd. 

Mr. Drumrient. Actually, we have a United Nations commander 
there who has overall supervision of this program, in any case, and he 
has his coordinator who reports to him. So, it is, in essence, a United 
Nations effort. 
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The difference is that the other countries apparently do not have 
the resources, or are unwilling to contribute adequate amounts to make 
it a complete U. N. effort. We have to ask the United States Govern- 
ment to finance much of the greater part of this effort. 

As I said in my opening statement, the United States policy in sup- 
porting UNKR A has been that just as the fighting in Korea was a 
collective United Nations action, so there should be, to the extent that 
it is feasible, collective United Nations action in assisting in relief and 
rehabilitation of war d: amage in Korea. By so doing, we preserve the 
symbol of unity of the free countries and also diminish the burden 
somewhat which may have to be borne by the United States. In 
short, the UNKRA program is a symbol. 

Mrs. Bouron. Would you feel that if we put that $300 million 
through the United Nations that the unbalance would be a very bad 
thing ¢ 

Mr. Drumrient. | think the question is whether such a large sum 
could be properly administered. 

Mrs. Bouron. Then your answer to Mr. Vorys’ question would be, 
the reason we have the money outside of the U. N. is that we want to 
administer it because we think it is done better ? 

Chairman Cuirverrtevp. Mrs. Kelly 

Mrs. Ketuy. As I understand it, this United States contribution is 
more or less for defense support of the troops, is that correct, and a 
buildup, and the other is for reconstruction of the whole of Korea, if 
possible, and if not, half. 

Mr. Drumricut. The program will aid in supporting the economy 
of the Republic of Korea. 

Mrs. Ketity. What is the status and combat readiness of the ROK 


troops at this time ¢ 


STATEMENT OF LT. COL. H. D. DODGE, G-3, DEPARTMENT OF THE 
ARMY 





Colonel Doner. At the present time there is a substantial expansion 
and training program in Korea which will increase present strength 
by a subst: antial number of combat divisions, with appropriate higher 
command elements and the idea is to develop this force so that it can 
defend Korea. 

Mrs. Keniy. That is the hoped-for plan. What is the combat read- 
iness of it ¢ 

Colonel Dover. I think with the report of the Eighth Army—— 

Mrs. Ketxy. Let’s leave the Eighth Army out. 

Colonel Dover. I don’t know whether I can give a concrete answer 
on that or not, Mrs. Kelly, because we are now trying to build up, to 
rehabilitate and revitalize the Korean Army. We are doing that in 
two ways. The Eighth Army is currently training a goodly number 
of Koreans in Korea, and we are bringing to the United States a sub- 
stantial number of Korean officers a year and training them in our 
schools here. 

Now, what the target date is for actually having these [security de- 
letion | divisions combat-ready, I can’t say. 

Mrs. Ketiy. About a year, if I recollect, before the truce was in ef- 
fect, we had all ROK troops on the frontline, is that correct? 
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Colonel Doper. Yes, ma’am ; of course, with ours backing them up, 
yes, ma’am. 

(Discussion off the record.) 

Mrs. Ketity. How much have we built this up since the truce? 

Colonel Doper. I couldn’t give you a figure, ma’am, but we are con- 
tinually building. It is a slow process, because we had to start with 
very little. 

Mrs. Ketiy. Could we get a breakdown of our setup, compared to 
our intelligence on the other side of the line ? 

Mr. Vorys. I am looking in our secret book, and I find there the 
value of military-assistance programs. 

(Discussion off the record.) 


STATEMENT OF JOHN E. MURPHY, CONTROLLER, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Murpuy. The figures you are looking at in the book there are 
strictly the portion of the military-assistance program in Korea which 
was financed under the Mutual Defense Assistance Act, and the [secu- 
rity deletion] figure for fiscal year 1955 was the item that Dr. Moyer 
referred to as being limited to training of Korean officers in the 
United States in 1955. 

The bulk of the military assistance supplied to the Korean services 
during the war and continuing at present is financed from Department 
of Defense appropriations. 

(Discussion off the record.) 

Mr. Drumricut. General Van Fleet is now on his way to Korea to 
make a thorough study of the whole military requirement, and he is 
charged with the mission of reporting back here his recommendations 
on what should be done. 

T am not a military man, but, in my opinion, the Korean Army is a 
very good one, and very effective, and it is really the most effective 
non-Communist or anti-Communist military force that exists in the 
whole Far East today. 

Mrs. Ketiy. Have the Turks and the others left their troops over 
there ¢ 

Mr. Drumricut. Yes; they are still there. [Security deletion. ] 

Mrs. Ketiy. Are we going ahead with this plan for reconstruction 
until we find out what is going to happen ? 

Mr. Drumricur. Yes; we certainly are. 

Mrs. Ketiy. We are going ahead? 

Mr. Drumricut. We are going ahead. 


STATEMENT OF MAJ. GEN. W. F. MARQUAT, CHIEF, OFFICE OF CIVIL 
AFFAIRS AND MILITARY GOVERNMENT, DEPARTMENT OF 
DEFENSE 


General Marquart. Mrs. Kelly, the question you asked as to the com- 
bat efficiency, now, I know that you recognize that, unit by unit, the 
combat efficiency would vary. Their basic force, which, as Mr. Drum- 
right has indicated, is one of the oriental armies that has had combat 
experience against Communist forces, is good. It has battled them, it 
has been trained under our armies, it has Fought with our armies. The 
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residual increment of this buildup is, as you know, contemplated upon 
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permitting us to relieve our forces. 

(Discussion off the record. ) 

General Marquart. Now, as to this whole program, and the reason 
for this economic-aid program, you will remember that up to about 
1952 the only input of economic assistance to Korea was for the pre- 
vention of disease and unrest, which would develop chaos inimical to 
our military interests. 

It was recognized later that the nation can’t be held at a mere 
subsistence level continuously. As the war was prolonged, it became 
more and more evident that the building up of their economic vitality 
would be to our interests. They had people there who were capable 
of developing an increase in their gross national product to permit 
them to take over more of the load. Otherwise, by maintaining them 
only on a subsistence level, their economy became continuously de- 
vitalized and the cost to us was increased. , 

About 2 years ago the President, recognizing the need for rehabili- 
tating the economy, sent a mission there. The Meyer mission was 
sent to develop a formula compensating for the inflationary impact 
of our own operation. Later, Mr. Tasca was sent to determine the 
need for economic support of the economy, and to recommend means 
for achieving it. 

The resulting program serves two purposes. It strengthens the 
economy to permit it to assume a greater portion of the load of main- 
taining both its military and economic requirements. The new pro- 
gram is not just to prevent disease and unrest, I repeat, but an eco- 
nomic buildup which will permit them to develop gross national 
product which will enable them to take over more of the costs of their 
operations. 

The second thing it does—perhaps I should say the second thing it 
is intended to do and will do—is to check inflation. Now, it is appar- 
ent that as our input of funds into the support of the defense of Korea 
increases, we will ultimately have to pay for the maintenance of our 
forces that are there, and operate under a civil affairs or administra- 
tive agreement, and we will also have annual costs of maintaining 
our troops in the Korean economy. 

So, as the inflation is checked, the value of our dollar increases and 
we get more for our dollar. I think that that is a double benefit which 
cannot be neglected in the contemplation of this program. 

(Discussion off the record.) 

General Marquart. The current and planned programs speed u 
their ability to take over from us and relieve us of responsibility. It 
makes them continuously stronger to handle their own economic and 
their military problems, 

Now, I do not infer that that can be done by a miracle. It is a 
progressive problem which must be met by the input of funds. 

Mr. Carnanan. Would the gentlewoman yield ? 

Chairman CurrerrreLp. May I ask 1 question, and make 1 statement 
before I recognize you, Mr. Carnahan—no matter what the President 
promises, that is not a commitment until the Congress acts. I think 
everybody understands that. 

General Marquart. I merely said he had the situation investigated 
in order to recommend to the Congress how the situation should be 
handled. He didn’t promise anything, as I understand it. 
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Chairman Currerrrep. This is my question: Under the terms of 
the armistice agreement, are we limited in our buildup insofar as new 
divisions are concerned? Do we more or less have to maintain the 
status quo as of the time the armistice agreement was signed, that is 
to say, July 27, 1953? 

Mr. Dromricur. My understanding is that it does not affect the 
domestic or internal buildup. 

(Discussion off the record.) 

Chairman CurperrtevpD. Mr. Carnahan 

Mr. Carnanan. General, the economy of Korea, of course, is not 
capable of supporting the number of divisions planned at this time. 

General Marquart. Probably at no time. 

Mr. Carnanan. That was going to be my next question. Is it 
possible to build up the economy of Korea so that it could support that 
number of divisions? 

(Discussion off uhe record.) 

Mr. Carnanan. What was the reasoning which prompted arriving 
at the planned number of divisions? 

General Marquart. I think it is a military decision as to what the 
requirement would be to prevent Korea from being overrun pending 
the arrival at a political settlement. 

Mr. Carnanan. But it is the hope that in the future, so many divi- 
sions would not be needed ? 

(Discussion off the record. ) 

Mr. Carnauan. But it is the hope that eventually a balance will be 
arrived at whereby the Korean economy can, within itself, support the 
balance between the civilian expenditures and a military force? 

(Discussion off the record.) 

Mr. Carnanan. Is there any guess as to how long it may take to 
achieve that goal? 

General Marquart. I don’t think so, sir. I think we must recognize 
that this program of economic rehabilitation has not gotten into full 
gear yet. You spoke of certain carryovers of funds. The reason for 
that is that there is a tremendous time lag between the obligation of 
funds and the input of supplies and commodities, 

Obviously, if it were possible to get more consumer goods into 
Korea which would support a higher circulation of money to main- 
tain its military forces, they would get more taxes and everything 
that normally result from a noninflationary increase in money supply, 
and the attainment of the objective would be speeded up. If, how- 
ever, there are delays and the commodities cannot be gotten in there 
quickly enough, it would be retarded. We have to meet the immediate 
situation of the current requirement and the ultimate objective of how 
we are going to leave Korea. 

Mr. Carnanan. Approximately what percentage of defense expense 
is at the present time being borne by Korea? 

General Marquart. About 19 percent of its gross national product 
goes to military expense. Seventy percent of its budget in the 1955 
estimated budget is for military expenses. 

Mr. Carnanan. How does the total Korean budget compare in size 
to the foreign assistance going into Korea at the present time ? 

General Marquart. I don’t know exactly. When I speak of gross 
national product, gross national product includes the input of foreign 
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aid. I think we, ourselves, have about 14 percent of gross national 
product in military expenditures. 
Mr. Carnanan. What I am asking about, what percentage of the 
total overall budget being spent in Korea for all purposes is being 
borne by Korea? 
General Marquart. There is an 87 billion hwan budget—see if I am 
correct—borne by the Koreans, and a 52 billion hwan deficit resulting 
from the combined inflation and effect of the military operations. 
Fifty-two billion hwan is approximately 260 million United States 
dollars. 
Mr. Carnanwan. They are spending how much or they are contrib- 
uting how much? If the deficit is 52, what is Korea putting in? 
General Marquart. I don’t know whether there is any actual figure 
as to what they are putting in. The program is in progress and they 
are spending their foreign exchange in an import program for both 
consumer goods and capital installations. 
Mr. Murruy. On page 405 on the lower righthand side, there are 
figures on the central government finances of Korea and it shows, 
in terms of millions of United States dollars, revenue expectations 
for 1953, of $145.5 million, with expenditures of $396.7 million, and 
a total deficit of $251.2 million. That is their overall budget situa- 
tion as shown on page 405. 
(Discussion off the record.) 
Mr. Carnanan. We can look forward for several years to a con- 
tinuing need for an economic assistance program for Korea? 
General Marquart. Yes. I think it is difficult to separate the eco- 
nomic and the military because the whole thing is really a defense- 
support program plus, of course, what we do recognize as a growing 
inflation which must be met in the interests of the value of our dollar. 
But to the extent that they expend all of the revenues they have to 
meet their total problem, the remainder obviously must be met as a 
defense support solution up to the extent you gentlemen see fit to do so. 
Mr. CarnaHan. At any rate, we are dealing with the problem where 
we feel we need a military force greater than the local economy can 
supply # 

yeneral Marquart. Yes, sir: that is the problem. This is an ex- 
tremely deficit economy and we have a military load which is one 
which would require an economic vitality far above anything that can 
be reached from the resources presently in Korea, so we must develop 
much more in terms of gross national product within South Korea. 

Now, we are also faced with the problem that we now have South 
Korea as a separate entity, and there again we must be realistic enough 
to know that we are just meeting the problem as it now exists and 
making projections as to what will happen in the future until the 
political issues are settled. 

Mr. Carnanan. Thank you, Mr. Chairman. 

Chairman CurperrieLp. Are there further questions? 

Mr. Jupp. Yes. 

Chairman Cutperrietp. Mr. Judd—— 

Mr. Jupp. I would like to have confirmation or denial of what I 
stated awhile ago as one of the reasons for this separate program of 
approximately $230 million aid. Isn’t that roughly on the basis of 
about a fourth of what the President, as I understand, promised Mr. 
Rhee that we would provide for rehabilitation of the country, as one 
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of the conditions of his agreeing to a truce/ You weren’t in the 
Department at that time but that is what Walter Robertson told us, 
as I recall. 

Mr. Drumricur. I would have to check on that. 

Mr. Jupp. Is not that the memory of the committee when Secretary 
Robertson came before us? 

Mr. Vorys. We have about 20 people here from the various offices 
and you would think some of them would know about it. 

Mr. Drumricur. My assistant, Mr. Parelman says that is true. 

Mr. Jupp. He said Mr. Rhee wanted four things. He wanted a mu- 
tual security pact, which we agreed to give. He wanted this money 
for rehabilitation, and the figure estimated was $1 billion. He wanted 
assurance that the anti-Communist prisoners of war would not be 
sent back to the Communists, and he wanted an agreement that if, in 
90 days of a political conference no settlement was possible, the United 
States would resume the war. As I recall, Mr. Robertson said we 
quickly agreed to the first three, and half of the fourth one. We 
couldn’t agree to resume the war but we agreed that if it was clear 
after 90 days that the Communists were not negotiating in good faith, 
we would not allow them to drag out the political conference indefi- 
nitely. That is how the negotiations got back on the track, is that not 
right ? 

Mr. Paretman. Yes, sir. 

Mr. Jupp. The President was as anxious as our chairman to get 
the boys out of Korea and that is one of the prices we paid for it. 
He had to accede to this or continue the war or see Korea go over 
to the enemy, is that not a fact? 

Mr. Drumricur. Yes, sir. 


We do hope to reduce our forces in the course of time, conditions 
permitting out there, and that is an aspect of the economy we have 
to take into consideration. 

Mr. Jupp. I have a question about your statement on page 6, with 
respect to capital investment. 

in your second sentence you say : 


In the use of FOA funds a lag has occurred in the investment phases, for 
which only about 25 percent of the amount programed has so far been obligated. 

What are the main reasons for that lag? 

Mr. Moyer. First is the delay in negotiations. We were not pre- 
pared to go ahead with anything as big as this until we had a basic 
agreement with the Koreans which finally was signed in December 
1953. A second basic reason, it simply takes time to develop a clear 
understanding as to what is required and to work out the specific 
details. 

Since that time, a lot of progress has been made. Particularly 
when Governor Stassen and his party were in Korea, it was quite 
obvious, as your committee reported, that involved here was not only 
economics but also politics and psychology—that capital investment 
was an extremely important part of the psychology in the situation. 
At that time the Governor agreed with those concerned that we should 

ush as rapidly as possible, particularly along two lines, for the 

ertilizer plant and for power. Steps were taken then and have been 
pushed consistently and hard since, so that we expect to have some- 
thing quite firm on these two large items before long. 
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Mr. Jupp. Now, at the bottom of page 11 you say in the last 2 
sentences : 


Funds for capital investment in such categories as transportation, power, and 
industry are substantial but total somewhat less. 


That is fiscal year 1954 funds. You are assuming the 1954 un- 
obligated funds will be carried over, is that right ? 

Mr. Moyer. Yes, sir. 

Mr. Jupp. While you are going more rapidly now, you think what 
is being caried over plus a decreased amount for the new fiscal year 
will be adequate in line with your last sentence, that, to go beyond that 
general total of the 2 years, would aggravate inflationary pressures, 
is that your attitude? 

Mr. Moyer. Yes; but I would like to emphasize that we expect to 
obligate practically the total amount within 1954. 

Mr. Jupp. But having obligated that, it will be spent in the fol- 
lowing year, and you feel that you don’t need as high a level of new 
appropriation for the following year for capital investments as you 
had this last year ? 

Mr. Moyer. That is right. We may have some disagreement with 
the Government of Korea as time goes on but at the time these esti- 
mates were made, with the inflationary problem so serious, we felt 
we had to make adequate provision to guard against it. 

It might be that the inflationary danger will not materialize. But 
the main point is the one that you have mentioned to go beyond the 
proposed figure would unduly aggravate inflationary pressures. 

Mr. Jupp. The Koreans have almost an obsession that under the 
guise of preventing inflation we are putting our capital investments 
into Japan, and building up productive capacities there which tend to 
make Korea more and more dependent upon Japan. They want to 
be self-supporting so that they aren’t dependent upon Japan. They 
have this further fear as they see us putting our money into plants 
in Japan, but into consumer goods in Korea, that Korea may be 
considered somewhat expendable by us. In short, they fear that we 
may make a deal. We are going to hang onto Japan no matter what 
comes, but as for Korea, we might make a deal at their expense. So 
we don’t want to invest our money there because we might lose it. 

As you know that fear is present down deep in the mind of almost 
every Korean leader. 

Mr. Moyer. That is why we pressed so vigorously for action on 
capital investment projects beginning early in this year. 

Mr. Jupp. I assume the only way you could overcome it would be to 
have more money so that you have the same amount for consumer 
goods and still be able to put more into capital investment without 
upsetting the balance. 

Mr. Moyer. That is correct, but we do believe, if we can get some 
of these larger items underway, that Mr. Rhee will feel ha pier about 
this situation and it will be much easier to come to an understanding 
with him. 

Mr. Jupp. In Japan they told us one of the major factors in the 
economy was that our GI’s and their families were spending about 
$1 million a day, plus our Government expenditures. 

Do you have any comparable figure on the amount being spent by 
our Armed Forces in Korea ? 
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Mr. Moyer. I haven’t. General Marquat, do you have such a 
figure ¢ 

General Marquart. No; I haven't. 

Mr. Jupp. Those funds, if spent for consumer goods that are already 
in short supply, would only aggravate the inflation in Korea, whereas 
in Japan it helps the economy because they don’t have such a great 
shortage of consumer goods and they can produce them in their own 
factories. Is that not right? 

Mr. Moyer. That is correct. 

General Marquart. We do pay about $4 million a month for services 
and supplies for our activity. That, of course, is a type of invisible 
export income, and if they use those dollars it will be counterinfla- 
tionary. 

Mr. Jupp. That isGovernment expenditure. They told us in Japan 
that apart from Government expenditures, the GI’s spent for groceries, 
for souvenirs, and trips to the resorts and so forth, out of their own 
income, about $1 million per day. I wondered if you had a figure 
comparable to that for Korea. 

General Marquat. We draw a certain amount of money from the 
Bank of Korea, we pay dollars for it, and then we sell that to the troops, 
so it is all a single transacticn, as a matter of fact, in Korea. 

Mr. Jupp. That is not within your $4 million a month, is it? 

General Marquart. I understand it is. 

Mr. Jupp. I am surprised at that. We have as many forces in 
Korea as in Japan, do we not? 

Mr. Drumricutr. Far more. 

Mr. Vorys. Will the gentleman yield? 

Mr. Jupp. Yes. 

Mr. Vorys. The committee received a statement on that this morn- 
ing headed, “United States Defense Expenditures Entering Interna- 
tional Balance of Payments.” For Japan it was $735.7 million, but 
although a lot of countries are listed there is nothing listed for Korea, 
although it says at the bottom, “All others, $271 million this year,” 
and I presume Korea is in that. 

Mr. Jupp. Maybe it is because the GI’s in Korea don’t have their 
wives along, and there is not so much to buy. 

Mr. Moyer. That is right. It is estimated that about $700,000 per 
month is spent through the GT's. 

Mr. Jupp. As against a million dollars a day in Japan. 

Chairman Cureerrretp. Mr. Zablocki. 

Mr. Zastockt. When Dr. Judd was speaking about the $230 million 
for relief and rehabilitation for Korea, did I understand correctly 
that you said, Mr. Drumright, the President had promised Rhee this 
amount of money, and in effect had committed the United States to 
$230 million before Congress authorized it? 

Mr. Droumricut. May I interrupt there: Last year, the Secretar 
of State, Mr. Dulles, had to go to Korea to engage in discussions wit 
President Rhee in regard to the armistice and the negotiations we were 
to hold with the other side, and while they were there, they negotiated 
and reached a common position which was epitomized in a joint 
statement issued by the Secretary of State and President Rhee, under 
date of August 7, 1953. One paragraph of that reads as follows: 


We contemplate that the projected 3- to 4-year program for the rehabilitation 
of the war-ruined Korean economy shall be coordinated through the combined 
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economic board under the joint chairmanship of the Korean and American repre- 
sentatives. This program contemplates the expenditure of approximately $1 
billion of funds, subject to appropriations thereof by the United States Congress. 
$200 million has already been authorized out of prospective defense savings— 
which came about as a result of the stopping of the war or the 
hostilities. 

Mr. Zasvocki. I want to make it very clear, Mr. Chairman, that I 
am not in opposition but I question the propriety. 

I would like to ask you, Mr. Chairman, was this committee or the 
Congress consulted and was advice sought by the administration prior 
to making such a commitment ? 

Mr. Jupp. Yes, it was discussed. We were down at the State De- 
partment on a Saturday morning-—one of several Saturday morn- 
ings—Mr. Lanham and Mr. Richards were there—and Mr. Dulles 
discussed it. He said, “We have about four possibilities in Korea 
We can do so and so, or we can do this, or that, or the other.” 

Mr. Lanuam. We were consulted for weeks during that period. 

Mr. Jupp. The Far East Subcommittee of this committee was called 
down there and they discussed it with us before Mr. Dulles went to 
Korea and Senators were there of both parties. Senator George and 
soon. They discussed the various courses that it seemed to the Mem- 
bers of Congress that it would be the advisable ones for the representa- 
tives to take. Then Mr. Robertson came back to this room and reported 
to the full committee. 

Mr. Zasiocki. I may be in error but I thought that much of the 
funds were expected to come out under the transferability clause. 
However, I am very happy to stand corrected. 

Mr. Jupp. I used the word “promised,” which was a mistake. Inthe 
negotiations with Syngman Rhee, it was agreed that the administra- 
tion would recommend a contribution of approximately that amount. 
Getting the hostilities stopped in the long run saved a great deal more 
than that, plus the lives. 

Mr. Zaniockt. We have to agree there are instances where we can- 
not bind the administration in dealing with certain situations and 
this is a very excellent example of where we have to give some discre- 
tion to the President. 

Mr. Jupp. That is right. We always did. 

Mr. Zasiocki. But in the past, some of us were prone to criticize. 

Mr. Jupp. It depends on whether the discretion was used wisely 
or not. 

Chairman Cutrrrrirerp. Mrs. Bolton. 

Mrs. Bouron. What is the situation in Korea relative to the sale 
of legitimate or illegitimate narcotics to our troops, and have we been 
subject ted there to the kind of thing we are being subjected to here, 
by the Communist Chinese and others, where they are really flooding 
the illegitimate market with narcotics? 

Mr. Drumricur. I have seen no reports on that, Mrs. Bolton, but 
based on my own experience in Korea, of about 3 years, I got the 
impression that there is very little of a narcotics problem i in Korea. 

Mrs. Bouron. That is fortunate because there is so much of the 
social-hygiene problem that is very difficult to handle. I am vice 
president of our Social Hygiene Association and when our man came 
back from having gone over there at the request of the Army, I think, 
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his report was exceedingly interesting and I wish that it could be given 
more publicity than is probably wise. 

Mr. Drumrient. IT will undertake to check to see whether we have 
any information. 

Mrs. Boiron. I would like to see if there is an involvement of that 
also. It is an involvement in many parts of the world, and it is here, 
so definitely a part of their program. 

Chairman CrrrerrtetD. Mrs. Bolton, would you bring up out of 
order the report on the United Nations by yourself and Mr. Richards? 

Mrs. Bouron. May I do that, Mr. Chairman / 

Chairman Cuiperrretp. Yes. 

Mrs. Boron. I would like to move that the report submitted in 
committee-print form by Mr. Richards and myself be filed as a House 
report. This report which deals with our services as delegates to 
the United Nations General Assembly contains the usual disclaimer 
showing that the views and comments it contains do not necessarily 
reflect the views of the committee. 

We would like exceedingly to get it into print and get it circulated. 

Chairman CxurperFieLp. Without objection, it is so ordered. 

Mrs. Botron. Thank you. 

Mr. Chairman, I would like to move that the report of the Special 
Study Mission to Southeast Asia and the Pacific have the same treat- 
ment, simply waiting until the language is smoothed out. 

Chairman Currerriecp. Whatever the subcommittee would like to 
have done under those circumstances is agreeable. 

Mrs. Bouton. I call the attention of the committee and possibly our 
many helpers, to the notice in the paper this morning that India has 
signed an agreement with China, on Tibet, and that it very much re- 
stricts the Indian passage through and dealings with Tibet. My own 
reaction to it is that it is the first step toward the communization of 
India. I think it would be advisable if we were all exceedingly alert 
to it. I think it might have something to do with our considerations 
of India here. 

Chairman Curreerrretp. Mrs. Bolton, we talked it over this morn- 
ing and we are going to have our Ambassador to India on Tuesday. 
We have also arranged to give such time as is needed and continue 
on into Wednesday, if necessary, until the subject is completely cov- 
ered. 

Are there any further questions? 

Mr. Moyer. Mr. Chairman, might I refer back to a question which 
Congressman Vorys raised, which I think perhaps ought to be clari- 
fied a bit: He referred properly to the expenditure figure. That 
is one of the significant figures. I am speaking now of that table 
which appears on page 6 of the presentation that I made. We think 
also that the obligation figure is an extremely significant one. When 
funds are obligated, of course, it takes a certain time before the 
process results in an order and the money is paid out, but unless you 
continue to obligate, there comes a time when there is a lag in de- 
liveries; so for purposes of estimating need, we think that the ob- 
ligation figure is one which figures ae and that is why we 
have paid so much attention to it in this document. 

Mr. Vorys. Mr. Chairman, could I ask a question: Do you have the 
expenditure figures on (A) and (B) on page 6% How much did 
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CRIK actually spend or how much are they going to spend in fiscal 
year 1954, out of the $44.8 million ? 

Mr. Moyer. Can you answer, General ? 

General Marquart. The 1954 CRIK appropriation, sir, was $80.6 
million. I mean the funds available were $80.6 million, including a 
$22.6 million carryover. The gross expenditures as of the 3lst of 
March, 1954, including the $15 million that was taken out for the 
Armed Forces assistance program operated by the 8th Army was 
$62,233,775. 

Mr. Vorys. Then, does $62 million compare with the obligation 
item of $44.8 million ? 

General Marquart. We had a carryover of $22.6 million, with an 
$80.6 million availability of funds. 

Mr. Vorys. Dr. Moyer’s statement says, “progress in the utiliza- 
tion of the above funds,” and I thought that the special funds of $15 
million had been referred to, so I thought that this little table on page 
6 of Dr. Moyer’s statement was to be a progress report in utilization 
of funds. 

If in one instance we get down to “obligated” and we find that 20 
percent of the obligated has been spent, but in another case we find 
over 100 percent of obligated has been spent, that is a little hard for 
me to follow. 

General Marquart. I think, sir, the carryover is the answer. The 
CRIK legislation permits the use of the carryover, and the appropria- 
tions committees have always appropriated on the basis of the carry- 
over funds available, so when they appropriated, they appropriated 
$58 million and the unobligated balance was $22.6 million, and that 
constitutes the entire funds available for obligation during the com- 
ing year. Now, the actual appropriation was $58 million. 

Mr. Vorys. This is Dr. Moyer’s speech we were referring to, but no 
doubt there was a little collaboration in the preparation of the figures. 
If we were going to have 3 tables showing, “obligated,” “spent,” and 
“percentage,” would we have for FOA, $98 million obligated of which 
$16 million has been spent, then for CRIK would we have $44.8 
million obligated of which $62 million had been spent ? 

Mr. Murpny. That is correct, sir. The answer, of course, is that 
in any given fiscal year, you pay bills not only from obligations in- 
curred in that fiscal year, but also normally from obligations incurred 
in prior fiscal years, so it is frequently the case that at a given point 
of time in a fiscal year, the expenditures for that fiscal year could 
exceed obligations for the same period of time. 

Now, the figure the general gave on expenditures does include some 
expenditures from the unexpended balance which was obligated, on 
last June 30. 

With respect to the FOA portion, of course the $200 million pro- 
gram—this being the first fiscal year, the obligations and expendi- 
tures both relate to the first $200 million appropriated but next year 
a similar situation may prevail with respect to the FOA portion. 

Mr. Vorys. I am no accountant and I am not endeavoring to get 
into a discussion of accounting, but to a layman, a Congressman who 
wants to know how we are doing, how we are progressing in the 
utilization of United States funds made available for Korea, the 
more I learn about this table here, the less I know, and the more con- 
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fused Iam. As I say, I am not seeking to quarrel or quibble about 
accounting procedures, but Mr. Chairman, could we have a state- 
ment of what has been appropriated up to date for Korea, by the 
United States Congress; what has been spent, and what they intend 
to do with the money that hasn’t been spent? 

Now, we have asked for that for a couple of years for all the pro 
grams. After we get this information then tell us why you need any 
more money. That comes in last. 

(The information requested is as follows :) 


FOREIGN OPERATIONS ADMINISTRATION, 
May 27, 1954. 
Hon. JoHN M. Vorys, 
House of Representatives, 
Washington 25, D.C. 

Dear JoHN: Enclosed is a new table showing the status of total appropriations 
for Korea and the proposed use of the unobligated and unexpended balance 
This has been prepared in response to your letter of May 13, 1954, requesting 
more direct statement for the record concerning appropriations to date for 
Korea. 

Sincerely yours, 
OLEN A. Lioyp, 
Deputy to the Director. 


Economic assistance to Korea—fiscal year 1945-54 
{In millions] 
STATUS OF APPROPRIATIONS AS OF MAR. 81, 1954 
1$1, 244. 


I ace ccistceccclenecing eiteega-e-thn 
* —56. 7 


Transtersed or lapesed__._._.__..._..-...-. 


Net appropriation availability__ 
Obligated and expended through March 31, 1954 $899. 9 
Obligated but not yet expended through March 31, 1954__ * 108.1 


Total obligations through March 31, 1954 (line 4 plus 
line 5) L 


1, 008. 


Unobligated balance April 1, 1954 (line 3 less line 6) _-.-________- 179. 
Unexpended balance April 1, 1954 (line 3 less line 4) _____ 287. : 


PROPOSED USE OF UNOBLIGATED BALANCE 
To cover obligations which will be incurred by U. 8S. Government 
from April 1 to June 30, 1954______-_ ‘ 
Anticipated unobligated balance on July 1, 1954, to be used to 
reduce fiscal year 1955 request___._.-_----~- ecqeeipiee, 


Total unobligated balance April 1, 1954 (line 7) 


PROPOSED USE OF UNEXPENDED BALANCE 


To liquidate unpaid obligations incurred prior to April 1, 1954 
(line 5) 
(13) To liquidate obligations to be incurred from April 1 to June 30, 
1954 (line 9) 
(14) To be used to reduce fiscal year 1955 request (line 10) 


(15) Total unexpended balance April 1, 1954 (line 8) 
1Includes appropriations for government and relief in occupied areas, economic assist- 
ance, civilian relief, relief and rehabilitation, contribution to UNKRA, and portions of 


military appropriations used for civilian relief. 
(Footnote continued at bottom of page 463) 
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Mr. Vorys. For instance, on this term “obligated”—at an appro- 
priate time, I would like a statement from FOA as to what they mean 
by the word “obligated.” We have had a long hassle with the Depart- 
ment of Defense and we found the definition of obligated changed 
enormously during last year’s session. That matter is still not ex- 
hausted with Defense. I happen to believe that the word “obligated,” 
should mean that, since the United States has entered into an obliga- 
tion, either with a private citizen to buy something, or with another 
country to furnish something, obligations should be considered as 
figures that are just the same as spent. 

However, we find, repeatedly—we found last year in Defense, 
and I think we will find in FOA, that “obligation” is merely an office 
term for earmarking funds. Programing is important but it is differ- 
ent from obligation and I think the committee would like to know 
just what js technically meant by the word “obligation.” 

General Marquart. With regard to CRIK, money is obligated when 
contracts are signed so that that money cannot be spent over again. 
Any other funds are considered as available for cancellation even 
though programed, while funds which are obligated, by contractual 
agreements of the United States are considered to be obligations of the 
United States and therefore carried as such. 

That is the way we do it in CRIK. 

Mr. Morpny. Generally speaking, that is the same criteria we use 
in FOA. We consider money obligated when a contract has been con- 
sumated and it would require the consent of the other party—whether 
it be a private contractor or a government—to cancel the commitment. 
They are defined as legally binding obligations of the United States to 
pay out money in consideration of something done by another party. 

Mr. Jupp. You say, “generally speaking.” What would be the 
exception ¢ 
Mr. Mourpny. I would have a difficult time in citing an exception. 
Mr. Jupp. You were just being cautious? 

Mr. Murruy. Yes, sir. 


2 Reflects lapsed portion of appropriation for economic assistance and comparative trans 
fer for fiscal year 1954 relief and rehabilitation administrative expenses. 


* Includes following amounts: 
Total obligated but not yet expended through Mar. 31, 1954_______ $108. 1 



























































Civilian relief supplies (CRIK)-~-~-~- Cee as 81.0 
Baiet! GE PERG n ios. < ctentcttimoamatemnddetdctamanecoe Rabel  - 
ON CO NER SO asia a tneistitedaa tala dieentts aati emmerbitimeenginy (11. 3) 
Steak saidnshe aelaeie ea an eine thie no debe ligh tient as alc abiasabds atti itch astnentnbitins eencrenenes (10. 5) 
Raw materials and semifinished products.._........-.--- ~~ saeiiancatinn (34. 8) 
SE Sa ccnsinciremticeinianipintananwesantcihtpclijuaatetpasicdeedihtasaaeee a 4 0) 
»v) 


ORC ikddewccemimenccmenecwnse nse cctecceemasnn coaweesdoweceoee 


4 Includes following amounts: 
Total unobligated balance Apr. 1, 1954, to be used to cover obliga- 
tions which will be incurred from Apr. 1 to June 30, 1954_____- $168. 7 



















: Civilian relief supplies (CRIK)---...-..--.....-------..--------~-.-~- 35. 8 
{ ES EEA TEI OES FAL SS FE Re ae 107.9 
2 NE EN Ee GN rte entire outed min ereniipesememepeemanreae (17. 9) 
Sliisiiniststhennis eeagttinathininnmenintmem cnn aperemrha ema Re beet 
; Raw materials and semifinished products...........-.....-.- ~~~ (0. 9) 
7 EE RO EE ae a a (82.1) 
j Stine EIS EA NSE ET AED ELAS BETS * SEE EES (7. 0) 
1 I Ce Te iciccnriratiind oinknaes Gina babtbilin’ telemapelbe dnd 15.0 
Dmcreney tell tae teesccntenbneniene risen mabaenent ines names Maer cmereees 10.0 
Amounts for relief and rehabilitation include approximately $30 million for powerplant 






construction and approximately $23 million for a fertilizer plant. 
“— to be reappropriated and applied to the fiscal year 1955 contribution to 
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Mr. Vorys. One other thing, if it is intended to leave the Korean 
matter here: Dr. Moyer said he would present a chart of CRIK, 
UNKRA, KCAC, FOA, and so forth. If it has been seen, I missed it. 

Mr. Moyer. We have it. 

Mr. Vorys. I wondered whether the committee would be interested 
in seeing it. 

Mr. Jupp. While they are putting that -P let me ask this question : 
What is the main source of Korea’s $90 million of foreign exchange ? 

Mr. Moyer. Some gold, some tungsten, some rice, this year. 

Mr. Jupp. Sold to j apan, or where ? 

_ Mr. Moyer. The rice to Japan. I believe the tungsten to the United 
States. These also are the hwan settlements, the expenditures of the 
United States Army over there. 

Would you like an answer to the appropriated amount to date, spent 
to date and what we intend to do with the money that hasn’t n 
spent ? 

Mr. Jupp. Yes. 

Mr. Moyer. By appropriated to date do you mean for the CRIK 
program, for the UNKRA program, and the FOA program ? 

Mr. Vorys. That is why I wanted to see this chart. 1 think a mere 
glance at this chart will show that it is not very intelligible to any- 
body in view of the mixed-up, complicated, duplicating organ- 
izations, in Korea. What we want to know is what United States 
funds have been appropriated for nonmilitary purposes, for Korea; 
how much has been spent, how much you plan to spend—I am avoiding 
the word “obligation”—and then why you need more funds. 

Now, go ahead with the chart. 

Mr. Moyer. This refers to the arrangement between the agencies 
providing assistance. There is, of course, in the picture, the Govern- 
ment of the Republic of Korea. That we might well have off in 
another box and a line going from this chart to that box with what 
they call the Combined Economic Board in the center connecting the 
two lines. It is through this Combined Economic Board that the 
activities of the Republic of Korea are coordinated with the activities 
provided for under these specific agencies. 

Now, there are two principal assistance agencies, one the United 
Nations and the other the United States. 

The United Nations Korean Reconstruction Agency reports back 
directly to the United Nations General Assembly and they have a 
special committee called the United Nations Korean Reconstruction 
Agency Advisory Committee which deals with matters of this 
program. 

The United States has a member on that committee. 

That is on the one side. They report directly back to their source. 

Now, on the United States side, because this is a military theater, 
it has been necessary and decided to have ee for what we 
do placed directly under the unified command in the field, the com- 
mander in chief of the United Nations Command—that is General 
Hull in Tokyo. In order to provide for coordination of both U.N. and 
United States activities, it was decided last summer that an Economic 
Coordinator should be appointed to the staff of the commander in chief 
of the United Nations Command. He (that is, the Economic Coordi- 
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nator), coordinates planning, and the execution of the plans. Mr. 
C. Tyler Wood now holds that position. 

In administering the program, the United Nations activities are 
carried out through this agency, the United Nations Korean Recon- 
struction Agency. The United States activities, whether supported 
by funds appropriated to the Department of Defense or whether out 
of the $200 million transferred to FOA, are administered out through 
a United States agency, the Korean Civil Assistance Command. This 
is an Army organization which was set up originally to handle the 
problems of civilian assistance, but being the only United States 
agency in the field, it has been utilized also in carrying out the parts 
of the program funded through this $200 million. 

Now, how do they arrive at the program, and what specific measures 
are taken to assure that there is no duplication of activity. To help 
formulate the fiscal year 1955 proposal, as I mentioned, we sent two 
people experienced in this work, from Washington to consult with 
the economic coordination staff. 

The two Washington representatives took the lead in consultation 
with the Korean Civil Assistance Command, in consultation with the 
U. N. Korean Reconstruction Agency, and in consultation with the 
Republic of Korea. 

They examined the total needs, they examined the types of activities 
that would be necessary, and recommended a program. That is the 
first step taken to prevent duplication. 

There is one further step, that assures there is no duplication. On 
the staff of the Economic Coordinator there is a program officer. 

Mr. Vorys. Who is that? 

Mr. Moyer. A man by the name of Boucher. He formerly was in 
the Manila mission of the Foreign Operations Administration and 
went to Korea to handle the responsibility. 

No request for any project, whether originating with the United 
States or U. N. whether it be in the CRIK program or whether in 
the program funded by the $200 million—no project request goes out 
without his having seen it and initialing it. So there is coordination 
first of all in the planning. Then there is this device which assures 
that in the execution of the plan there is no duplication. 

Briefly, that is the setup. It isn’t quite as complicated as it may 
seem. QOne reason I think it seems complicated is that it is new. 
Normally there is a foreign operations administration in the usual 
pattern. Because of Korea’s being a military theater it was im- 
possible to adopt the usual pattern. We had to adopt it to the exist- 
ing situation coming under the general command of General Hull. 

Back in Washington, also, it is not a simple situation. The 
Foreign Operations Administration has been designated as the agency 
of principal interest, but the FOA doesn’t work out the program in 
the same sense it does other programs. Major decisions are made by 
the Unified Command, in ae is represented the Departments of 
State, Defense, Treasury, and FOA. 

Mr. Vorys. Who are those people? 

Is that yourself for FOA ? 

Mr. Moyer. In FOA it is the Director, Mr. Stassen. On a day-to- 
day basis matters are handled by Mr. Justin Williams in charge of 
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the Korean Division under my area. With respect to State and 
Treasury their representatives are the respective Secretaries, with 
staff members under them handling ordinary responsibilities. 

General, what about your representation from Defense? 

General Marquart. The Defense Department uses the Army as the 
executive agency and I operate in that capacity. However, the Sec- 
retary of Defense is the one who is the real representative on the 
Unified Command. He has to approve all decisions. I am merely 
acting in his behalf as a member of the Army, which performs, as 
executive agency, for Defense. That, of course, is predicated on the 
fact that the Army is actively engaged in the field and its opinions 
largely dominate the Defense position. Not necessarily the Unified 
Command position. 

Mr. Jupp. Where the chart says “division of activity—fields by 
agency,” that means they just sat down and parceled out the jobs 
between them and a job could be shifted to the other side? 

Mr. Moyer. That is right, with changing circumstances. There 
haven't been any major changes but there have been some. For 
instance, the funds for UNKRA have shrunk. Certain of the activi- 
ties originally planned for the UNKRA program were shifted to 
FOA. 

Mr. Jupp. Under KCAC you have agriculture, but under UNKRA 
you have irrigation, flood control and so forth. 

Well, irrigation is largely in connection with agriculture, it seems 
to me. 

Mr. Moyer. Under KCAC it is related to agricultural extension, 
agricultural research and training. UNKRA deals with the physical 
aspects of the program. It is true that they are related. 

Mr. Vorys. Where does General Coulter come in? 

Mr. Moyer. He is the Agent General of UNKRA in the field. He 
is in Korea. 

Mr. Vorys. Is the Advisory Committee for UNKRA an interna- 
tional group? 

Mr. Moyer. Yes. 

Mr. Hatz. Did you wish further information on its composition, 
sir? 

Mr. Vorys. Yes. 

Mr. Hav. It is a five-government group elected by the General 
Assembly of the United Nations. The members of that group are the 
United States, the United Kingdom, Canada, India, and Uruguay. 
Their function is to advise the Agent General on all principal ques- 
tions relating to his planning of the program, his execution of the 
program, or his financing of the program. 

Mr. Vorys. How much are the contributions of India and Uruguay ? 

Mr. Hau. There has been no contribution from India or Uruguay. 

Mr. Drumrrent. India did have a hospital unit in Korea. 

Mr. Vorys. But this is on rehabilitation. 

Now, do you have at hand or could you furnish us, the personnel 
involved ? 

Mrs. Botton. Could I interrupt at that point for just a minute? 

Mr. Vorys. Yes. 

Mrs. Bowron. In that committee of five, were they elected at the 
United Nations? 
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Mr. Hatt. They were initially nominated. 
Mrs. Borron. Nominated by whom ? 
Mr. Hatxi. Back in 1950 the nomination was made by the President 
of the General Assembly, Mrs. Bolton, and the election was by the 
General Assembly. 

Mrs. Bouton. When they are replaced, are they replaced by election 
or by appointment anita 

Mr. Haru. The issue has not arisen and there have been no changes 
or replacements. 

Mrs. Bouron. Thank you very much. 

Mr. Moyer. I can give a general statement of the personnel and 
provide more details later if it is desired. 

In the total here, there are in the neighborhood of 1,000 personnel, 
military and civilian. 

The staff of the Economic Coordinator is established at this point to 
be 27 in number, of which 20 positions now are filled. This is the cen- 
tral planning-coordinating group. 

In the Korean Civil Assistance Command, the total number is 526, 
and around 391 for UNKRA. 

Mr. Haru. That requires the immediate explanation that 98 of 
those hired by UNKRA are in no way engaged with UNKRA. They 
are specialists hired by UNKRA and immediately loaned on a full- 
time basis to the Korean Civil Assistance Command. Also, 3 are 
loaned to the Office of the Economic Coordinator, and 3 more to the 
office of the appropriate ministry of the ROK Government. 

Mr. Vorys. How many on the UNKRA staff are now in New York 
and Geneva? 

Mr. Hatt. The first are these, Mr. Vorys. In New York there is 
a total of 54 persons, composed of 25 professional persons, and 29 
clerical or secretarial persons. 

In Geneva—in answering your question, may I combine Geneva 
and London, which has two persons, as I don’t have the breakdown 
between them ? 

Mr. Vorys. Yes. 

Mr. Haut. There is a total of 4 professional persons and 38 clerical 
persons. 

Mr. Vorys. Is there nothing the United States can do to get that 
54 down, as a loyal member of the United Nations? We went into 
this last year; some of us have heard repeated criticisms of UNKRA: 
all generals and no privates, all coordinators and nobody doing much 
work. Are you ready now to say that UNKRA needs 54 people in 
New York? 

Mr. Hat. May I give you just a little fuller answer on that, Mr. 
Vorys: You are so correct in your —— reference to the situa- 
tion which you recall from last year. With the inauguration of the 
new Agent General last June, an Secendiians and severe policy of re- 
duction in force was applied, reducing the number in the New York 
office from approximately 90 to its present 54. 

At the same time, the responsibilities of the New York office to be 
shared by that reduced 54 were substantially increased. Their larg- 
est job is procurement for UNKRA. UNKRA in the field sends to 
that office for execution for the purchasing and procurement all pur- 
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chases designed to be made in the United States, as well as procure- 
ment of professional services, engineering contracts, and the like. 

Therefore, it is our feeling and we have been concerned by it, we 
have given it a very careful study, and we do now feel that the reduc- 
tion from the previous figure to 54 represents a 100 percent working 
group. 

Mr. Vorys. Now, to continue, you have 27 positions here. 

Mr. Moyer. We have 27 positions established but there are only 20 
there at the present time in the Office of the Economic Coordinator. 

In our Korean division we have a total of nine. However, of 
course, they are backstopped by technical services and people in the 
controller’s office, and so on. 

It might be worth pointing out that the six-hundred-odd that are 
in the Korean Civil Assistance Command also include the teams that 
are distributed throughout Korea. They are right on the job in each 
of the Provinces constantly looking after the problems affecting dis- 

sase and unrest. They comprise a considerable number of the total 
who are there. 

Mr. Vorys. The explanation has been interesting. Could we have 
furnished for the record a little personnel chart so that those who are 
interested can find out something about the overall personnel situa- 
tion? They can get the details from your testimony, but could we 
get a little chart ‘with personnel numbers on it accompanying this 
chart? 

Mr. Moyer. Yes, sir. 
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(The information requested is as follows :) 


Personnel organization outline, as of May 8, 1954 
WASHINGTON, D. ©. 


Foreign Operations Administration (procurement by other agencies) : 
Professional 


NEW YORK CITY, N. Y. 


United Nations Reconstruction Agency (procurement and member gov- 
ernment relations) : 


Professional 


New York office 
Washington office 
London office 


Office Economic Coordinator: 
Professional 


Total__. 


Korea Civil Assistance Command: 
Professional 
a eI cidiasithidateadianieteiasscabiiainiaeagaiamiannien 


United Nations Reconstruction Agency: 
Professional 


Tokyo liaison office 
Loaned to ROK 
Loaned to OEC 
Loaned to KCAC 


Grand total 
1 Includes 92 loaned by UNKRA. 


2? Breakdown by function. 
* Breakdown by location. 


Chairman Currerrretp. Are there 
If not, we thank you, gentlemen. 


The committee will adjourn until 10 o’clock Monday morning. 


any further questions? 
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STATEMENT OF MR. GLEN A. LLOYD, DEPUTY TO THE DIRECTOR, 
FOREIGN OPERATIONS ADMINISTRATION 


Mr. Lioyp. Could you announce whether those Monday and Tues- 
day meetings would be open or closed? We would suggest closed. 

Chairman CurrerrieLp. Are you suggesting that the first meeting 
on Monday should be closed ? 

Mr. Luoyp. We had a meeting on the Near East that was open and 
it seemed to us more appropriate to go into a closed session. 

Mr. Vorys. I think that would be a good idea, Mr. Chairman. 

Chairman Currerrretp. We will follow that suggestion, Mr. Lloyd. 

(Whereupon, at 12:15 p. m., the committee adjourned to reconvene 
at 10 a. m., Monday, May 3, 1954.) 





THE MUTUAL SECURITY ACT OF 1954 


MONDAY, MAY 3, 1954 


House or REPRESENTATIVES, 
ComMMI?TrEE ON Foreign Arrairs, 
Washington, D.C. 

The committee met, in executive session, at 10:15 a. m., in room 
G-3, United States Capitol, Hon. Robert B. Chiperfield (chairman) 
presiding. 

Chairman Currerriip. The committee will come to order. 

We are glad to have you back again, Mr. Secretary. I believe you 
made your statement earlier before the committee. You are now 
here with your assistants for any questioning that the members might 
like to conduct. 

Do you care to proceed, Mrs. Bolton 

Mrs. Boiron. We are just going to ask questions? Don’t we have 
any statements from our team? Any further statements? 


STATEMENT OF HON. HENRY A. BYROADE, ASSISTANT SECRETARY 
OF STATE FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS 


Mr. Byrroape. We submitted a joint statemeit—State, Defense, and 
FOA—thinking that would cause less duplication. In addition to 
that we each gave a short individual state:nent at the last hearing. 
We thought it would be duplication in the record to repeat that. 


STATEMENT OF NORMAN S. PAUL, REGIONAL DIRECTOR, OFFICE 
OF NEAR EAST, SOUTH ASIA, AND AFRICA OPERATIONS, FOR- 
EIGN OPERATIONS ADMINISTRATION 


Mr. Pauw. As far as the program is concerned, Mr. Chairman, we 
also thought it might be better if we went through the key countries 
and tried to cover the Near East today, inasmuch as Ambassador 
Allen is going to be here to discuss India tomorrow. We thought if 
we could cover the Near East, or at least get started with the Near 
East, that might lead into the Indian picture tomorrow. 

Mr. Vorys. Mr. Chairman, it seems to me it might be interesting 
at this time for the committee to know about a recent speech Mr. 
Byroade has made which has caused some international comment with 
reference to this area that we are considering this morning. 

Chairman Cuirerrietp. Do you care to comment, Mr. Byroade? 

Mr. Byroape. Well, I think the speech rather speaks for itself. 

Mr. Vorys. Do you have copies of it with you? 

Mr. Byrroape. I have one, I think. I will be glad to furnish the 
committee with copies. 

Mrs. Bowron. I think it would be just as well to have it. 
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(The statement referred to is as follows:) 


ADDRESS BY Hon. Henry A. BYROADE, ASSISTANT SECRETARY OF STATE FOR NEAR 
EASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS, BEFORE THE AMERICAN COUNCIL 
FOR JUDAISM, PHILADELPHIA, Pa. 


FACING REALITIES IN THE ARAB-ISRAELI DISPUTE 


Tonight I shall speak of the Middle Kast. Public addresses on this subject 
often take the same form. There is a general review of the importance of 
the Middle East and this is stated in terms of its people, its strategic location, 
and its natural resources. One covers the economic and political problems 
of the area. Then there is an outline of the role of the United States in at- 
tempting to assist in the development and stability of this important area. 
It is within this context that a specific problem of the Middle East is usually 
discussed. This format is used because such an approach aids immeasurably 
in putting each specific problem in the context where its true importance can be 
properly evaluated. 

I am going to reverse this procedure tonight and talk more about a specific 
problem and the bearing it may have upon the Middle East as a whole. I refer 
to the Arab-Israeli complex of problems. There is a stereotype presentation 
on this subject as well. One covers the history behind the conflict—the divergent 
points of view—and such advice as he can muster for a solution. I wish to 
reverse this procedure as well and devote my time to a few fundamentals that, 
in my opinion, lie at the very roots of this dispute. 

I shall begin with certain developments within our own country. It is 
natural for an American, surrounded as he seems to be with the necessities 
of life at hand, to be to a certain extent an isolationist. The American is moved 
from that position only reluctantly and only when he senses developments over- 
seas that may change his way of life. Apart from a basic instinct of humani- 
tarianism, he does not wish to concern himself with matters overseas unless 
this appears to be a necessity. 

Thus the thoughts of Americans are turned largely within our own country 
except in event of war or threat of war that can affect our own security. 
America had the luxury of concentrating its attention almost exclusively upon 
its own development until fairly recently. The First World War involved our 
forces in Europe and America came to know Europe far better. This was an 
interest which lasted because the making and preservation of peace was a vital 
interest to us. The second world conflagration took us to the Far East as well 
as to Europe. America again had a costly lesson in geography and again has 
retained her interest because of the uneasy and interrupted peace that has fol- 
lowed. In these interruptions we have come to know Korea, and now Indochina 
is a familiar spot on the map to nearly every American. 

With all of these developments, America now knows that insecurity almost 
anywhere in the world can affect our own security. It is with this new realiza- 
tion that American eyes turn toward the Middle East. This time we are de- 
termined that our attention will be focused on an area prior and not subsequent 
to an outbreak of hostilities that may affect us. 

In looking toward the Middle Bast, America sees an area generally defenseless 
and with such internal and external problems as to submerge, in the thinking 
of its people, the real danger we see to all nations who strive for continued free- 
dom. The American wonders why these sources of friction cannot be cured. He 
feels his Government should do what it can to ease these trouble spots. He sees 
them as diverting energies that are needed for creating strength and a better 
standard of living. These he would wish for all free people instinctively— 
now he sees in the absence of such conditions a threat to his own welfare and 
security. 

Our own emergence as a leader in the free world, and the inherent responsi- 
bilities thereof, coupled with the fact that we see for the first time a continuing 
and grave threat to our security, make it inevitable that we should attempt to 
be a factor leading toward progress and stability across the entire Middle East. 
This is a trend of historical significance which has an important bearing upon 
our approach to—and concern over—each of the factors of instability in the 
Middle Fast. 

Whenever the United States became concerned about the security of the Middle 
Past as a whole—and I believe the process started in earnest some 2 or 3 years 
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ago—certain consequences bearing upon our central subject for this evening 
would also be inevitable. We would see on the one hand the people of Israel be- 
come restive and to a certain extent emotionally excitable over what the conse- 
quences of such a trend might mean to them. They would wonder how far 
our concern with conditions in the area as a whole would lead to a lessening 
of interest of America toward the support of Israel. In their concern they 
might imagine that the efforts of the United States across the area would lead 
us to seek friendships at the expense of the interests of their own state. The 
Arab peoples, on the other hand, sensing 1 new importance in our eyes, might 
conclude that their bargaining position had risen. Some of them would press 
relentlessly—as they sensed the move of the pendulum—to shove it all the way 
so that a policy of imparital friendship would in effect mean complete partiality 
toward their side. They would thus be critical of honest efforts of the United 
States to carry out this policy of impartiality. Criticism would thus be in store 
for the United States from both sides »f the Arab-Israeli armistice lines. 

It seems to me we have reached the stage in this process where each side 
honestly feels we are partial to the other. In a crude sort of way perhaps this 
could be called progress—progress toward the ultimate goal of having both sides 
feel we are truly impartial. It is not a situation however about which one can 
take pleasure. It is for instance a concern to us that Israel is prone to see 
dangers to herself in such a process—and to exaggerate far beyond what seem 
to us to be the realities of the situation. We see no basis in our acts to justify 
her fear that her legitimate interests are placed in jeopardy by United States 
concern over the area as a whole. We might rather ask her what would be the 
fate of her State—as we can, of course, ask the Arabs as well—if the Middle 
East continued in turmoil and the whole of the area was lost to the control and 
influence of the Soviet Union. 

To understand our concern over developments in this part of the world, it is 
necessary to understand that we do see an increasing danger that the Middle 
East may be relegated to a satellite status under the Soviet Union. Most people 
in the Middle East who read this statement will label it as “alarmist” and 
without foundation of fact. The very fact that this reaction will exist is partly 
the cause of our concern. 

It has been my view that the Middle East, on the timetable of the Soviet 
Union, has been placed in priority behind that of Europe and the Far East 
simply because they look upon it as an area that can wait. The more Russia’s 
aggressive moves are stalemated in Europe and the Far East, the more the 
danger grows for the Middle East. 

There are now a number of indications that Soviet intentions are being 
focused to a new degree upon this part of the world. Throughout my entire 
tenure in my present position, I have been expecting this change of attitude to 
show itself within the United Nations. This has now happened. The Arab- 
Israeli conflict, so often before the United Nations, has until recently been free 
of abusive veto power of the Soviet Union. They have now wielded their veto 
twice in succession on this matter in the Security Council. They are stepping up 
their propaganada among the groups in the Middle East who are suffering most 
acutely from the prolongation of tensions and hardships occasioned thereby 
and who are thus most susceptible to such propaganda. It must be obvious to 
anyone that if the Soviet Union were to succeed in an effort to move into that 
area and accomplish there what they have accomplished in North Korea, in China, 
and in the satellite countries of Eastern Europe, the free countries of both Europe 
and the Far East would be outflanked and in greatly increased peril. The land 
gateway to Africa would be open. The tremendous resources of the area would 
be in enemy hands. 

Many in the Arab world see this extension of the hand of Russia as a friendly 
move to take their side of the case against Israel. They have sent messages of 
appreciation to Moscow. I believe this facade of friendship to be indeed a motive 
of the Kremlin—but I believe it to be only a byproduct of their real intentions. 
In this, as in many other past acts of the Kremlin, we see a double objective. 
One of these, and it is the lesser, is to make the Arab world feel Russia has honest 
friendly intentions toward them. The other, and this we see as their primary 
objective, is to stymie United Nations action in order to maintain and increase 
the dangerous tensions that exist within the area. If we can derive any benefit 
from past acts of Soviet Russia, it should at least be an appreciation in advance 
that the Kremlin would consider such results to be in her overall interests. 
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We hope all concerned, in their obsession over local problems within the area, 
will not look with blind eyes upon these new developments as they have within 
them the seeds of trouble greater than they have ever known. 

Let us tonight try to look beyond the claims and counterclaims of misdeeds, 
border incidents, and propaganda of both sides of the Arab-Israeli dispute. 
These are in large part symptoms of the disease. Let us look rather at what 
appears to be some of its fundamentals. 

In dealing with these fundamentals I should like to make one stipulation and 
one explanation. In response to every public address on this problem, we are 
always confronted with the reaction “someone should remind this speaker that 
certain other factors—which he failed to mention—also exist.” The stipulation, 
therefore, is that I realize that what I list here tonight will not be in itself com- 
plete—nor could it be within the contents of one short address. The explana- 
tion concerns the reason why I should feel impelled to speak so frankly of policies 
or acts of other sovereign states. My reason is that I feel the dangers in this 
situation are such that the American people are entitled to be informed of 
underlying facts of a dispute which may increasingly affect the security of the 
Middle East—and hence of our own country. 

The first fundamental I would list is that the possibility of an early and 
formal peace treaty type of settlement between Israel and the Arab states just 
does not exist. As the whole world so sorely needs a solution—and the dangers 
of a continuation of a prolonged armistice are so great—one can only reach such 
a conclusion with the greatest reluctance and concern. I can only give it as a 
conclusion of one who has devoted the major share of his working hours to this 
problem over a considerable period of time. Many times during that period I 
have challenged the validity of that conclusion, only to be convinced again of 
its basic soundness. There is no inspired formula which can quickly erase 
the underlying causes for the mutual feeling of hostility and distrust that exists 
between Israel and the Arab states. 

To reach such a conclusion does not mean losing hope, but rather to establish 
a basic fact. The difficulties in solving this issue do not lie in the techniques 
of approach by outside powers—however imperfect they may be—but in the 
substance of the problem itself. The first lesson is, therefore, clear. All con- 
cerned should abandon a will-of-the-wisp search for an all embracing formula 
and concentrate on what can be done—within the limits of practicability—on 
the substance of the matter. 

Let no one doubt, because of what I have just said, that a basic policy of the 
United States is to see peaceful conditions established in the Near East. To 
those Arab critics of a portion of my recent address at Dayton who say that the 
United States must realize that the attainment of better relations between Israel 
and the Arab States. should be abandoned as a United States objective—my 
answer is that they may as well know now that our country cannot accept such 
a price to earn the friendship of the Arab States—a friendship which it so earn- 
estly desires. 

To those, however, who demand immediate and forceful action on our part 
to obtain peace, I ask that they not lose sight of the conditions which must be 
fulfilled before a genuine and lasting peace can be achieved. We all remember 
that at the close of the First World War, a very neat job of peacemaking was 
done at Versailles. The leaders of the world sat around the conference table and 
gave their best thought to the drafting of what was going to be a comprehensive 
peace settlement to last for all time. The conditions for peace, however, were 
not established and the job done at Versailles went for naught. 

When we ask the Arab States to accept the existence of the State of Israel 
and refrain from hostile acts toward her, it seems only fair to me that they 
should have the right to know—with far greater assurances than have ever 
been given them—the magnitude of this new State. They look upon it as a 
product of expansionist Zionism which—regardless of any present promise or 
paper treaty—will ultimately commit aggression to expand to suit its future 
needs. 

The second fundamental I would list is, therefore, that this fear of the Arabs 
should be understood and met—not only by the assurances of great powers— 
but by Israel itself. 

I again refer for convenience sake to my recent Dayton speech. In that speech, 
I said Israel should see her own future in the context of a Middle Eastern State— 
and not as a headquarters of worldwide groupings of peoples of a particular 
religious faith who must have special rights within and obligations to the Israeli 
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State. This sentence has been interpreted by some as an intrusion into religious 
matters, improper for a governmental official. The fact is that I was referring, 
among other things, to one of the key reasons for the above fear of the Arabs. 

I was not referring in any way to, or casting aspersions upon, the natural 
feeling of affinity one feels for a brother of his own religious faith, wherever 
he may be. The principles of the United States on matters of religious freedom 
are so well known that this assertion of mine should need no expansion. 

Nor was I referring in any way to proper philanthropic support—in its 
broadest sense—by American citizens of Jewish faith in the economic develop- 
ment necessary to achieve a reasonable standard of living of Israel’s people— 
nor to support of religious, educational, and cultural enterprises in Israel. 
There is no divergence between our Government and American citizens of the 
Jewish faith who are interested in the development and welfare of the State 
of Israel. 

What I was referring to were matters of grave concern in my own field of 
foreign affairs. As an example, let us consider, for instance, the question of 
immigration into Israel, in connection with the fear I have just mentioned on 
the part of the Arabs. 

If we can turn to logic, it seems to me thay this particular aspect of the 
overall problem should be one within the realm of possible correction. It is 
a fact now that immigration has fallen off to insignificant numbers, and there 
is often a elose balance between incoming and outgoing for any given period. 
It is also—in all probability—a fact that natural factors, including the economics 
of the situation, would prevent people from voluntarily crowding together to 
where overpopulation could reach the danger point. It is also a fact that in 
the past 6 years most of the historic trouble spots for world Jewry have been 
evacuated. There remain in the world only two areas where really large 
populations of those of Jewish faith still live. One of these is the United 
States. It does not seem to me to be a fact that a great mass of Americans 
of Jewish faith are about to emigrate and take on Israeli citizenship. The 
other area is the Soviet Union and its satellites. We know that the lot of the 
Jews behind the Iron Curtain—like that of many other religious or ethnic 
groups, is a miserable one—and our heart goes out to them—as to all others 
in that category. Yet we do not see the Kremlin opening its gates—with all 
the obvious disadvantages to it of such a break in its curtain—to release these 
unfortunate people of the Jewish faith. If and when the Soviets decide to do 
so, it will be because of their desire to set the area aflame by fostering new 
and greater trouble in the Middle East. If such an eventuality actually hap- 
pened the magnitude of the problem would be such that the whole free world— 
not just Israel—would have to concern itself with the resettlement of Jewish 
immigrants from behind the Iron Curtain. 

One might expect all the above should be so well known that the subject of 
immigration into Israel should not be a source of tension. This, unfortunately, 
is not the case. It is not peculiar to this area of the world that one suspects 
his enemy of the worst and never the best. In the emotions which surround 
this problem, such sheer logic does not spread. What does spread like wild- 
fire throughout the Middle East is a series of statements from Israel calling for 
greatly expanded immigration. A constant fear is that these urgings in terms 
of extra millions will be heeded. Their fears are enhanced by the knowledge 
that the only limitation imposed by statute on immigration into Israel is, in 
fact, the total number of those of the Jewish faith in the entire world. The 
Arabs know the capacity of the territory of Israel is limited. They see only 
one result—future attempt at territorial expansion—and hence warfare of 
serious proportions. 

My friends, can one be injecting himself into improper fields by speaking of 
matters such as this that lie deep at the roots of a conflict so dangerous to us? 
I realize I am referring to matters on which strong religious and humanitarian 
feelings exist on the part of many. I can only implore those who have such feel- 
ings not to ignore the feelings of others, nor the dangers of the world in which 
we live. Surely it is not asking too much to ask Israel to find some way to lay 
at rest these fears of her neighbors, and remove this specter—which does not 
seem to be based upon reality—from minds in the Middle East. The tensions 
of the Middle East—which are translating themselves into almost daily need- 
less loss of human lives—could be considerably lessened if wise statesmanship 
could find a way of such accomplishment. 

Another fundamental which I believe American citizens in particular must 
consider is the fact that there is a great deal of mistrust of the great powers 
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and, in particular, the United States on the Arab-Israeli issue. This may come 
as a shock to many an American who would find it hard to believe that our 
motives could be so misunderstood. 

I believe the Arab world today believes that the United States would not allow 
an attack by them upon Israel with the purpose of driving her into the sea. I 
also believe, however, that in general, the Arab people are not convinced that 
the opposite is true—and that they question our ability to fulfill our obligations 
in opposing aggression under the Tripartite Declaration of 1950 if Israel her- 
self should decide upon expansive aggression. I do not believe they doubt the 
sincerity of the leaders of our Government when they clearly restate our ad- 
herence to that declaration—but they wonder at our ability to follow through. 
They wonder if the domestic political aspects of such a problem in the United 
States, as well as within the domestic scenes of our allies, but—particularly 
in the United States—might not make it impossible for us to live up to our 
stated intentions. 

I know the Arabs are wrong in this interpretation of the American people. 
Yet, I believe it is a fact that many of them do have such an interpretation. 
One can only ask their reporters in this country to make a further real effort 
to judge the temper of the American people. I am confident that after such a 
renewed study they would indicate to their governments that America would 
back no state, including Israel, in a matter of expansive aggression—and that its 
opposition would be equally strong regardless of which side started such a 
move. 

If this fact could be established in the Arab mind, we would have passed 
one of our greatest difficulties in dealings with them. When and if such reports 
from their own representatives will begin to have an effect in the Arab world 
we do not know. We will know, however, when that effect has taken place 
because we will then encounter a far greater measure of confidence on the part 
of the Arab world. 

Another fundamental we should keep in mind is the fact that a portion of 
the people involved in this dispute are homeless. The reason behind this, as 
with nearly every other facet of the whole complex of Arab-Israeli problems, 
is itself in dispute. More time and effort is spent upon justifying this or that 
stand as to who is more nearly to be blamed than is spent upon how to solve 
the problem that now exists. What a breath of fresh air would be given the 
world if all concerned would simply admit the fundamental fact that these 
people are homeless—are in desperate want—and are uncompensated for their 
property and other losses that they have suffered. Can anyone benefit by the 
continued compression of these people in tiny areas and in other circumstances 
that make for moral degeneration and the making of a new generation fed on 
bitterness and hate? 

There is a moral obligation in this situation that rests upon the countries 
immediately involved and upon all of the countries who have a stake in world 
peace. A solution of this problem would do more than anything else to reduce 
the incidents of border violence. 

For our part, we have seen the most practical and long-term solution for 
the majority of these people to be the provision of new lands for settlement. 
Material assistance has been provided to the United Nations by this country 
as well as others to make such developments possible. The United States has 
expressed a willingness to help provide funds for a development plan of the 
Jordan Valley which would allow resettlement of a sizable portion of the 
Arab refugees. We have also indicated our willingness to assist in develop- 
ments elsewhere which would provide the opportunity for employment and the 
eventual procurement of homes for large numbers of people. The United States 
has also stood for the resettlement of a portion of the refugees in the territory 
of Israel. It should be borne in mind that they mostly lived as farmers on 
terraced land which probably only they are likely to make fertile and productive. 

Some small progress is being made, but this approach alone is probably too slow 
in the face of the present Situation. One must look, therefore, to additional steps 
that might have a more immediate effect. One of these is the question of com- 
pensation. These refugees, after many long years, are still uncompensated for 
the loss of their property, both real and personal, which was left behind in Israel. 

The sense of property is almost as integral a part of the makeup of modern 
man as the sense of a family or nation. So long as the refugees have no mean- 
ingful assurances that they will ever be compensated for their property it will 
be hard for them to adjust to a new set of conditions or to bend their efforts 
toward finding a new livelihood. They read every day of transactions whereby 
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the “abandoned” property left behind in Israel is being transferred, bought, and 
sold. They have heard many statements of the intentions of Israel, but such 
statements in vacuo are not reassuring. The fact that Israel has obtained and is 
now using restitution from Germany while doing nothing toward the compensa- 
tion of Arab refugees understandably adds to their bitterness. 

Clearly, this is a matter to be attended to. I do not believe, however, that 
Israel will refuse to discuss matters such as this on a realistic basis with her 
neighbors. We believe Arab governments who refuse on general principle to 
entertain any discussions with their Israeli neighbors may, among other things, 
be depriving themselves and their Moslem brothers in the refugee camps of 
advantages that could be theirs. On the other hand, if the goal to be sought in 
the first instance is the lessening of tensions along the borders, Israel might find 
some way of arranging for step-by-step moves on such specific problems without 
giving the suspicion to her neighbors that her policy is one of “total peace or 
nothing.” 

There is another fundamental which we should have in mind, if only for the 
sake of our own understanding of the true nature of the problem. It is that the 
quarrel which divides the Arab States and Israel is not basically religious. It is 
essentially a nationalistic quarrel such as could arise with equal bitterness 
between two other peoples whose national aspirations clashed, 

For many centuries Jews and Arabs lived side by side in the Middle Bast in 
relative harmony. There is much that is similar in their religions. Both stem 
from the same ancient near eastern philosophy, as does, for that matter, a large 
part of the Christian religion. 

These two peoples of similar language, history, and culture are at each other’s 
throats because they each want to possess the same piece of land. The Arabs 
have opposed the establishment of a Jewish state in Palestine, which ancient 
history as well as religion led the Jews to consider their homeland—but which 
modern history has seen in the hands of the Arabs. 

The fact that the Arab and the Jew have different though similar religions 
has importance only to the degree that recent propaganda may have made it 
seem important by calling on all those of the Jewish faith to support one side and 
all of those of the Moslem faith to support the other. 

The last fundamental I would list is one of basic attitude. Perhaps in the 
end there would be no advantage at all in formal peace, even if it could be quickly 
obtained, unless there could be some basic change in the attitude with which 
one looks upon his neighbor. The formalities of paper agreements mean little if 
there remains thereafter contempt and suspicion. This is a matter in which an 
outsider can have little influence but he can point out the need to display a 
sincere wish for the desire for better relations if they are ever to be atttained. 

In this, an attitude of superiority and contempt for one’s neighbor is unlikely 
to cause a forthcoming response. On the other hand, the world’s history does 
not record that an attitude of negativism has produced benefits for anyone. 
There is this negativism on the Arabs side and it represents a formidable 
obstacle for constructive solutions. It seems for them easy jointly to reject but 
difficult jointly or individually to adopt policies of a forward-looking character 
in connection with this problem. This negativism seems hardened and confirmed 
by frontal attack, whether such attack takes the form of reprisal raids or 
merely a brilliant diplomatic maneuver such as the scoring of a point in the 
United Nations. It can best be arrested and gradually reduced in proportion 
by undramatic and patient efforts over a period of time. All this presupposes 
that the fires of hatred are not meanwhile fed. The world will carefully watch 
for any indication of an adoption of a philosophy, known to be held by a few, 
that the only way to make things better is to first make them worse. 

These are some and, again, only some of the fundamentals that should be 
kept in mind when one attempts to judge present-day situations. It may be 
dangerously long before sufficient change in some of the underlying causes for 
continued strife are modified to a point where a genuine lack of hostility can be 
said to exist. 

In the meantime, the efforts of all concerned should be devoted to the specific 
situation along the border. All concerned, it seems to us, should cooperate to 
the utmost with local U. N. Commissions and other arrangements as have in the 
past been beneficial, such as the local commander agreement along the borders. 
The Arab States on their part should not refuse in these forums, or in any other, 
to discuss ways and means of lessening the present-day dangers along the 
border and cooperate in making preventive measures more effective. 
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It is only with a decrease of immediate incidents along the borders and a 
period of relative tranquillity that minds can turn to an honest approach to more 
fundamental and underlying causes of this dispute. This atmosphere one would 
hope would then be conducive to face the real and permanent threat to the whole 
area. The peoples of the Middle East could then without distraction devote 
more attention to the greater understanding of the real goals of Soviet imperia)- 
ism. With confidence established in their interrelationships, all the states of 
the Middle East, could concentrate and attend their energies to safeguard the 
precious heritage of freedom to which we all dedicate ourselves. For the plans 
of Communist imperialism envisage the total destruction of the religions, cu) 
tures and independence of us all. Each one of us must make some sacrifice to 
attain the preservation of common freedom. The United States, for its part, 
has shown that it is willing and anxious to go far toward making this a reality. 

Mr. Byroapr. I have just heard the 8 o’clock radio indicates the 
Government of Israel is going to protest this speech. From what | 
know, it appears they are going to object to what I said on the subject 
of immigration in Israel. I hope they will reread that section. I did 
not ask that the Government of Israel do any specific thing in that 
vegard. I pointed out what I thought the fear of the Arabs was. | 
said Israel should find some way through wise statesmanship, to meet 
this fear. 

(Discussion off the record.) 

Mr. Byrroape. It seems to us that one of the real impediments 
standing in the way of peace is that the Arab world doesn’t know, 
really, the size of the state that they are dealing with. They know 
that the only limitation on immigration into Israel is the total of all 
people of the Jewish faith anywhere in the world. They are not sure, 
if they had a peace treaty today, that it would mean anything, because 
sometime in the future, these calls for greatly increased immigration 
might be heeded. 

I pointed out there are only two places in the world where there 
are millions of Jews—I will use that term because that is what the 
Israeli spokesmen refer to often. 

One of those is the United States; and I don’t foresee many from 
American Jewry immigrating to Israel to take on a new citizenship. 

The other is the Soviet Union. We know the plight of these people. 
as well as those of many other races in Russia is a sad one, but we don’t 
see the Kremlin opening its gates to let them out and risking the dis- 
advantages of breaking the Iron Curtain, unless the time comes when 
they feel a Middle East aflame would be more important to them than 
the disadvantage of this break in the curtain. 

I said in my speech if that happened it would be a problem for 
the whole world and not just Israel. I ended by saying they should 
find some way to assure their neighbors upon such matters. 

It is a speech that I am sure will be interpreted as being critical of 
Israel, but I explained in the beginning of it why I felt it necessary 
to be so frank re the affairs of other people. I think this has come 
to be such a dangerous situation that the American people have to 
know at least what we think the underlying facts of the dispute to be. 

In that speech I talked about the new attitude of the Soviet Union. 
I am worried about the step-up of activities in the Middle East by the 
Soviets. I talked last Thursday, for instance, to an archbishop who 
is in a position to know what is going on within the Orthodox Church 
in a state in the Middle East. He says there, in just a short period of 
a few months, that, in the eyes of the common people, Russia has 
turned out to be the hero. The Russians putting money into the 
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church, but they are playing up our present stand in the United Na- 
tions as being completely anti-Arab, while the Russians are backing 
the Arabs. 

Mr. Vorys. That is something that these members of our committee 
who are experts on the Near Bast would know about. I wish you 
would make it clear for those of us who are not experts on that area. 

Mr. Byroapg. To begin with, Russia has vetoed, twice, resolutions 
in the United Nations. She has by those moves joined the Arab side, 
supposedly against Israel in this dispute. 

Now, in the past 6 years, the Security Council has been free of the 
Soviet veto on this subject. I know that—well, I'll have a chance to 
look at the record, won’t I? 

Chairman CurrerFreLp. Do it any way you wish. 

Mr. Vorys. You can cut it out here or cut it out later. 

Mr. Byroape. I think perhaps I should go off the record here. 

(Discussion off the record.) 

Mr. Byrroapr. Now, you can go back on the record. 

We think that one motive of the Soviet Union is to make the area 
feel that they are really trying to be friendly. We think the chief 
motive is to stymie the United Nations and the Security Council in this 
tense situation and make it unable to be a factor of stability. 

So as I say, we are rather concerned about it, and I would hope that 
the governments that I talked about, all of them, Arabs and Israeli, 
would think a bit about these matters instead of trying to pick out 
just what seems to hit them. 

I'll be giving you the whole speech if I keep on here. 

Mr. Vorys. The subject of your speech is just what we want to know 
about—“facing realities in the Arab-Israeli dispute.” We want to 
know the general idea and also to what extent the program before us 
fits into that situation. 

Mrs. Boron. It seems to me that one of the important values of a 
closed session like this, is that this committee be made aware of the 
actual situations in these various areas. It cannot be talked about 
outside. They are too flammable, but it seems to me that as a com- 
mittee, we should know, for instance, that Russia is moving with 
great force into the Near East. Some of us know it but the committee 
as a whole really does not. I hope the Secretary will feel that he can 
give us a rather exhaustive picture of what is really going on, and 
knowledge of the actual things that are happening. 

Thank you very much, Mr. Secretary. 

Mr. Brroave. The things I have spoken of, of course, are on a politi- 
‘al level. We feel, while we are not asking for, in general, more assist- 
ance than last year, we feel it is still the best way in the long run to 
combat what we are afraid may happen. I have looked upon the 
Middle East as being relatively free from Soviet attention simply 
because—and as I say in this speech—I think they have looked upon 
it as an area that can wait, but there is certainly no doubt that the 
more they are stopped in Europe and in the Far East, the greater the 
danger is going to be in the Middle East. 

We see policies of ours, such as standing behind the Turkish- 
Pakistan pact, assistance to Iraq, general assistance in the area for 
economic development; point 4; we see all of that as the right direction 
in which to combat this move. Whether or not programs such as 
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these, which are relatively small, are going to do the job or not I don’t 
know, but we see no other way to approach it. 

Mr. Vorys. There is another way to approach it which, of course, 
is being thought of by people in Congress and elsewhere and I would 
like to have your comments. That approach would be to say, “A 
plague on both your houses. We are not going to continue to pour 
out money where we are not appreciated and where both sides refuse 
to abide by the United Nations resolutions or refuse to carry out the 
policies that we deem absolutely necessary for the peace and security 
of the area.” That is another alternative. 

Mr. Byrroape. I think, sir, that the first job is to try to see that 
these people see the same dangers we do. That isn’t the case today. 
Part of our concern about the Middle East is that they will judge 
these moves of Russia as being friendly moves—I am talking about 
the people. They have not seen as much or thought as much about 
Russian intentions as we have because their troubles seem to be more 
local. States around Israel fear Israel. Israel itself feels insecure, 
surrounded as she is. I don’t believe, with all of the troubles there, 
we would be doing the United States any service by saying, “Well, 
you have so many troubles, you don’t see things as we do, we are not 
going to try to help.” 

I think our policy of impartiality between Israel and the Arab 

States is the only policy we can conscientiously have and the only one 
that will get through this period, but I predict 2 or 3 pretty rough 
years. 
' Mr. Vorys. Of course, when figures are published which show that 
our policy of impartiality is 50-50, substantially the same amount 
for 1.5 million people in Israel and 40-odd million in the Arab States, 
I am informed that doesn’t impress the Arabs as impartiality. 

Mr. Byroape. I am sure it doesn’t, Mr. Congressman, but I would 
hope a they could see what the trend is in the United States in this 
regard. 

We are basing our assistance to Israel solely on economic grounds— 
not political. We believe there is a certain minimum requirement. It 
has been necessary for the United States to see that the standard of 
living is such that there is not instability, riots, and so on, which can 
influence the acts of their government. 

In the Arab States, last year was the first time we had any authority 
from Congress to assist them through other than point 4 funds and 
Arab refugee funds. 

The type of assistance needed in the Arab world is one generally of 
a long-range construction nature. I think we told the committee a 
year ago that in some states we might not even get started the first 
year, and for a number of reasons. 

I believe now we are at a point in working with governments where 
our assistance can begin to show some effect. I believe that the trend 
in the volume of aid, if Israel continues working as hard as she has, 
can be a downward trend in Israel; and I think that projects will be 
worked out so that we can certainly do far more in the Arab world. 

Remember, we went from about $70 million last year to $52.5 mil- 
lion in this fiscal year. 

Mrs. Botton. For Israel ? 

Mr. Brroape. Development assistance for Israel is planned at $52.5 
million this year, and we have not been able to commit all the money 
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we wanted to in the Arab world for several reasons, but I think the 
trend certainly is one of attempted impartiality. 

Mrs. Bouron. What is it in our relationship with Israel that makes 
the Arabs feel thant Israel has already received everything it has asked 
for, and that we are just going to do everything in the world they 
want! Maybe you would rather have somebody else answer it. 

Mr. Byroapr. Well looking at the history of it, they see the United 
States taking the leading role in the establishment of Israel. They 
have seen Government as well as large private support for Israel. 
They have seen that over a period of years. In that period of time 
there was no program such as we are asking for now. They have felt 
that Israel would receive undue consideration in our eyes, because a 
portion of our population is of the Jewish faith and they exert an in- 
fluence on our national policy. All those things put together multi- 
ply the dangers in their mind as they see them to where, as I say, a 
year ago they thought we would back anything Israel did. 

I believe while we are going through a period where the Arabs are 
critical of us as well, I know that they see some changes in that policy. 
I think at the time of the Kibya incident we were beginning to make 
a great deal of progress. I think when anything like that happens 
the net loser is the United States as well as Israel. Their first hatred 
and renewed passions are against Israel, but on second thought they 
say, “Well, there wouldn’t be an Israel but for the United States,” and 
they found a United States cartridge shell and they say, “Well, look, 
who is really our enemy? Who has done this?) The United States has 
done it.” 

Since then the borders have been very tense. 

Mrs. Bouron. There was another incident just a few nights ago. 
bie went over into Jordan and wrecked a village. 

.. Byroape. I think the most serious one recently was Nahalin. 

Mrs Botton. Yes, but just within the last week there has been some- 
thing in the papers about it. 

Mr. Byroape. Our principal job is to calm down the border situa- 
tion. We will have to try through the U. N. and otherwise to do it. 
There will be no peace as long as there is this terrible situation along 
the borders. 

Israel has pulled out of the United Nations Mixed Armistice Com- 
mission and pulled out of the local commander’s agreement on the 
Jordan border. We feel that is a great pity and she should find some 
way to come back. If she does, we think the Arabs should not refuse 
to talk about the border situation itself, but try to make it better. A 
great difficulty is, every time talks are demanded the Arabs consider it 
is a backhanded way to get them into a peace settlement. 

It often happens that way but just demanding peace isn’t getting 
us anywhere, 

Mrs. Borron. I will yield for the time being, Mr. Chairman. 

Mr. Burueson. Mr. Secretary, is not the overall problem in the 
Middle East the fact that there is leadership in Israel without too 
much encouragement for its own economic support, as opposed to the 
lack of leadership i in the Arab States, which does have great economic 
possibilities, with certain developments ? 

Mr. Byrroape. Yes; to a certain extent that is true. The Israeli 
have professional people, they are educated in what we would call the 
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modern sense, and they know how to get things done. The Arab 
world has not taken advantage of all their possibilities. Basically, 
many of them are not sure they want to change their way of Jife 
enough to strive for material improvement, as we would refer to “im- 
provement,” that changes the order of things. 

Mr. Burteson. That being true and using that as a predicate, what 
can we hope for? How can we reconcile these situations? Are we 
developing leadership in the Arab nations to such an extent that we 
can have encouragement they will cooperate; that they will do the 
things necessary to strengthen that area? 

Mr. Byroape. I think that is the real hope. Now, you spoke of our 
developing leadership. That is a very difficult thing to do. Nev- 
ertheless, there is a new generation coming along in the Arab world. 
It is more advanced by our standards. It is not so emotionally in- 
volved with the establishment of Israel. I think it also sees the inter- 
national complications of a problem like the Egyptian problem better 
than the older people. 

The problem is, going back to the Arab-Israeli matter—to let these 
people grow up in an atmosphere where they can do something 
about it. 

For instance, I said in this speech, talking about the need for a 
period of tranquillity, that—while I didn’t mention the new youth 
coming along—depends on whether the old fires of hate are contin- 
uously fed. If they are, you are going to have a new generation 
which, politically, probably can’t do any more than the old one, but 
off the record, for instance 

(Discussion off the record. ) 

Mr. Burteson. Now, the other side of this situation—Israel. Isn’t 
it a fact that if Israel was not receiving support from this country, 
whether it is in the sale of bonds; whether it is by private contribu- 
tions, or whether it is grants-in-aid, its economy would collapse in a 

very short time? Is that not true? 

Mr. Byroave. I think that is right. 

Mr. Burreson. Then, does this mean it is going to be a continuing 
thing; that this country is going to support the State of Israel in- 
definitely when really there isn’t too much prospect that it is going 
to have an economy to support itself? Particularly must this be 
true if, as I understand to be correct, another 200.000 refugees are to 
enter the country in the near future. What are prospects there under 
these conditions ? 

Mr. Byroapr. I think they are better than your remarks would 
indicate. Immigration is stopped to the point where the numbers 
outgoing exceeded the i incoming in the last 3 or 4 months. That is due 
to a number of natural factors and one is economics. I don’t believe 
you are going to see greatly expanded immigration. On the other 
hand, our assistance has been planned and “used for development 
which can help make Israel self-sufficient. They have done a good job 
at that. With their reparations now being received from Germany, 
if they keep going at the present rate, we foresee a decrease in assis- 
tance needed from this country every year, and we can see pretty well 
the end of this situation over a period of years. 

Now, if something happens around the world to cause a further 
influx of people, that would change the whole situation. 
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I wouldn’t say that we must look forward indefinitely to support 
for Israel from United States Government funds. 

Mr. Pauw. The trend is definitely downward. We have projected 
as you know, Mr. Congressman, a reduced level of aid for the coming 
year. 

(Discussion off the record.) 

Mr. Pau. The emphasis of the program is very definitely shifting 
from the business of feeding refugees and getting them out of the 
tent cities and into some productive use. The Israeli have demon- 
strated to us that we can now concentrate our assistance in the develop- 
mental fields which they need to bring up if they ever are going to sup- 
port themselves. They are never going to become self-supporting in 
food, in all probability. Right now they are importing $80 million 
a year of foodstuffs. To the extent we can decrease that through 
improved agriculture and to the extent that we can bring up the 
export industries of Israel, which does have some potential, particu 
larly if they will concentrate more on using their own local raw ma- 
terials, we see real hope that in the near future, this can be cut down 
toa minimum. 

Mrs. Botron. Will the gentleman yield a moment ? 

Mr. Burieson. Of course. 

Mrs. Borron. You speak of getting the refugees out of the tent 
cities. Two-thirds of them are out now, are they “not? 

Mr. Pau. I think at least two-thirds of them are out. 

Mrs. Boron. I think we should be very definitely aware of this, 
Mr. Chairman. 

Mr. Pau. It is a problem of integration now. A lot of them, of 
course, are not equipped in background and training to do the kind 
of thing they should do, which is to get out of the cities and onto the 
land. That has accounted for some of the exodus that Mr. Byroade 
has referred to. 

Mrs. Boiron. Those are the Israelis. 

Mr. Pau. Yes. 

Mrs. Bouron. I was speaking of the Arabs. 

Mr. Pauu. The Israel tent cities have just about all been eliminated. 

Mr. LeComrre. How old is the State of Israel now ? 

Mr. Byroapr. Seven years. 

Mr. LeCompre. Have we contributed every year of those 7 years? 

Mr. Byroape. Yes. 

Mr. LeCompte. In a decreasing amount ? 

Mr. Paut. No. Asa government they started in 1952 with grant 
assistance. The Export-Import Bank loaned Israel $135 million— 
I don’t recall the exact date of that loan. I have been informed it is 
1949, 

Mr. LeCompte. We have for at least 5 years contributed either to 
grants or loans of some kind ? 

Mr. Pau. Yes, sir. 

Mr. LeComrre. Are you optimistic about those people being able to 
support themselves in the near future? 

Mr. Paun. Well, I wouldn’t hazard a guess as to the exact date but 
the trend of our aid has been going downward. The Export-Import 
Bank loan of $135 million, has never been renewed or enlarged. Grant 
aid has gone down from a level of $73 million in fiscal year 1953, to 
$52.5 million in this current year. 
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(Discussion off the record.) 

Mr. Pavr. There are so many uncertainties in their exports and 
other aspects of their economic situation that it is rather difficult to 
predict exactly but the trend is definitely downward. 

Mr. LeCompre. If I might ask you—and I haven’t any racial feel- 
ing or prejudice, the people of Israel are all Jews, are they not, of the 
Jewish race or religion ? 

Mr. Byroapr. There isan Arab minority. 

Mr. Vorys. And there are some Christians ? 

Mr. Byroapre. Yes. 

Mr. LeCompre. As far as producing food, those people are not farm- 
ers. Ihave never seen a Jew on a farm in Iowa. They are the smart- 
est people in the world but they do not farm. 

Mr. Brroape. That has been one of the troubles in Israel. The im- 
migrants are usually urban people and it has been difficult for the 
Government to get them out on a farm. 

Mr. LeComrre. I don’t mean that they are not industrious or aren’t 
smart, but they are not farmers. They aren’t in this country. 

Mr. Byroape. And they weren’t in Europe, largely, either. 

Mr. Pauw. They are learning to become farmers. I think the facts 
on their agricultural yields are » quite impressive. For instance, many 
things they had never done before, such as to redevelop the rangelands 
in Israel. In that they have made remarkable strides. 

Mrs. Bouron. Will the gentleman yield? 

Mr. LeComrpre. Yes, indeed. 

Mrs. Bourton. Isn’t one of the very galling things to the Arabs who 
have been shoved out of those agricultural lands, that they have to 
sit there and see them just going to pieces because there isn’t the farm 
element in the Israeli people? 

Mr. Byroapre. Many of the old areas aren’t being farmed and the 
Arabs do a pretty good job of farming under the conditions existing 
there. 

I think, Mr. LeCompte, there are other factors through which 
Israel could become more self-sufficient. One is the Arab boycott. 
They are boycotted now. There is no trade back and forth across 
the borders. 

Mr. LeComrre. There is no communication, even, with Jordan; is 
there ? 

Mr. Byroape. That is right. However, the boycott affects Israel 
in other ways. For instance, through the Suez Canal. There is oil, 
fairly near in the Middle East, but Israel has had to get oil from 
Venezuela. That is a great added expenditure. 

Of course, one of the objectives of our policy is to get conditions 
so eased, that the boycott can be gradually lifted. 

Mr. Pavt. It hurts the Arab economies as well. 

Mr. LeComrre. I have no further questions. 

Chairman Crrrrrrrevp. Mr. Harrison 

Mr. Harrrson. I have no questions. 

Chairman Curperrtecp. Mr. Jackson 

Mr. Jackson. Mr. Chairman, I should like to know something about 
this arms situation which has resulted in a considerable number of 
letters to my office, as I imagine it has to other offices. 

What is proposed to be done relative to the shipment of arms to var- 
ious countries in this area? 
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Ma. Byroapr. Now, Mr. Jackson, there aren’t that many. Are you 
including Pakistan ¢ 

Mr. Jackson. No, I would except Pakistan. 

Mr. Byroape. The only agreement we have made is with the State 
of Iraq which was made last week. 

(Discussion off the record.) 

Mr. Byroapg. Now, it doesn’t mean immediate shipments of muni- 
tions—I am sure the people of Israel picture boats loading right 
now. It doesn’t mean that. A team will go out there. When they 
get back we have a decision to make. No Socloham has been made on 
amount, timing, character of equipment. What we do has to fit care- 
fully into what they have and A there is a standardization prob- 
lem because their equipment is now British. Some of what we do 
I think probably should be offshore procurement, to keep from com- 
plicating the problem. 

There is a new spirit in Iraq. One of my keymen just got back. 
For the first time you have the government of that country going 
around making open and effective anti-Communist speeches. There 
is a new feeling of friendship toward the United States. I think 
if we can respond to their aie, being careful to keep in mind the 
troubles in the area, that it is a very good thing for this country to do. 

(Discussion off the record.) 

Mr. Vorys. Will the gentleman yield ? 

Mr. Jackson. Yes, I yield. 

Mr. Vorys. The Iraq Information Service has been sending mate- 
rialtous. I had here one day a speech from the throne, or a speech of 
the Prime Minister, and according to the speech, the main foreign 
policy was to hold against Israel, and in which it was said that a new 
look was being put upon the Arab League, due to a meeting they were 
calling, or something like that. 

Now, I am trying to summarize briefly a speech that I haven’t read 
for a long time, but is that typical of the public viewpoint of the 
Iraq Government ? 

Mr. Byroapr. It is typical of some of the speeches that are made for 
domestic political purposes. 

(Discussion off the record. ) 

Mr. Jackson. I don’t want to impinge at all upon the executive 
nature of this session, but can it be said publicly that only one Arab 
country is involved in any arms shipment ? 

Mr. Byroapre. I wouldn’t want to limit ourselves in the future to 
that. 

Mr. Jackson. Is it presently contemplated that there is to be only 
one country ? 

Mrs. Botton. What about Syria? 

Mr. Byroapr. There are no negotiations there. 

Mr. Pavt. I think it has been announced publicly that aid has been 
authorized for Saudi Arabia, though they have not signed an agree- 
ment. 

Mr. Byrroape. Most of the public impression seems to be that this 
is a going thing involving a lot of states. For instance, I recall a 
press conference in Tel Aviv where an official of the government 
was complaining about large shipments of arms to Iraq, and an 
American correspondent said, “Well, there haven’t been any shipments 
to Iraq; have there?” 
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He said, “No; I was talking about future shipments.” The Iseaeli 
correspondents seemed amazed. They have been under the impres- 
sion that we are pouring in guns all over the place. I do wish they 
wouldn’t exaggerate to that extent. 

Mr. Vorys. Will the gentleman yield on this question of military 
equipment ¢ 

Mr. Jackson. Yes. 

Mr. Vorys. Could we ask you or General Stewart whether there is 
any shipment of arms under reimbursable aid or shipments under the 
Munitions Control Act, to Israel or to any of the other countries in 
here—to Israel or the Arab countries? 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, UNITED STATES 
ARMY, DIRECTOR, OFFICE OF MILITARY ASSISTANCE, DEPART- 
MENT OF DEFENSE 


General Stewart. We sold some equipment to Saudi Arabia. To 
the best of my knowledge and belief, we haven’t sold it to the others, 
except Israel. 

Mrs. Bouron. Do we have more than the mission in Saudi Arabia? 

General Stewart. No, ma’am. 

Mrs. Botron. We have had that for a long time. 

General Srewarr. We have an air installation, there. 

Israel has been authorized (security deletion) worth of military 
equipment. No deliveries have been made. 

Mr. Vorys. Is that under reimbursable aid? 

General Srewart. Yes, sir, under reimbursable. 

(Discussion off the record.) 

Mr. Jackson. I have but one more observation, Mr. Chairman: Is 
it contemplated that we are to continue to take the irritating evidences 
of Nehru’s continued amity and friendship as indicated some days 
ago in his refusal to permit the transport of troops from France to 
Indochina by air across India, or do we take the position that such 
acts may force us to review the matter of India? I happened to 
have been home in California at the time of the transport of the 
troops, and Nehru’s statements created widespread indignation. It 
brought up very logically, I thought, the question of our position 
with respect to the aid contemplated in this bill for India, and I 
wonder just how far it is anticipated that we will go in the face of 
what constitutes to me, at least, open affront. 

Mr. Byroape. Mr. Congressman, we planned to devote as much time 
as you wished tomorrow on that question. We have Ambassador 
Allen here from India, and I think we are scheduled to appear at 
10 o'clock. 

Mr. Jackson. Very well. 

Mr. Vorys (presiding). Mr. Harrison—— 

Mr. Harrison. I have no questions. 

Mr. Burieson. Mr. Chairman, may I ask this question: Reference 
was made to the $135 million Export-Import Bank loan to Israel. 
Do they not now have a pending application for another loan from 
the bank? 

Mr. Byrroapre. No, sir: they have not. 
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Mr. Burueson. I understood they had recently made an application 
for another loan of $100 million. 

Mr. Pauw. They had made application, I believe, a little over a 
year ago, for a loan that would, in effect, accomplish what they them- 
selves have accomplished through this refunding operation of theirs, 
and the loan was turned down. . 

Mr. Burteson. When you say “refunding,” is that the bond sale? 

Mr. Pavt. No, sir; this is the problem of getting pledges from the 
Jewish community in the United States in advance of the time when 
their regular contributions to the United Jewish Appeal might be 
made, in order that the cash might be made available in advance so 
they could cover their short-term debt obligations. They had a short- 
term debt of, I believe, $110 million the payments on which had to 
be met day by day, and week by week, which prevented their doing 
any long-range planning. They applied to the United States for 
assistance through an Export-Import Bank loan. As I say, this was 
over a year ago, in my recollection, and it was turned down. 

Mr. Burteson. That reminds me that the subcommittee recently 
asked the question if the contributions from this country to Israel 
were tax exempt. Have the courts held that such contributions are 
a deductible item from income tax; do you know whether that is true 

Mr. Paun. Yes, sir: they have held that it is. 

Mr. Burteson. The Internal Revenue Service, as I recall, held orig 
inally that it was not and the courts later determined that it was. 
Is that correct ? 

Mr. Pauu. They obtained a recent ruling. I don’t know what the 
past rulings had been, but a recent ruling, when they were carrying 
on this big refunding drive, before anyone would contribute, they 
wanted an assurance on that point, and they did get a ruling from the 
Internal Revenue Service. 

Mr. Burveson. One other question: Can you give us the amount of 
the reparations to date which have been paid to Israel ? 

Mr. Byroapr. From Germany ? 

Mr. Burieson. Or any other source. Where, other than Germany, 
do any come from? 

Mr. Pau. I have some data on that. They are expecting to realize 
a little over $50 million this y The total is around $700 million. 

Mr. Byroavr. This is from cca 

Mr. Pau. This is from Germany ; yes. I don’t know of any other. 

The settlement terms were $715 million, or 3 billion deutschemarks 
in 12 years. ne ‘ly $96 million was to be made available by 
March 31 of this yea Orders were ph ced for that entire amount, 
but deliveries pro bably won't exceed $50 million this year, and they 
expect about $55 million during 1955, 

The major items are fuel, industrial equipment, ferrous and non- 
ferrous metals, and other industrial products. 

Mr. Burieson. For 12 years? 

Mr. Pau. Yes, sir. 

(Diseussion off the record.) 

Mr. Buruieson. I think it was in 1952 that this country released 
approximately $2 billion in claims against Germany. I understood 
that probably was to be put on the account to support the reparations 
which Germany was paying to Israel 
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Mr. Brroape. It is my recollection, Mr. Burleson—I may have for- 
gotten, but I was in charge of German affairs for the Department of 
State—that we were very careful to keep these things completely 
separated. 

In other words, there wasn’t the type of understanding that a reduc- 
tion of claims of the United States meant that payments could go 
another place, in that German debt settlement deal. 

As for reparations from Germany to Israel, our Government has 
never been a party to those negotiations. 

Mr. Burueson. At least our cancellation of claims against Ger- 
many enabled them to meet their reparations payments to Israel. 

Mr. Bysoapr. Obviously, it had a bearing on the German balance 
sheet. 

Mr. Burieson. But there was no agreement between this Govern- 
ment and the Bonn government that our cancellation claims would 
go into the reparations fund. 

Mr. Byroabe. I am certain there was not. 

Chairman CriprerrreLtp. Mr. Prouty. 

(The then following question was stricken, and the answer not 
reported, by order of the chairman. ) 

Mr. Provry. Isn’t the major Arab concern that if some of these 
problems are worked out, eventually the Israelis will dominate the 
entire area economically? Is that not really the problem? 

Mr. Byroape. Well, I don’t think they are as much worried about 
the economic side, as they are, really, about the intrusion of a new 
way of life. They don’t want to leave their age-old ways of living. 
For instance—this is off the record. 

(Discussion off the record.) 

Mr. Provury. I have one more question: Is there any great potential 
insofar as Israel’s industrial development is concerned, beyond its 
present capacity? Where is it going to sell its goods if it increases 
productive capacity? Moreover, it has no important source of raw 
materials. 

Mr. Pauw. Well; the export potential in that direction is quite 
limited in absolute terms. However, they can increase their exports 
of cement, glass, and they are building up their ceramics industries, 
but I don’t think it would be too substantial. The market would 
probably largely be a European market. They are presently en- 
gaged in considerable trade with Turkey and Finland and other 
countries in Europe. Outside of the industrial field, they have quite 
a potential in citrus crops for export. 

Mr. Proury. That may well be true, but I am wondering about 
industry. They are competing: with Western Europe and are also 
competing with American manufacturers, 

Mr. Pau. They certainly have a potential. 

(Discussion off the record. ) 

Mr. Pauw. The field is definitely limited, but if they would stick to 
the things they can produce and can use their own local raw ma- 
terials for or increase that, there is room for considerable expansion. 
Not as much as I think they would like. 

Mr. Provry. Is it true to say that essentially they must remain 
an agricultural economy ¢ 


Mr. Pauu. Yes, sir. 
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Mr. Prouty. And they must develop that. 

Mr. Pavuu. That is the No. 1 problem, I should say. 

Mr. Proury. I would like to ask just one more question: 

When Mr. Smith and I were in the Middle East last fall we were 
given a particularly extensive briefing relative to point 4 operations in 
one nation which we visited. 

Later I found out that this briefing had been carefully rehearsed 
Y or 3 days in advance of our arrival, and it is my assumption that 
those who participated were carefully instructed as to what they 
should say or not say. I have since been informed that the country 
director in this nation does not countenance opposition or suggestions 
from members of the country team and, to some extent, this was borne 
out on a tour of projects which Mr. Smith and I took in company 
with the country director and key members of his staff. The country 
director seemed inclined to answer most of the questions which Mr. 
Smith and I asked, particularly when these were of a critical nature. 

It seemed to me that this particular country director, while able 
and sincere, represented the social welfare approach to a degree which 
is not practical in the area in which he is charged with administrative 
responsibility. 

Mr. Paut. May I see you on that, Mr. Congressman / 

Mr. Proutry. Yes. 

Mr. Vorys. We are all interested. 

Mr. Provury. It was in Iran. I will say that. 

Mr. Pau. Well, that does surprise me. I have spent a little bit of 
time in Iran myself, last summer, when they had this financial crisis. 

didn’t have time to look into the point 4 program too much. I 
spent most of my time with the Ambassador and Mr. Warne trying 
to get a recommendation on how much emergency aid was needed, 
but I did have a chance to talk to practically everyone in that mission, 
and I don’t mean in staged sessions, either, and I have seen many of 
them since then and my impression was that in two respects, both with 
respect to the success of the program, and also in respect to the morale 
of the mission, that this was one of our best. 

I am quite surprised to hear that, sir, and it certainly is contrary 
to the information we have been getting. 

Mr. Proury. Here is a statement I would like to read from a letter 
I received from someone who is rather active in the program over 
there. Again, I am referring to point 4: 

The Persian people have been traders for centuries, and they drive a hard 
bargain. One of the most serious faults in the program in Iran has been the 
Americans’ willingness to buy their way into the country. Again, we have 
learned from that in the area where I am located, and work only in villages 
where the landlord pays a major share of the cost. And they do respect us for 
not being suckers. 

It is ridiculous for point 4 to go into a village and spend $200 which, in this 
country, is a good-sized sum, when the owner of the village has that much money 


that he could readily use there for a hand pump and the local equivalent of a 
latrine— 


there is a lot in this letter, and I happen to have considerable faith in 
the writer, and in his objectivity and judgment. I would like to dis- 
cuss it later, but I shall not take more time now. 

Chairman Curperrtetp. May the Chair make a short statement? 
We put restrictions on ourselves with regard to our executive sessions. 
I notice some of our guests are taking notes. Of course, we want them 
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to keep the same restrictions that we have as members, and keep off 
the record just the same as we do ourselves. We ought to be very 
careful about taking anything out of this room, insofar as notes are 
concerned. 

Mr. Proury. Mr. Chairman, could I read just one more sentence 
from this letter so it can be on the record ? 

Chairman Cureerrrecp. Yes. 

Mr. Proury. This is a part of the sentence: 

It was extremely unfortunate that the special emergency grant of money from 
the United States was distributed through point 4, because these people, most 
of them, have no idea what the difference is between point 4 and the emergency 
grant, so when point 4 officials pass out large sums of money for emergency 
employment, to build projects such as streets, bathhouses, brick kilns, they 
assume that one of our major jobs is to give away money. And naturally, they 
are unwilling to give up their own money if they think we'll give it sooner or 
later. 

Mr. Byroape. I am really amazed, Mr. Congressman, because this 
is the program that I have held up as being our best in Iran, insofar 
as reaching people is concerned and having an effect. I would like, as 
well, to have discussion with you on it. 

Mr. Prouty. I will show you the letter after the meeting. 

Mr. Burieson. May I have one more question, and that is about 
Iran, also. In connection with the oil situation there, Mr. Secretary, 
I understand that it is probable that the matter of oi] production in 
Iran will be settled in the very near future, if it is not already. 

Mr. Byroapr. I think, so far as I know through official records, the 
announcement last night was a bit optimistic. We haven't seen the 
text of that, but there was a report from Iran that they were on the 
verge of agreement. I hope at the time I see this record it will be true 
and T can cut this all out, but I think it is a little optimistic. 

We are running into very basic problems of trying to fit a com- 
mercial solution to the problem, under the Iranian nationalization 
laws. It has been my impression that it would go on another month 
or two, but I do know that the Iranian Government wants settlement 
and I know the British Government wants settlement and I know the 
oil companies who are in this want settlement, and with all of that, 
] believe we are going to get through this. 

Mr. Burieson. Then I will get in my standard question as to the 
market for that oil. Where is the market for that oil going to be? 

Mr. Byroapre. As much as possible, its previous markets. For this 
oil the big market, of course, is Europe. It is sterling-area oil, and has 
been. We think by and large, that that can be the case, again. For 
instance, we don’t see large imports into the United States if that is 
what you have in mind. 

Mr. Burtieson. It is, very definitely. 

Mr. Byroape. And there will be some far eastern markets, too. We 
are trying to get it back into its natural market. 

Mr. Burieson. Thank you. 

Mr, Gorpon. I don’t know to whom I should direct my question. 
Is there in operation in Israel a taxation system on the people? Is it 
in operation ? 

Mr. Pauw. Yes, they do have a system of taxation. We have some 
data on that, if you would like to have it furnished for the record. 

Chairman CutprerrieLp. That will appear in the record. 
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(The information referred to is as follows:) 





NOTES ON ISRAEL TAXATION SYSTEM 





The tax system in Israel is predicated very largely on ordinances established 
during the mandate period in Palestine, but there have been many and significant 
modifications aimed largely at increasing the ratio of direct taxation. Compared 
with other countries in the general area, the system in Israel shows marked 
progressivity, even though it is still true that weaknesses, particularly in collec- 
tions from nonsalaried taxpayers, result in certain regressive tendencies. 

In the pre-Israel period the customs tax was the main source of revenue. 
The income tax is now the major source. The percentage of income taxes to 
total tax revenue is increasing and is estimated at 53 percent in 1954-55 as 
against 33.9 percent in 1950-51 and 23.7 percent in 1948-49. Direct taxation 
as a percentage of total revenue from all taxation has risen from 33.4 percent 
in 1948—49 to 48 percent in 1953-54 and an estimated 55 percent in 1954-54. There 
has been a corresponding increase, though the total value is much smaller, in 
the proportion of taxes on nonessential products to the total indirect taxation 
revenue, as well as to total revenue, Tobacco, liquor, and luxury taxes accounted 
for 11.9 percent of the total revenue in 1948-49; for 1954—55 they are estimated 
to account for 25 percent of the total. 

The income-tax law now provides for substantial allowances for families (par- 
ticularly those with more than two children) and for educational and social 
purposes. Tax rates on taxable income vary from 15 percent on taxable incomes 
up to [£300 to 50 percent on incomes above T£2,100. In addition, excess-tax rates 
on income above I£2,700 range from 5 percent (a total tax of 55 percent) at that 
level to 30 percent (or a total tax of 80 percent) on incomes over I£7,700. Since 
1952 the burden on the lower-middle groups has been lightened relatively, as the 
80-perecent figure earlier applied to incomes over I£2,100: however, because of 
inflation, this change is not as drastic as the figures might at first suggest. 

Despite these significant shifts in revenue patterns, there are still major diffi- 
culties in income-tax collections which have attracted charges of “regressive” 
taxation. This is so largely because salaried employees and wage earners are 
on a pay-as-you-earn or deduction-at-source scheme which insures taxation on 
a high proportion of total taxable earnings. This happens to affect mainly the 
small income groups with relatively fixed incomes and to miss to much greater 
degree the larger unascertainable incomes. The Government has taken a number 
of corrective actions and is now preparing to insure that the persons with income 
from sources other than salaries and wages are put on a pay-as-you-earn system 
somewhat similar to that in use in the United States. The Government is also 
preparing to take more vigorous action to insure compliance with revenue laws, 
including the initiation of prosecution against evaders and the publication of 
returns of individuals making up professional groups when the disparity between 
returns suggests wide-scale evasion. Rates are to be further increased on luxury 
and semiluxury goods, gasoline, tobacco, and wine. 

The Israel Government has requested technical assistance from the U. N. 
in improving tax systems, and from the United States in the improvement of 
the administration of income-tax assessment, collection, and enforcement aimed 
largely at— 

1. Arriving at means of clearing up the backlog of uncompleted assessments 
for previous fiscal years, especially among the self-employed. 

2. More equitable assessments for the self-employed (sample tabulations indi- 
cate average assessed income this group lower than rates for wage earners 
subject to collection at source). 

3. Improved system of declarations. 
4. Improvement in the operations of the income-tax offices. 


Mr. Proury. There was some intimation that the wealthier people 
were not assuming a fair share of the burden, was there not? 

Mr. Paut. Yes, sir. 

Chairman Cutrerrtetp. Mrs. Bolton 

Mrs. Boiron. What about the military responsibility of the British 
in the area? Do we cooperate with them, for instance, in Jordan? 


Are we cooperating? 
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Mr. Byroapr. We certainly are cooperating and want to increase 
our cooperation. The British have treaties with Iraq and with 
Jordan. These we think, are beneficial. We think the Arab Legion, 
for instance, in Jordan, is a factor of stability. 

It is rot our desire or purpose in any way to try to replace the 
British. What we are trying to do is supplement their aid and try 
to meet the new situations we see. 

Mrs. Bouron. Are we working at all, as yet, with Syria in any 
training program ? 

Mr. Byroapre. No; we are not. Syria is under a caretaker govern- 
ment, and I don’t believe she will deal with foreign matters until 
after her elections. 

Mrs. Bouron. What we haven't touched upon at all are the Jordan 
waters. Isn’t there something that we should know, here? Are we 
nearer a possible agreement on the Jordan waters ? 

Mr. Byroape. I think we are a bit nearer. I can’t be optimistic 
about it, but Iam rather amazed, that a proposal developed by United 
States engineers under the United Nations has been given the study it 
has. There have been a lot of meetings in the Arab world on this 
proposal of ours, technical committees have been formed, and there 
will be some discussion, probably late this month, with that technical 
committee. 

At the moment, we have this so-called TVA plan for the Jordan, 
developed by the United Nations. We have an Arab plan. I am sure 
we are ecing to receive an Israeli plan. 

The Secret ary General in the United Nations and his staff are becom- 
ing more and more interested, and there is certainly a possibility, in 
my opinion, of putting all of these ideas together and coming out with 
something constructive. 

It is a project which I believe the United States should stand for 
whether it works or not. We have tried to develop what seems fair 
to us, something giving the best utilization of waters for the greatest 
number of people. It concerns the international allocation of waters. 
I can’t say whether either side will accept it, but when we see some- 
thing so sorely needed, the time comes when you must take a public 
stand for constructive proposals. 

Mrs. Beuron. Thank you. 

I very much appreciate the fact that we have had as much time as 
this available for the background and the general information of the 
committee. However, I hope very much our financial gentleman will 
now feel free to leap into the situation and ask the questions he may 
have. 

Chairman Currerrtecp. Mr. Vorys. 

Mr. Vorys. In the program book, for the Near East, Africa, and 
South Asia, under “Development assistance,” there is a total of $278,- 
700,000, out of a total for the world for development assistance of 
$328,700,000. 

The President of the United States, in a message to Congress on 
March 30, said : 


There may be some cases in which modest amounts of grant aid to under- 
developed countries will importantly serve the interests of security. I further 
agree that in other situations where the interest of the United States requires 
that dollars not otherwise available to a country should be provided, such sup- 
port to the maximum extent appropriate should be in the form of loans rather 
than grants. 
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Then he goes on to say: 


In extending such loans, we must be careful not to interfere with the normal 
lending activities and standards of the Export-Import Bank. The International 
Bank is the primary institution for the public financing of economic developments. 

I would like to know how much of this $278 million for the Near 
East, Africa, and South Asia, is contemplated in the form of loans 
under the policy laid down by the President of the United States. 

Mr. Byroape. I would like to speak in general there. Mr. Paul 
might wish to be more specific. Certainly, the policy is right, that 
private enterprise should be first preference, loans should be second, 
and grants should be third. I think the President, however, had in 
mind particularly this area when he used tlie phraseology at the begin- 
ning that there are some areas of the world where private investment 
and loan funds would not serve our ends. 

We should certainly try to reach the stage where they can as soon 
us possible. For instance, take aid to the Arab refugees. That could 
hardly be a loan. Take development in a state such as Jordan, which 
is one of the poorest states in resources in the world. There just isn’t 
the basis for the development that needs to be done, either from private 
enterprise or by a bankable loan. 

Mr. Vorys. Now just a minute. The President isn’t talking about 
a bankable loan. Executive departments, so far, apparently haven’t 
caught on to what it is the President is talking about, in following the 
recommendations of the Randall Commission, that they should be loans 
whether or not they are bankable loans. 

The idea is that where important security interests are not involved, 
we create an obligation to repay, rather than merely relying upon 
international gratitude, which has proven a rather fragile reed to lean 
on. Weare not talking about bankable loans. 

The President says in his message “loans”—not “bankable loans.” 
As to dollars that countries would like to have for various purposes 
that are outside of modest—and I quote “modest amounts of grant 
aid” which “would importantly serve the interests of security,” the 
President says, that such support to the maximum extent appropriate 
should be in the form of loans, rather than grants. 

Now, there has been about $1.5 billion—I am going to ask our staff 
or the presentation team to get the exact amounts—throughout our 
programs, including the Marshall plan, that Congress required to be 
in loans, and nobody is kicking about that. That is money that, if the 
world goes along all right, we may get paid back some day. And out 
of the various extensions of credit made since—I think I am correct, 
and I want to be corrected if I am wrong—out of the various extensions 
of credit since the end of World War I1, we have been paid back some- 
thing over $3 billion. At least the Department of Commerce report in 
April 1954 lists postwar payments of $2.6 billion in principal and $1 
billion plus in interest, a total of $3.6 billion. So that those who come 
in here and say, “Well, it is impossible to make bankable loans, and 
fuzzy loans are worse than grants,” the President is taking a different 
view, now, on that. I want to find out the extent to which this New 
Look is reflected in the proposals before us. 

Mr. Brroape. I don't think, sir, there is any difference. I was 

. . . > *¥° 
going to speak about this aspect of it. To us, I think, bankability must 
be a factor to consider in some fashion. 
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There is a great deal of difference between a so-called soft loan, to 
a country that has some conceivable prospect in the future that we can 
see of being able to pay back, and one which we can see and everyone 

can see does not. Then it becomes a purely political loan without any 
b: asis of bankability at all. 

What we hope to receive from our assistance are benefits in other 
ways from a country whose prospects of repaying loans are negligible. 
This is a question which has had quite a bit of study, but it is one > that 
I want to take up with our Ambassadors when we meet next week in 
Istanbul. By and large, across our area, full consideration has been 
given to this statement by the President. Some countries in our area 
provide the exceptions which I am sure he had in mind. 

Mr. Pauw. I would like to add that this does not foreclose the possi- 
bility that it would be hard—it would be impossible for me, Mr, Vorys 
to sive an estimate of how much of this year’s request—of the $378 
million you referred to—as I understand, that is the 1954, that is the 
current year’s program, and there are no plans that I know of to 
convert any of that 

Mr. Vorys. $278 million for this year, and $235 million in this area 
for fiscal 1955. 

Mr. Paut. If I may speak for a moment, the $235 million, it is quite 
conceivable that a part of that would be made in the form of loans. 
I can think of one example, particularly, where this might be a pos- 
sibility, depending on the outcome of the oil negotiations, 

Governor Stassen has indicated to us, that if at all possible, we 
should put further developmental aid to Iran on a loan basis just as 
quickly as it can be done. 

Again, in the light of the political situation, but this is definitely 
the way we would prefer to do business, if a country is receiving sub- 
stantial revenues. 

(Discussion off the record.) 

Mr. Pauw. Similarly, in the case of Syria, there are discussions 
with the International Bank about substantial loans in their develop- 
ment field. 

(Discussion off the record.) 

Mr. Pauw. This is a matter that is subject to continual exploration 
and something that may very well be on a Joan basis. 

Mr. Vorys. Now, I just happen to have the book open, here, to 
Israel. Take iron and steel mill materials and products, the pro- 
gram for fiscal year 1955, $3,800,000. Machinery and vehicles, $3,- 
300, 000. Construction mining and conveying equipment, $600,000. 
Electrical apparatus, gener ators, and motors, $1,200,000. Industrial 
machinery, $800,000. Motor vehicles, engines, and parts, $400,000. 

Now, those are a few items that I have wondered about. I note, 
for instance, in the program for fiscal year 1954, $3,700,000 for im- 
ported auto assemblies to be assembled in Israel and reexported. 

Now, was that fiscal 1954 item a grant, and would you propose that 
all of the items I have mentioned for fiscal year 1955 would be granted 
to Israel ? 





- 


Mr. Pav. Everything we have projected for fiscal 1955, we have 
projected as grant assistance ; yes, sir. 

Mr. Vorys. And the $3,700,000 for imported auto assemblies to be 
assembled and reexported, that was grants? 
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Mr. Pau. I would like to check that $3,700,000 figure. 
Mr. Vorys. It is on page 264. 

Mr. Paut. It is on a grant basis; yes, sir. 

Mr. Vorys. That is all, Mr. Chairman. 

Chairman Cuiprrrietp. Are there any further questions / 

Mr. Vorys. Could we say this, Mr. Chairman: We have been skip- 
ping around somewhat this morning. Is there any information that 
the presentation team feels we should have that we don’t have at pres 
ent? Is it not your hope that we will not be going through this area 
further ? 

Chairman Currrerrietp. That is correct. 

Mr. Pau. If I may, Mr. Chairman, I would like to take this op- 
portunity to say a word or two about the Iranian program, partly in 
unswer to Congressmat Prouty’s remarks, not with the idea of arguing 
against them, but simply to present the case as we see it, as far as the 
Iranian situation is concerned. 

It is quite true that in Iran there is still a lot of large landholders. 

(Discussion off the record.) 

Mr. Pauw. That is a serious situation and as long as it is allowed to 
continue, the country will never reach its full potential either in the 
developmental, economic, or political fields. 

It is precisely this problem we have been trying to attack through 
our aid program. When we moved into Iran in 1951, it happened 
to be after the oil nationalization and the loss of revenues that oc 
curred. That happened to be the fact of the situation. 

(Discussion off the record.) 

Mr. Pau. They hadn’t paid adequate attention to the agricultural 
field, the health field, or the education field. 

When we moved into that country in 1951—and we have been in 
there since then with substantial programs—these were the first prob- 
lems we addressed. It quickly became apparent to our mission that 
it wasn’t possible to deal with this Government in our activities be- 

cause there wasn’t any Government institution there to deal with in 
fields such as agricultural and public health. 

As a result, we ourselves Teomttaliond our operations into the 
remotest regions of the country where we have 11 regional offices 
now set up. We have been trying to get to the people, and I think 
successfully. An evidence of the success of our efforts is that the 
Government has changed its own development sights considerably. 

They have set up a “national extension service ; they have set up a 
national system of public health and sanit: ition which is going out to 
most of the provinces of the country, and in general, we have been, 
I think, quite effective in building up an awareness within the Gov- 
ernment of the problems which their people face, and also a sense of 
what is the first thing to attack. It is not a matter of building up a 
lot of uneconomic monuments [security deletion], but it was a matter 
of getting down to the people. 

I think our program has been demonstrably a very strong factor 
in this. 

Now, there are a lot of large development projects that must be 
undertaken in Iran. There is a dam just outside of Teheran which 
they need desperately as a source of power, additional water, and as.a 
source for additional irrigated lands. But we are not attempting, 
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through our program, to finance this type of large-scale project. That 
is definitely a loan proposition, we feel, and should be treated as such. 
But we are helping them technically. We are helping to keep the 
situation together in Iran, and I think we can make a case, Mr. Prouty, 
and other ladies and gentlemen of the committee, that this has been a 
successful program in reaching the people. 

Now, I could describe the program in more detail, Mr. Chairman, 
but I know your time is limited. We would be very happy to present 
any further detailed material either in writing or orally, to try to 
support that case which I think is supportable. 

Mr. Provry. Mr. Chairman, may I ask a question ¢ 

Chairman CurrerFrieLp. Yes, indeed, Mr. Prouty. 

Mr. Provutry. I wonder, Mr. Paul, if you consider building cultural 
centers for labor organizations at $40,000 or $50,000 apiece—I am not 
sure of the cost—as an important part of our program in Iran? 

Mr. Pavu. A cultural center for labor organizations ? 

Mr. Prouty. Do you recall what those were, Mr. Bullock ? 

Mr. Butxock. I do not recall. 

Mr. Proury. There were two buildings of that nature erected in 
Teheran. We are also spending considerable money for a water puri- 
fication system in Teheran. While this is probably justifiable I must 
confess that I acquired some reservation when told that 8 or 10 years 
would pass before the people would become educated to the use of 
pure water. 

Mr. Pau.. I am not familiar with this cultural matter. I would 
like to look up the project, if I may. 

Mr. Provuty. Also, I might say, in the USIS office, they have in the 
windows on the main street, or on a main street, numerous pictures of 
suburban construction programs in this country, homes such as we 
would build here. I couldn’t see that that served any useful purpose. 
If they are trying to persuade those people that they should enjoy 
those facilities in the near future—— 

Mr. Pau. It has been my understanding we have not directed our 
aid toward extravagant grants or high-priced suburban housing. 

Mr. Proury. I understand that, but at least those pictures were 
filling one entire window. 

Mr. Pav. Advertising it as a point 4 operation? 

Mr. Proury. No, but I suppose the idea was to encourage those peo- 
ple to enjoy that same high standard of living. 

Mr. Pav. These may be things that the Government is doing. They 
are no doubt trying, through a number of means, to tell the people 
that there is a better way of life available to them in the future. This 
seems to me like they are going a little bit too far, but I am not familiar 
with that exhibit. 

Chairman CurrrrrieLtp. Mrs. Bolton 

Mrs. Borron. Mr. Smith, who is largely responsible for much of 
the work of our subcommittee, is unfortunately ill, today. There are 
probably a good many questions he would have asked. 

Inasmuch as he is not here, may I suggest, Mr. Chairman, that when 
he reads these minutes, and if he has questions that should be brought 
in to afford a proper justification of the facts, we might perhaps ask 
the Secretary to let us have it either in report form or a document of 
some kind. 
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Chairman Cureerrievp. Very well. 

Mr. CARNAHAN. Are we endeavoring to reach the masses of people 
with our program ¢ 

Mr. Paux. That is exactly our direction, Mr. Carnahan. The em- 
phasis is on decentralization into the outlying States as against the 
sid of Teheran, and placing emphasis on agriculture, educ ation, and 
ee health. 

Mr. CarnaHan. Is any particular use being made of their military 
training groups, to reach the masses in training, through these troops ? 
Mr. Paut. General Stewart, do you have any comment on that ? 

General Stewarr. I don’t know of any, other than the normal 
schools we carry on in that country and the bringing of some of their 
military to this country. 

Mr. Pav. There is another element, as well, General. 

Mr. CaRNAHAN. That is mostly for purely military training that 
you are speaking about ? 

General Stewart. Yes. Auto mechanics, airplane mechanics and 
things like that. 

Mr. Pauw. General McClure, head of our military mission there, last 
summer made quite a point of the fact that these boys were being 
brought in to serve in the armed forces for a short period of time and 
the things they were learning not only in the military sense, but in their 
general life, the fact that they are required to do a lot of the con- 
can of their own barracks, and all of these aspects, they carry 

ack to the people, and it is an effective force in that sense, but we have 
had no organized program of training them with that purpose in 
mind, 

Mr. Carnanan. Do you have anything in mind in moving toward 
a more set, definite training program along those lines for the military 
forces? 

Mr. Paut. I don’t know of anything specific. 

General Srewart. No, sir, we have not planned any such move. 

Chairman Cutrerrrecp. Are there further questions ‘ 

Mr. Vorys. I had understood that our program in Iran was the 
showpiece for our whole foreign-aid operation, that it was the result 
of a combination of a diplomatic- military-FOA teamwork operation 
- brought order out of chaos and saved the situation. I remember 

1 asked Mr. Stassen if, having that general view of it, I haven’t been 
in that area, so I am not familiar with it as many of our members 
are, but I asked him if he wouldn’t present that as possible exhibit 
A, when he first came before the committee, and point out how it was 
done. 

Now, I have been here at the sessions we have had on the Near East 
and I have read through the general narrative statement in our book 
and I will confess that ‘although there is a list of what was done, what 
was spent, I don’t see yet how what we did that accomplished what 
results. Perhaps everybody else understands that and I don’t. If 
that is the case, let’s let it drop. 

If the rest of the committee is completely familiar with what was 
done and the cause and effect of the program, that is fine. 

Mrs. Bouron. I think it is quite evident, Mr. Chairman, that there 
has been no such presentation given as to just what has been accom- 
plished. Certainly we should know very definitely what we get for 
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our money, and that is what we have asked for, as Mr. Vorys has said. 
I think in every meeting we have had so far, that that is what we had 
hoped the teams would present to us, and give us something to go on. 
We have to go before the Congress and justify these matters. If 
anything has been accomplished, we have to know about it. 

Mr. Byroape. I think it has been our impression that this morning 
we would go right down the program, country by country, and 
into detail. 

Mr. Vorys. We have a lot of details. For instance, I am looking at 
page 239 of the top-secret book, which refers to the $45 million emer- 
gency assistance; foodstuffs, drugs, cement, iron, repair parts, and so 
forth. Twelve million dollars for 100,000 tons of sugar. It might 
be that that sweetened them up. Here is a list of the things, but with a 
population where only 1 in 10 can read, with the impact of such items 
was, I should think, fairly diluted in the economy, I just don’t under- 
stand how the program worked to achieve what results. Was all 
that necessary to uphold a government or overthrow a government, 
or resist the Communists? Maybe it is assumed that we know that 
and maybe we all ought to know it, but I just don’t. 

Mr. Byroapr. You are talking about both the special assistance we 
gave and point 4. Now, you don’t have to read or write to see the 
great difference in the wheat crop this year. I wish we could put 
pictures of that type of thing in this book. But skipping point 4 
and all its accomplishments, as for this special emergency assistance, 
we can point to its results in a dramatic way, because we had a situa- 
tion where a government came into power that looked to us to hold 
real hope for a solution of the Iranian problem and when they came 
in, not only was Iran nearly bankrupt, but the whole structure of 
finances of the previous government had been left in such confusion 
that the new government could not, I think, have stayed in power for 
any length of time, certainly not long enough to get an oil settlement 
and to restore governmental revenues, without our aid. 

You cannot point to the personally dramatic things such as you can 
in point 4, in that situation, but I think it was an absolutely necessary 
step if we were to rid ourselves of the dangers of Iranian bankruptcy. 
It was budgetary assistance, in effect, which we don’t like to furnish, 
except in unusual cases. 

Mr. Vorys. If it was budgetary assistance, we understand that 
around this table. We voted $400 million budgetary assistance for 
France to have the Navarre plan work out in Indochina. At least we 
understand what you mean by that. 

However, this book doesn’t tell that. Maybe it shouldn’t be said, 
but I am just curious myself to know why it took $45 million. Could 
we have done it with $4.5 million? Why didn’t it take $90 million ¢ 
Who made the deals? Who decided on how much they got, and what 
kind of things? 

Mr. Byroapr. Both the ambassador and the economic people there, 
Mr. Stassen’s people, all recommended a minimum of $67 million for 
that first shot. In Washington, here, trying to figure out where the 
money was coming from, we took a chance on cutting it down to the 
$45 million. It was an arbitrary thing. You see, this Government 
had to come in and try to get under control the mass forces of Iran 
which had gotten out of control completely. That new government 
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couldn’t sell itself to the people unless it could prove it could do some- 

thing for them. It could not have survived as a negative govern- 

ment which came in and said, “All these things that you have been 

promised you can’t have; you have to live like you have lived in the 
past. 

“Budgetary” assistance is not a good term for it. The government 
had certain things to do to get over this hump and we helped them 
get over it. 

Mr. Pavt. It is not only a budgetary-defense situation we ran into, 
but also a complete lack of foreign exchange with which to import 
the essentials, of which sugar is one in Iran. 

Mr. Vorys. Where did the sugar come from ’ 

Mr. Murrny. Some of it came from Cuba. 

Mr. Pauw. If the story in that bodk is not complete—I am quite sure 
it isn’t, Mr. Vorys, but I am also sure we do have a complete story 
and can give it to you. I can attempt to describe it now and I have 
a statement in wr iting which I could submit addressed to this emer- 
gency aid program which tells why it was and what shape they were 
in economically. That goes into some detail which the book doesn’t. 
It tells what happened to the original $45 million and the additional 
$6.5 million granted for the same general purposes in February of 
this year, and what it did for the Government. 

I think all through these countries you will find there is a lot that 
is unsaid in this book, probably necessarily, because we tried to cut 
it down as much as we could with the idea of filling in with our 
testimony, the gaps. I would agree this is a gap. 

Mr. Vorys. I think we have the details of how much we spent for 
this and how much we spent for that, but I wonder who is assuming 
that we understand the success story, the cause and effect and so forth. 
We finally have had to drag it out of witnesses who, I would think, 
beginning with Mr. Stassen, would be bursting to tell about it. 

Mr. Pau. Maybe they felt that was so widely known that it didn’t 
need explaining, but I don’t think it is always safe to assume that. 

Mr. Vorys. I don’t care to pursue it any further, Mr. Chairman. 

Mrs. Boron. It is exceedingly difficult for the committee to know 
just what questions to ask to bring out the things that should be told. 
Some of us feel that the programs in the Arab world must be long- 
term programs, and we can’t have short-term programs. I have 
assumed, and perhaps I should have brought it out, that we are need 
ing to have the same fluidity of use of funds that we had last year, 
because we are at the point, now, where in some of the countries where 
nothing was going to happen last year, something is about to happen 
this year and ‘therefore, we must provide fluidity of funds so if, in one 
country, something happens, we can make use of the funds at the 
proper moment. Is that right? 

Mr. Byrroane. It certainly is, Mrs. Bolton, and perhaps I am guilty 
of not indicating it for you in my appearances here. 

Mrs. Botton. We have not heard about the amount of money you 
had, how much was left, and what was left undone. 

Mr. Vorys. I have never been in Iran, but I have heard stories 
about our good point 4 programs there down at the grassroots. But 
our point 4 program is away out in the provinces. Did it have any 
impact on the people, the mob, the politicians in Teheran, who threw 
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out the Mossadegh Government and brought in the other government / 
If it did, it would be mighty interesting to point it out. My guess 
would be that it didn’t have a thing to do with it. 

Mr. Pav. Well, the program was active, of course, in the Teheran 
area as well as outside of Teheran. I think that the Majlis, being an 
elective body of people, is representative. 

(Discussion off the record.) 

Mr. Pav. These people do come from the provinces. I think the 
program has a great deal to do with their orientation when the chips 
were down last summer. 

Mr. Vorys. In what way! Is there any evidence, are there any 
instances of it ? 

Mr. Pauw. The feeling of progress and friendliness toward the 
United States for what it has dome. At no time during the riots or 
even the day Mossadegh was overthrown and the previous days 
[security deletion] was our office closed down or did we lose a single 
day’s business. All the rioting went down the street, but not a single 
American in the country was ‘injured, and on the contrary, Iranians 
took steps to see that our people were protected and some of them were 
in pretty vulnerable spots throughout the country. 

There are things like that that could be demonstrated. I would 
like to point out that as far as the point 4 program is concerned, either 
in Iran or any other country, in this area or in any other area, you 
don’t have any shining accomplishments in terms of another dam 
built or another institution created that someone can look at. That 
is not the nature of the program. It isn’t an impact program, it is a 
long-range program. 

In Iran, I hope it won’t remain indefinitely at the $10 million level 
we are asking for this year. We hope it can be cut down to techni- 
cians, if Iran ; gets her oil revenues back. 

In this sense, I am somewhat going against what Mr. Byroade had 
said, but I don’t think that the impact on the people is as great and 
immediate through a point 4 program as it is through something like 
this emergency assistance. It was played up very, very highly in the 
press and the Government has admitted that it was United States aid 
which saved Iran. 

I would like to, if I may, Mr. Chairman, submit—either state it 
now or submit for the record, a full report on this emergency aid be- 
cause it is a large amount and will have to be explained on the floor. 

Mr. Vorys. Is there a statement from the Government of Iran such 
as you have just described, from the Shah or somebody ? 

Mr. Pauw. Yes, sir. We can produce such statements. 

Mr. Vorys. We have been at this for nearly a month. Why do we 
have to suggest now that such a statement would be a good thing to 
have? Not “we can produce it,” but why didn’t you bring it with 
you today ¢ 

Here is the problem, gentlemen. Apparently there are two groups 
of people who are operating in watertight compartments. One is the 
congressional representatives of people who are increasingly disillu- 
sioned, incre: singly questioning the whole idea of foreign aid. 

You've got a Presidential Commission that says, “Economic grant 
aid should be wound up as soon as possible.” That is the President’s 
Commission, appointed by the President, the Speaker of the House, the 
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President of the Senate. That is what they say. That is what Con- 
gress is thinking about. Then we have another group, the executive 
group from the agencies involved that come up here and a 
do not realize that that is the way Congress feels about it, that is the 
way the Randall commission feels about it. 

This is no mere routine you are going through this year, of just 
going up and getting a lot of stuff from Congress. 

Maybe I am all wrong on this, and if I am, I hope I will be corrected 
by my brethren on the committee, but here is an instance. I thought in 
advance Iran was going to be a showpiece, and on the last day we 
are to touch this program, at 12:15, we have an offer to bring up later 
a statement that will be evidence that this program saved the Govern- 
ment and saved our own interests out there. That is what concerns 
me. Not only this particular instance, but throughout this program. 
This $235 million for the Near East is extremely vulnerable, if I may 
use that phrase. I hope the other members of the committee will cor- 
rect me and will inform the presentation team and the witnesses if I 
have said the wrong thing, here. That may be only a personal feeling 
of mine. 

Mr. Prouty. Mr. Chairman, I should just like to say, in fairness 
to the gentlemen here, that Ambassador Henderson, in general, is 
quite sympathetic to the point-4 program in Iran. Just as we were 
on our way from the hotel to the plane, he drafted a statement. I 
don’t know whether I ever read the statement. I should have. If we 
can find that, perhaps that will explain his position. 

Mr. Byroape. You make me feel, Mr. Vorys, that we are not doing 
our duty here. I think probably today we came here under the wrong 
impression. We came here the other day to sell you on the idea that 
this Middle East program is a good thing for the United States. 
We came here today to answer questions on the details of the 
program. 

Now, if the committee is not satisfied with the presentation, I 
would like to have another chance to go into what I thought we 
did the first day. We could go completely into detail on what our 
assistance is doing. 

Chairman Currerrievp. I think we could put in the record the 
statement Mr. Paul suggested. 

Mr. Pauw. I have a statement which I can enter right now, Mr. 
Chairman, on the emergency assistance which I think pulls it together 
in more detail than we were able to do in the book. 

Chairman CurperrreLb. Very well. 

(The statement referred to is as follows:) 


BRIEFING PAPER EMERGENCY Arp ror IRAN Durine Fiscan YEAR 1954 
I. THE ROLE OF OIL REVENUE IN THE IRANIAN’S ECONOMY 


Prior to nationalization of oil, oil revenues served as (1) the principal single 
source of foreign exchange required for imports and (2) an important source 
of governmental revenues for financing governmental operations. 

In the year 1950-51 foreign-exchange accruals resulting from the oil industry 
were $114 million, and total Iranian foreign-exchange payments $224 million; 
thus oil earnings represented over 50 percent of total foreign-exchange payments. 
In the same year the Iranian Government’s total revenue for budgetary pur- 





poses was 8.5 billion rials, and of this amount 2.5 billion rials, or approximately 
30 percent, were attributable to a conversion of sterling oil revenues. 

Stoppage of oil revenues ultimately reduced standards of living through 
(1) curtailment of imports and (2) inflationary pressures resulting from deficit 
financing of essential governmental operations. 


Il. THE SITUATION IN AUGUST 1953 
a. Foreign exchange 

When Zahedi was appointed Prime Minister (August 1953) Iran’s utilizable 
foreign-exchange holdings (exclusive of gold for currency cover) amounted to 
$29 million; against which direct liabilities and letters of credit outstanding 
amounted to $18.7 million, leaving only $10.3 million for new imports. This, 
compared to a balance of $113 million of utilizable foreign exchange in March 
1951, and related to a normal foreign-exchange-payments average of about 
$200 million a year during the period 1948-51 is evidence of the extent of the 
tinancial emergency in August 1953. 


b. Government finances 


The lack of oil revenues forced the government into inflationary borrowing 
from the Central Bank to meet normal operating expenses. During the 214 
years of oil-revenue stoppage during the Mossadegh regime, the government's 
indebtedness had risen 140 percent (over $100 million) ; part of this indebtedness 
being incurred in the form of illegal note issues, i. e., printing of currency with- 
out legal cover. 


c. Standard of living 


The effect on the Iranian economy of extended deficit financing and curtail- 
ment of imports was evidenced by: (a) A 100 percent depreciation in the value 
of the rial; (b) a rapid rise in internal prices; (c) failure to pay many civil 
servants for over 3 months; and (d) a cessation of public works. 


Ill, UNITED STATES ACTION 


Under these conditions, the government of Dr. Mossadegh made repeated re- 
quests for United States extraordinary aid. Such requests were denied chiefly 
hecause of the Mossadegh government's laxity in dealing with the Tudeh (Com- 
munist) Party internally and its intransigeance in connection with the oil 
negotiations. 

When the Shah and the Zahedi government succeeded in replacing Dr. Mos- 
sadegh it was obvious that it could not long remain in power, nor, in fact, could 
internal stability be achieved by any Government without a rapid reversal of 
the economic trend. 

When Prime Minister Zahedi appealed to the United States for assistance, 
President Eisenhower authorized an immediate grant of $45 million. Subse- 
quently, an additional $6 million was authorized. 

(a) $10 million was turned over immediately to the Iranian Foreign Exchange 
Commission to stimulate increased imports and simultaneously generate rials 
for the government’s use. 

(b) A few weeks later another $10 million was provided as a temporary back- 
ing for a note issue. (The need for additional note issue was due to the time 
lag encountered in generating rials through normal import operations.) 

(c) $10.5 million was used by the FOA to purchase sugar (an essential import 
under Iranian Government monopoly). 

(d@) $145 million was made available to Iranian importers, through the 
Tranian Government and Bank Melli, for the purchase of essential goods. 

(e) The additional $6 million was handled under the same procedure as 
(a) above. 

IV. CONSEQUENCE OF UNITED STATES AID 


As a result of this aid— 

(a) The government is able to meet its operating requirements without resort- 
ing to inflationary financing; 

(b) Essential imports have been bronght into Iran, although foreign exchange 
balances are still extremely low; 

(c) The cost of living rise has heen decelerated ; 

(d) Most important, a marked stability has been achieved in the political 
arena—parliamentary elections have been carried out in an orderly manner— 
oil negotiations are proceeding on a firm, friendly basis with every prospect for 
an early successful conclusion. 
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Mr. Pav. I would like to second what Mr. Byroade said. I had 
hoped that we would have a chance to go through all of these major 
countries in detail. It doesn’t make any difference to us how many 
days we are up here if we can get the story across. I believe the 
committee should be told. 

Mrs. Bouton. I will take complete blame in the situation. Mr. 
Vorys has signified that I was to be responsible for this end of the 
program. I should have judged it from the type of hearing that we 
had before. I think it would be very unfortunate of we did not have 
the detail that is before us. There are reports that have come in, some 
confidential and some secret, that perhaps could have had amplifica- 
tion had we asked the right questions. 

Mr. Vorys. I have in mind that this is a legislative committee, a 
policy committee. The details of each and every program will have to 
be presented to the appropriations committee to justify appropria- 
tions. 

Our sole purpose in reviewing the past programs and proposed pro- 
grams is to determine policy. It is that policy thing where I thought 
this was to be our shining example and where we got part of it here 
but had to pull and cross-examine to get it. 

It is that sort of thing. 

Mrs. Boron. I think that, John, is very definitely the fault of 
the subcommittee. I think we should have come up here this morning 
with the idea that we would ask the kind of questions which would 
bring out how much went into this, what was done with it and how 
much was left and what they were asking for. 

Mr. Byrroape. In this case we are covering about a third of the 
world. What I tried to do was show you the dangers I see for the 
United States in this part of the world, and tie our assistance into that. 
I didn’t feel that the committee in this one morning would think it 

ossible to get into all these different countries, although we would 
ike very much to do it. 

General Stewart. Mr. Chairman, may I take a shot at this from 
the military ¢ 

Mr. Vorys. Yes, sir. 

General Srewarr. We have in Iran a MAAG. There is also a 
training mission for the gendarmerie and a training mission in the 
Army; which are not a part of the program I administer. I think 
it can be said—and I do say it—that if it had not been for what the 
MAAG and the Army mission had done in creating confidence and 
friendship among the Iranian armed forces, that Iran today would be 
behind the Iron Curtain. The Shah government would not be in 
existence today except for the Iranian Army and the Iranian Army 
maintained the ability to hold up its head and stay loyal to its tradi- 
tional leader only because of the self-respect that it attained through 
the assistance we had given it. 

Now, when this crisis came on and the thing was about to collapse, 
we violated our normal criteria and among the other things we did, 
we provided the army immediately on an emergency basis blan- 
kets, boots, uniforms, electric generators, and medical supplies that 
permitted and created an atmosphere in which they could support. 


the Shah. 
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As I said in my unclassified statement that if it had not been for 
this military program in Iran, that country would no longer be on 
the side of those countries allied with the United States. 

Now, we can go back and get all the details you want in back of 
that statement. That is an accurate statement. 

Mr. Vorys. Does that go clear back to Colonel Schwarzkopf? 

General Srewarr. It does, indeed. At one time it was the only 
real contact that was acceptable that I know of, in Iran, our military 
contacts through these missions. When we were being kicked around 
tiguratively speaking and everybody was saying, “Well, why don’t 
we get out,” at the State Department’s urging, and in our own judg- 
ment, we took this unpleasant period in order to maintain this con- 
tact and hold on to what we had. That is what saved that country 
for us. 

Mr. Carnanan. I would like to ask anybody on the team, how 
long have we had the technical assistance program in Iran? 

Mr. Pauw. Since 1951, sir. 

Mr. Carnauan. I am wondering if the technical assistance pro- 
gram strengthened Iran’s military balance and added to their ability 
and will to resist. 

Mr. Byroape. I don’t think there is any doubt about it. When 
Mr. Henderson wired in his best judgment as to what happened in 
this crisis in Iran, and why, in this period, demonstrators in Iran 
did not attack anything American, he spoke of two things, (1) what 
the General has just said, and (2) point 4. 

I think one reason point 4 was so effective in Iran is that it did get 
started early in 1951. It has always had priority and through its early 
start it reached the point of being really effective in good time. It has 
taken quite a while to get this program underway around the world. 

(Discussion off the record. ) 

Mr. Vorys. They already have an MDAP agreement there, and a 
section 511 agreement. They were reluctant to sign that 2 or 3 years 
ago. How long ago did they sign that, do you remember ? 

Mr. Byroape. Two and a half years ago, I think. 

Mr. Pavt. It was just within the statutory period within which 
they had to sign it or not get any more aid. 

The statutory deadline for furnishing section 511 (a) assurances 
was January 8, 1952. By that date Iran had not, because of internal 
political difficulties, furnished these assurances, although it had com- 
plied with section 511 (b), relating to technical assistance. Military 
assistance was accordingly suspended until April 24, 1952, when the 
Tranians provided a note under which they again became eligible for 
military aid. 

(Discussion off the record.) 

Mr. Vorys. Thank you. 

Chairman Currerrtetp. I think the discussion in the last half hour 
or so has been very helpful, and I am glad you brought out a good 
many of those points, Mr. Vorys, because I feel that we have more of 
an overall picture of the situation than we had earlier in the session. 

Mr. Provry. Mr. Chairman, if there is no objection, I should like 
to include the statement relative to point 4 operations in Iran which 
Ambassador Henderson submitted to Mr. Smith and us just prior to 
our departure from Teheran. 

Chairman Currerrtetp. Without objection, it is so ordered. 
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(The document referred to is as follows :) 


INFORMAL STATEMENT SUBMITTED BY AMBASSADOR LOY HENDERSON OF IRAN TO 
SmirH Srupy Mission, OcToBer 1953 


The so-called point 4 program is assisting Iran both from long term and short 
term of view. Under long term might be mentioned training of Iranians in 
techniques designed to raise social living (including health), and cultural 
standards; also improvement or development Iranian central and local govern- 
mental and other public institutions. Under short term are included certain 
projects of “impact character” providing employment, demonstrating to public 
immediate advantage to them of United States aid, furnishing of certain supplies 
and equipment urgently needed, ete. Short term aid also includes indirect 
budgetary support. Without such aid or without funds from other sources the 
Ministries of Health, Agriculture, and Education would probably collapse and 
other enterprises such as subdivision of crown lands would be seriously affected. 
Furthermore a certain number of United States experts are essential and will 
be for several years to supervise completion of projects which cannot be dropped 
without most disagreeable consequences. 

Leaving aside economic consequences of cessation or serious curtailment of 
this technical assistance aid during the next United States fiscal year, the 
political consequences could be disastrous. No Iranian could understand how 
the United States could give less aid to a friendly Iranian Government than it had 
given to Mossadegh in the absence of considerable income from oil. If we should 
suddenly sharply curtail our aid during year 1955 a government friendly to us 
might well fall, the Shah abdicate, etc. This does not mean that we could not 
place more emphasis during 1955 on short-term aid and on preparing Iranians 
to take over much of our programs during 1956. If a government friendly to us 
still exists in 1956, we should give a certain reduced amount of technical assis- 
tance and even during that year. If an oil settlement is achieved during the 
next few months, we should be prepared to help tide the Iranians over. 


Chairman Curperrrevp. Thank you, gentlemen. We appreciate 
your being here. 


(Whereupon, at 12: 15 p. m., the committee adjourned to reconvene 


at 10 a. m., Tuesday, May 4, 1954.) 




















THE MUTUAL SECURITY ACT OF 1954 


TUESDAY, MAY 4, 1954 


Hovsr or RepresENTATIVES, 
COMMITTEE ON ForeIGN AFFAIRS, 
Washington, D.C. 

The committee met in executive session at 10: 15 a. m., in room G—3, 
United States Capitol, Hon. Robert B. Chiperfield (chairman) pre- 
siding. 

Chairman CurperrieLp. The committee will come to order. 

Mr. Glen Lloyd would like to make a short statement. 


STATEMENT OF GLEN A. LLOYD, DEPUTY TO THE DIRECTOR, 
FOREIGN OPERATIONS ADMINISTRATION 


Mr. Luoyp. Mr. Chairman and gentlemen of the committee, we have 
this morning with us the Ambassador to India, as you all know, Mr. 
Allen. He will make a statement and then be available for questioning 
as long as you like. 

We would then like to turn to the programs in India, through Mr. 
Norman Paul, who will be assisted by Mr. Willson, the FOA Country 
Director in India. 

Mr. Byroade is here to participate on questions of policy to the 
extent the committee wishes, and even when we go into the programs 
more in detail they will be available on questions of policy, or any 
other questions which the committee wishes. 

Following that, we would like to proceed today or tomorrow, as 
time permits, with other countries in the Near East, on a country basis. 

Chairman Currerrretp. Thank you, Mr. Lloyd. 

Mr. Ambassador, we are delighted that you are here. I understand 
that you have a statement that you would like to make to the com- 
mittee. If so, will you please proceed ? 


STATEMENT OF HON. GEORGE V. ALLEN, UNITED STATES 
AMBASSADOR TO INDIA 


Ambassador ALLEN. Thank you, Mr. Chairman. It isa great pleas 
ure to be here with you. This statement is one which we feel would be 
suitable, if the committee concurs, for release to the press. I appreciate 
the fact, however, that you decided to have an executive session for the 
discussion this morning. I think in that manner we can be much more 
open and frank about the situation. 

If I may, I will proceed with the prepared statement. 

I welcome this opportunity to appear before you to support the 
proposal for economic and technical assistance to India, as recom- 
mended to the Congress by the President earlier this year. 
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There has been much discussion about India’s attitude toward us 
and some questioning as to whether we should continue our aid with 
the current year’s program. I hope that the information I have ob- 
tained during my year of service in India will assist the members of 
this committee in acting on this request. 

First, let me say that the leaders of India desire our aid and will 
welcome its continuance. And from personal experience and observa- 
tion, I believe that past aid has been used effectively and that the 
proposed program for 1955, if approved by Congress, will also be 
effectively used. 

Indians are well aware of what we are doing to help them. Ameri- 
cans today are advising in the various ministries in New Delhi and 
throughout India. They have established personal relationships of 
a very friendly character and their work is being made more imme- 
diately effective because of the economic aid which is supporting their 
technical advice. 

They are working with Indian experts and technicians in bringing 
to the Indian people some realization of the people’s hope and 
demand for economic improvement. In my opinion, it is in the 
national interests of the United States to continue our aid in a manner 
so that its effectiveness will not be impaired. 

The people of India and their leaders believe in a democratic form 
of government and are trying to make economic progress through 
democratic institutions. This is in sharp contrast to autocratic, dic- 
tatorial Communist methods. The present leadership of India and 
the Congress Party are politically committed to achieving such prog- 
ress. I admire their courage and aspirations. It would be a tragic 
day for us if their present confidence in democratic methods should 
fail and they, thereby, would abandon hope for the future under a 
democratic form of government. It is fully in our own interest to do 
what we can to assist in the present effort now being made in India. 

I am keenly aware of the differences of opinion and policies between 
India and ourselves. The foreign policies of the Government of 
India and of the United States are frequently divergent. But we 
should keep in mind that democracy and freedom of opinion go hand 
in hand and that freedom must accept diversity of views. It is my 
belief that an independent India is a source of strength to the free 
world. 

Let me say that my views on next year’s aid program for India were 
not arrived at lightly; indeed, I have considered this question seri- 
ously and continuously over a period of 12 months. I have come to 
the conclusion that it is wise to continue a substantial program, and 
that the results of such action will be beneficial to both India and 
ourselves. 

Chairman Currerrre.p. Without objection, your statement will be 
given to the press. 

Now, Mr. Ambassador, do you want to comment further before we 
start questioning ¢ 

Ambassador Tier. I am subject to the committee’s wishes on that. 
I have notes from which to speak on the general situation in India, if 
you would like for me to lead off with that. Of course, I am available 
for interruptions or questions as we go along, if you would like. 

Chairman Curperriecp. If you will proceed, then 
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Mr. Vorys. I wonder whether we should hear from the presenta- 
tion team before asking questions, or if they have any preference. 
The committee will probably do as it pleases, but J think it would be 
helpful to have the suggestions of the witnesses. 

Mr. Liuoyp. Our suggestion was that you proceed with the Am- 
bassador and ask questions later. 

Chairman CurrrerrieLp. Mr. Ambassador, do you wish to comment 
further on the Indian situation ¢ 

Ambassador ALLEN. Let me, if I may, Mr. Chairman, give you, in 
all frankness and honesty, my own personal reasons for supporting 
this program in India. Now, these may not be entirely in accord 
with formal presentations that have been given to you. I don’t think 
they are in disaccord with them, but I can only support a program of 
this kind for reasons which I myself feel and which I can live with. 

My reasons for supporting the program in India are rather simple. 
They are based on three or four major premises. I think it is strictly 
in the national interests of the United States to do what we can, 
within reason, to help underdeveloped people to improve their stand- 
ard of living. It is not healthy for us to be in a world where there 
are great differences in standards of living. We cannot rest con- 
tent within our walls and not try to assist other peoples to improve 
economically. These great differences create jealousies, bitterness, 
and enmities which cause strife in the world. That is my general 
position. 

It is particularly applicable to India, it seems to me. If you ask 
the man in the street, “Where is the greatest underdeveloped mass of 
humanity?” India flashes first in his mind. India symbolizes the 
contrast between American and other living standards. 

So much for the purely national interests. It is not safe, it is not 
healthy for us to live in a world of that sort. 

I admit I have been warned against my next line of argument, but 
I am going to state it anyway, because I believe it fully and thor- 
oughly. In addition to serving the hard, realistic national interests 
of the United States, I think that within reason we ought to do what 
we can, from purely humanitarian motives, to help underdeveloped 
and underprivileged peoples. I make this statement advisedly. 
People say it is not a very popular line at this moment. People may 
say I am a do-gooder, a give-awayer, and so forth. But I have to be 
honest with the committee and let you know how I feel. 

Now, coming particularly to India again, I support this year, 
especially, a strong economic-aid program to India because it comes, 
coincidental in time, with our decision to give military assistance to 
Pakistan. 

Now, the impression is very widespread, not only in India but 
throughout the Far East, that the United States, for some reason 
or other, has gone over to a militaristic policy, that we have only one 
string to our bow, which is to solve the world’s problems through 
military means. 

If, at the very moment we engage in a military-aid program to 
Pakistan, we cut off or severely reduce our economic-aid program to 
India, a great many people will be convinced that the stories they 
hear about the United States are true, that we have gone over to a 
completely military solution. 
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I want to make it absolutely clear that I support the policy of in- 
creasing the military strength of the United States and of our allies 
in this area of the world. I support it 100 percent. But I think 
that in addition to the military situation which must be faced today, 
we must also have economic and political strings to our bow. We 
will be negligent if we overlook those aspects. 

I said in my prepared statement that the present Government of 
India is attempting to achieve economic progress through democratic 
processes. The present political party in power in India came into 
office after years of struggle against. British rule, telling the Indian 
people, “What we need to do is to get control of our own country, 
to kick out the foreign rulers who have been exploiting us and taking 
our income back to Europe. When we rule our own country, we'll 
have more shoes and more clothes and more houses.” 

They got their independence in 1947. A supreme test is now in the 
process, to see whether this democratic government in India can de- 
liver the goods. If it can’t, there will be tremendous disillusionment 
throughout India, and the Indian people will begin to listen to some 
man on horseback who promises them quicker and more immediate 
economic development. 

The question has been raised: “Suppose we accept all those argu- 
ments? But why do you give so much to Indiaf Why don’t you 
spread it? There are other countries who need it a whole lot more 
than India does.” 

I do not know how the relative standard of living of the average 
person in India compares with other countries, but it is true that 
India is already a going concern. It has a good administration. It 
inherited one and I think it deserves credit for having kept it up. 
The 5-year plan in India is well under way. In my last talk with 
the Finance Minister before I left, he told me that he and the Govern- 
ment of India are much happier today than they were 12 months ago. 
The administration of the 5-year plan is now well in hand, and they 
can feel the momentum. 

People who travel from other parts of the Far East and Near East 
to India have often said, “My goodness, as compared with ‘*X’ coun- 
try, or ‘Y’ country, this place seems to be booming. You have great 
dam projects going, and so forth.” 

That is quite true, and I think it is a favorable situation. 

I might compare it to the situation that existed when I was in Iran, 
in 1946 and 1947, when the military aid programs to Greece and Tur- 
key were adopted. I felt rather keenly about it, because Iranians 
were telling me, “Why are you pouring all this military aid into Tur- 
key? Turkey already has the best army in the Middle East. Why 
don’t you give it to Iran and some of the other countries? You seem 
to give to those who have and not to those who need it most.” 

The answer is simple. Turkey had something to build on. You 
have to start where there is a potential to build on. 

In the economic sphere, India is in a rather similar situation. India 
does have something to build on. It has governmental machinery, 
and it is a going concern. Economic aid can be well utilized, and 
show benefits. 

Another question is often asked—and I am certain it is in the minds 
of members of this committee—‘Do the Indians know about our aid, 
and do they appreciate it?” 
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They have always known about our aid, but during the last 4 or 5 
months they have come to know about it in a much more dramatic man- 
ner than ever before because of the tremendous debate which has 
been going on in India over the question of American military aid to 
Pakistan. The Prime Minister of Pakistan has declared that the 
Government of India should not object to American military aid to 
Pakistan when India itself is receiving economic aid from us. Pak- 
istan’s position has been, “What’s the difference? If the United States 
gives India $50 million for economic aid, India can take that much 
money and support its army out of its own budget. Therefore, it adds 
up to the same thing.” 

The Government of India has been rather on the defensive on this 
question. 

Incidentally, could I ask, Mr. Chairman, whether certain remarks 
that I might make at this point could be considered off the record ¢ 

Chairman Curtperriecp. At any time you wish, just have the re- 
porter take them off the record. 

Ambassador ALten. Would it be possible for him to take my re- 
marks, and then we could go over them and indicate which ones 
should be taken off? 

Chairman Currerrietp. That is correct; you can do that. 

(Discussion off the record.) 

Ambassador Aten. There is one more comparison that may be of 
some interest to the committee. You may know that I served for 
the last 3 years in Yugoslavia. Some of my friends, incidentally, 
have been teasing me a bit saying that for 3 years I came before 
the committee to support aid for Tito, and now I am supporting 
aid for Nehru. Who am I going to be supporting it for next? 

There is an interesting comparison. Yugoslavia was the only 
country in the world with an avowedly Communist government to 
which we were giving assistance. I supported that and I still do. 
It was unique proof that the United States did not require con- 
formity with American institutions before a country could qualify 
for economic assistance or for friendship with the United States. 
We demonstrated the principle that freedom permits diversity. 

Now, the difference between Yugoslavia and India is that Yugo- 
slavia’s internal policy was sharply different from ours, whereas 
its foreign policy was rather close to ours. The Yugoslavs were 
defying Moscow and determined to defend their independence against 
the slightest move by Moscow to attack them. We had no disputes 
with Yugoslavia over foreign policy. All of our trouble was over 
internal policy. 

In India the shoe is on the other foot. The internal situation 
in India is very similar to ours. There is freedom of speech; there 
is freedom of the press; there are all sorts of newspapers; there are 
various political parties, and the opposition attacks the Government. 
There is no police state. It is true that the Communist Party is un- 
happy because the Government reserves for itself the right to arrest 
persons for disturbing the peace, and that usually means the Commu- 
nists are arrested, but the internal situation in India is basically 
similar to our own. 

Our divergence with India is over foreign policy. India’s foreign 
policy is in some respects 180 degrees opposite from ours. Here we 
have another situation where, again, we are put to the test to show 
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whether we accept diversity or not. My opinion is that diversity 
strengthens the free world. We are stronger than if we required 
absolute conformity. 

Now, I would like to make one further remark about the internal 

olicy of India. I brought some clippings which I got. together 
fueesediy before I left, to show the fight which Nehru and the Gov- 
ernment of India are carrying on against communism in India. 1 
think it would be revealing to most of the American public. 

Here is a headline, “Danger to India’s Security. Nehru Warns 
Against Communist Policy.” 

“Nehru Warns Against Reds. Violence To Be Suppressed Ruth- 
lessly.” 

Here is a quotation from one of Nehru’s recent speeches: 

I do not appreciate the obsession of our Communists. I cannot understand 
how any party can go on running down its own country. It is very unfair to 
condemn one’s own country, producing disharmony, gloom, and suspicion all 
around. 

Nehru has very frequently used the utmost scorn against the Com- 
munists in India because their flag is similar to the Russian flag. He 
says: 

What is that flag? I don’t recognizeit. It is the flag of some foreign country. 
It has no business in India at all. 


Here is another quote from a press article: 


Mr. Nehru criticized the use of the red flag by the Communist Party and said 
it is strange that a flag which had a significance in Europe was being employed 
here in India where it had no relation to the realities of the situation. 

Here is another headline: 

“Communists and Communalists Condemned.” Iam sure the com- 
mittee understands that word “communalists,” but I would like to say 
one word about it. 

Many things are said and can be said regarding Prime Minister 
Nehru, pro and con. It seems to me after a year’s rather close obser- 
vation there, that Nehru will go down in history for his stubborn and 
determined refusal to allow communalism—that is, domination by 
Hinduism or the Moslem religion, or by any other religion. Nehru 
has fought stoutly for the secular state. He makes every effort to 
see that all religions are equal, that there are no second-class citizens 
in India. He has been under severe temptation. Recently, elec- 
tions were held in Travancore-Cochin, where interestingly enough, 
the literacy is the highest of any Province in India and the percentage 
of Christians is highest, but the Communists also have a large follow- 
ing there primarily because there were so many educated unemployed 
who gave leadership to the Communist Party. By religion, 67 percent 
of Travancore-Cochin are Hindus. 

We all watched closely to see if Nehru would succumb to the tempta- 
tion to say, “Hindus vote Hindu.” He didn’t. His whole program, 
since he first entered politics, has been to prevent communal and 
religious strife in India. His main effort in Kashmir today—Kash- 
mir is predominantly Moslem—is to convince the people of Kashmir 
that they can join India freely without feeling that they are going 
to become second-class citizens. He wants them to feel that a Moslem 
will be treated just as well by the Government of India as a Hindu 
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and will have as good a chance for education, for Government posi- 
tion, and for advancement. 

I have here a magazine published by a man who some of you may 
know—I think Mrs. Bolton undoubtedly would have heard of Minoo 
Masani. He is a public relations man for Tata’s in Bombay, one of 
the largest industrial organizations in India. 

Discussion off the record.) 
mbassador ALLEN. Masani speaks in this article about the fact that 


he has had to oppose Prime Minister Nehru for years, but he says: 

In this context— 
that is, of opposition— 
it has been a source of great encouragement to many of us to read about the 
vigorous and hard-hitting campaign which the Prime Minister recently undertook 
in the beleaguered state of Travancore-Cochin. An analysis of Pandit Nehru’s 
various statements shows that he attacked the very fundamentals of communism. 

The main charge leveled by the Prime Minister against the Communists was 
that they owe allegiance to a foreign power and are out to disrupt the unity 
of India. “The Communist Party,” he charged, “leans or depends on, or looks to, 
foreign countries.” He accused the Communists of “going about posing as if 
they are Russians. * * * Their body was in India but their mind was somewhere 
else. * * * The Communists have no roots in our soil. Their slogans are born 
in some other country. * * * The Communist policy changes a great deal, but 
one thing remains constant, and that is their entire thinking is based on something 
outside India. * * * The capacity of the Communist Party to condemn anything 
done in India and acclaim only those done in Russia or certain other countries 
was something understandable.” 

The Prime Minister instanced the use of the Soviet flag as a symbol of this 
extra-territorial nature of the party. “Look at their flag,” he observed. “They 
have copied the Russian flag. * * * My mind fails to grasp why that flag should 
be imported to India and displayed here as a party symbol. * * * They have 
insulted the country by adopting a foreign flag.” 

Moving on from this, the Prime Minister drew the only possible conclusion 
when he said: “Their policy indicated a lack of allegiance not only to the 
national flag but to the conception of India itself.” He warned his listeners: 
“If you follow the Communist policy, I am sure the unity of India will be 
shattered.” 


There is much more evidence that I will not take your time with, to 
clearly establish that particular point, but to nail it down further, 
here is a Communist newspaper in Bombay which attacks the Amer- 
ican economic aid program and technical assistance program to India, 
in every issue. 

That brings me to say, if I may tax your patience once more, that 
when we concentrate on the things that seem to us unfriendly toward 
the United States, one might get the impression that the situation in 
India is almost as hostile to the United States as it is in an Iron Curtain 
country. Let me suggest how far that is from the truth. 

Discussion off the record.) 

mbassador Atten. On January 1, there were 5,290 permanent 
American residents in India. The large majority of those, about 
8,000, were missionaries. [Security deletion.] Every day there are 
boatloads and airplaneloads of American tourists going through 
India. There are six American airlines regularly landing every week 
on the airfields at Calcutta, New Delhi, and Bombay. Pan American 
Airways and TWA. [Security deletion. ] 

There are 1,500 Indian students in the United States today. 

The Russians are being stung by the success of our technical 
cooperation mission to the point where there is some evidence that 
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they are realizing that they’ve got to copy it. The Minister of 
Health in New Delhi is a woman named Rajkumari Amrit Kaur, 
whom some of you may know. She is the only woman, incidentally, 
und the only Christian in the Cabinet. She has represented India 
often at the World Health Conference. She was complaining to 
me bitterly before going to the World Health Conference last spring 
that the budget of the World Health Organization was so small— 
only $8 million. 

I knew that she had been invited to take a tour of Russia after 
the conference. I said, “I agree with you fully. I think the size 
of this budget is ridiculous for the job the World Health Organiza- 
tion is supposed todo. But why don’t you say to our Russian friends, 
when you get there, that they haven’t done 1 thing to help the 
veneral health situation in the world, and if they would contribute 
some of their substance, of which they have plenty, plenty to main- 
tain 180 divisions of first-line troops, then we might begin to get 
somewhere.” 

(Discussion off the record.) 

Ambassador Atten. Nobody feels more keenly than I do, sitting 
in New Delhi, I can assure you, the differences between the United 
States and India, in many matters of foreign policy, and it hurts me 
very often. But at the same time, I certainly haven't given up India. 
There are 360 million people in that strategic location who may be 
the key to a great, wide area from the Middle East to the Orient. 

IT have come to the conclusion that if we can have the tools with 
which to work, we’ve got a good basis upon which to fight, to keep 
India on our side. 

Chairman Currerrrecp. Thank you, Mr. Ambassador. 

Mr. Vorys. 

Mr. Vorys. Mr. Ambassador, India has this 5-year plan, and your 
predecessor, Mr. Bowles, publicly announced his support of having 
$1 billion for it come from the United States, at the rate of about 
$250 million a year. 

I see that apparently the present budget estimate in India has an 
item of 36 million pounds of foreign aid. This amounts, I think, 
to about $98 million. 

What commitments have you made to India on behalf of the United 
States as to contributions of foreign aid! 

Ambassador ALLEN. None whatsoever, sir, and I don’t intend to. 
I picked up that very same item, and in my last. talk with the Minister 
of Finance, Deshmukh, I said, “We noted with great interest that you 
have in your budget for the coming year. Are you anticipating the 
action of foreign governments on this?” 

He said, “Not at all. That is $90 million which is already com- 
mitted under the Colombo plan, and American economic assistance 
during the past year but which will be spent during the next 12 
months.” He said, “I could not anticipate the action of any govern- 
ment, insofar as any additional foreign aid is concerned.” 

He has a deficit of 250 crores, which is about $500 million, in his 
forthcoming budget for the current 12 months. It is about 25 percent 
of the total budget. He hopes that he does not skirt too close to the 
edge of inflation, and that by various means he can cut down the 
amount of the deficit. 
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He was, I suppose, a bit pressed on the question of deficit financing, 
because Americans had asked him “Why should the United States go 
on deficit financing to give aid to India, when you are not deficit 
financing? 

He shows, by figures he gave me just before I left, that his deficit 
last year was about 14 or 15 percent and this year will be about 25 
percent. 

(Discussion off the record.) 

Mr. Vorys. The President of the United States, in a message to 
Congress on foreign economic policy, said thrt in general, where there 
was no security element and dollars were needed by other countries 
that couldn’t be obtained elsewhere, they should be furnished by 
way of loans. 

Now, over half of the proposal before us for the coming year for 
India is for iron and steel materials, construction and mining equip- 
ment, railway equipment, and so forth. Could that be made available 
in the form of loans, in accordance with the general principle sug- 
gested in the President’s message ¢ 

Ambassador ALLEN. That question of whether our assistance should 
be in the form of loans or grants is one with which I am not suf- 
ficiently familiar, in general, to undertake to speak. ‘There are others 
here who would know much more about that than T do, sir. IT ean 
only speak regarding what the effect might be in India. There are 

various loans outstanding in India already—international bank loans 
and the wheat loan. If we had a varied assortment of loans, hard, 
medium, and soft, it seems to me that an unfortunate impression might 
get around among the Indians that the United States expects some 
loans to be strictly serviced in foreign exchange but that we are not so 
insistent on others being repaid. If loans are in existence which are 
beyond the reasonable capacity of India to repay, problems will arise 
for us every time the loans come due. When they are not paid, rela- 
tions between the United States and India would always be embittered 
by quarrels and arguments over repayment. 

However, I can only say that if the Congress or the executive branch 
of the Government sets a policy that aid is to be in loans, we in India 
will naturally carry it out loyally and effectively. 

Mr. Vorys. Thank you, Mr. Chairman. 

Chairman Cuirerrieto. Mr. Gordon—— 

Mr. Gorvon. We are glad to see you back, Mr. Ambassador. 

I have one question following up Mr. Vorys’ questions on the 5- 
year program. Generally, has there been much improvement in the 
food situation in that country ? 

Ambassador Auien. Yes; the food situation has improved re- 
markably. 

(Discussion off the record.) 

Ambassador Atien. Without detracting in the slightest from the 
importance of our agricultural assistance and technical cooperation 
in the field of agriculture, we have played into considerable luck, 
because there have been two very good seasons, one after another. The 
monsoons have been favorable. So, as it happens, the situation on 
food in India at the moment is easy. 

Mr. Gorvon. From what I read, the calorie allotment is certainly 
low in that country. 
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Ambassador ALLEN. It is very low. 

Mr. Pavut. It is between 1,800 and 2,000. 

Mr. Gorvon. Was much headway made on the irrigation con- 
struction in that country ? 

Ambassador Auten. Yes, they are making tremendous strides in 
irrigation and canal construction. The use of water is perhaps the 
keystone to India’s agricultural development, and since 80 percent 
of the Indians are living on agriculture, it is probably the key 
stone to the future industrial progress of the country. The key to 
agricultural development is the utilization of water, whether through 
wells, irrigation canals, or tanks—a tank, of course, is just a pond 
that they have built to store water as long as possible after the rains. 
They are largely used in the south of India. 

Mr. Gorpvon. Thank you, Mr. Ambassador. 

Chairman CurrerrireLp. Mrs. Bolton 

Mrs. Botron. Thank you, Mr. Chairman. 

We secure our mica from India, do we not? 

Ambassador ALLEN. India is one of the chief sources from which 
we obtain mica. 

Mrs. Bouron. Several years ago, we had long arguments about 
heavy earth, and all these strategic materials. 

Could it be used to repay loans? 

Ambassador ALLen. Yes, but I could think of other things, Mrs. 
Bolton, that we take from India in considerably larger quantities. 

Mrs. Bouron. What, for instance? 

Ambassador ALLEN. Manganese, jute, things of that sort. 

Mrs. Bouron. Are they as important to us as the mica? 

Ambassador ALLEN. I am not an expert on this subject, and maybe 
some of my colleagues will know more about the mica picture, but 
we have developed more mica in the United States and in many 
cases where we needed mica before, we have synthetics, so I don’t 
believe the mica is as much of a key commodity as it once was. 

Mrs. Borron. Could you give us something of a picture of India 
versus the Chinese, particularly where the Tibet situation is concerned ? 

Ambassador Aten. Could I give you, first, Mrs. Bolton my own 
personal appraisal of the general attitude of India toward Communist 
China? 

I think the attitude of India toward China is made up of about 

ual parts of admiration and fear. The admiration of India for 

mmunist China springs from this fact: China was formerly a great 
amorphous, inchoate country, like a sponge, with very little national 
cohesion. Foreign countries could punch it almost anywhere and get 
a concession, China didn’t amount to much. 

The Indians have seen China during the last 6 or 8 years suddenly, 
by some means or other, galvanize its strength to the point where it 
has been able to slug it out with the Western Powers in Korea for 3 
years and to sit across the table from us in Panmunjom and give us 
verbal blow after blow, with no feeling of inferiority, but of complete 
national independence. 

The Indians think, “Something has happened there. That’s pretty 
good.” Some of the Indians would like to be able to do that them- 
selves, I suspect. 
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In the second place, this great mass of people that has been able to 
galvanize itself is an oriental people. That makes the Indians feel 
much more akin to them. 

Thirdly, even if China were quarreling with Japan, the Indians 
would be inclined to be on the Chinese side, because the Chinese were 
formerly weak. But when the Chinese are slugging it out with the 
Western Powers, including the former imperialist colonial powers, 
it gives the Indians a great thrill. 

I think the favorable Indian attitude toward China is not because 
China is Communist, but in spite of the fact that it is Communist. 
Certainly the Indian Government—and Nehru himself sets the tone 
for the Indian Government—is not communistically or dictatorially 
inclined. I think the citations I have given you show that. 

On the fear side, the other 50 percent of the picture, India sees in 
this new revolutionary China an expanding aggressive force, which 
comes right up to their borders in Assam and Tibet. There are about 
1,000 miles of common border. 

That is a very close and pressing force. China’s expanding nature 
was manifested first in Korea, presently in Indochina, and who knows 
where it is going to break out next. The Indians are afraid of it. 
The Indians realize that textbooks in China are printed with a good 

art of northern India shown as Chinese, and there are a lot of people 
in that northern territory of India who are Buddhists. The Indians 
don’t know when the Chinese will start giving them considerable 
trouble on that northern border. The Indians never forget the 
famous dictum of Lenin, that the road to Berlin leads through Peking 
and Calcutta. 

If the Communists decided to break out, they would probably 
start with internal troubles in India. My guess is that’ you would 
see it first through mob action in the streets of Calcutta. The 
Indians are quite aware of that. And they don’t like it. 

Their recent treaty with China, over Tibet, was the result of 4 
months of very hard negotiations. 

(Discussion off the record.) 

Ambassador ALLEN. The Indians are now able to keep three trade 
missions in Tibet. 

The Chinese have permission to open 3 trade missions—1 in Delhi, 
1 in Calcutta, and 1 in Bombay, I believe. 

The fact is that the Indians simply had to settle for what they could 
get. The Chinese were in Tibet with at least 15,000 and maybe 
30,000 troops. 

Mrs. Boiron. Building airfields? 

Ambassador Auten. Building airfields, building roads, and seizing 
full control of the country. 

Mrs. Bouron. Do they see that that is the first step to India? 

Ambassador ALLEN. They are afraid so. On the other hand, they 
have a great feeling of safety behind the Himalayan Mountains which 
separate India from Tibet. Thinking Indians are inclined to feel— 
and I am inclined to agree with them—that the greatest danger to 
India is not through Tibet, but through Bengal—through Calcutta 
from Burma, Indochina, and that route. 

Mrs. Bouron. Were they saving face up there in Tibet, that they 
gave way in all of these things? 
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Ambassador Auten. They were just accepting the best deal they 
could get. 

Mrs. Bouron. It is not a very good deal. 

Ambassador Auten. No. They had to withdraw troops that the 
British were able to obtain permission to be established in Tibet, | 
think, as long ago as 1870. The Indians, you see, inherited the British 
position when India got its independence. 

In a way, it wasn’t too tenable a position, I guess. It was gained 
because Tibet was weak and could be pushed around. Whenever the 
Chinese have been strong, they have traditionally gone into Tibet— 
this isa story that has been repeated for 5,000 years. 

Mrs. Bourton. I am sure my time is up, Mr. Chairman. 

Chairman Cureerrrecp. Mr. Carnahan 

Mr. Carnanan. Mr. Ambassador, we are glad to have you before 
the committee this morning. Your statement is really encouraging. 
I would like to continue a little further with Mr. Gordon’s question. 
Tlave standards of living in India been raised to any appreciable 
degree within the last few years ? 

Ambassador AtuEen. I don’t believe they have. One of the things 
that was most criticized in their 5-year plan was that it was made up 
of a lot of schemes that took a long time to bring into fruition. Build- 
ing great canal systems, hydroelectric dams, storage dams, and things 
of that sort, take a very long time to show an effect. It is only after 
they are finished and come in that you benefit from them. 

On the other hand, standards of living are based not only on the 
amount of food available—I have mentioned the fact that there is 
more food in India at the present time, but village life has also 
improved in other ways. 

I'd like to take just a minute to speak about the community projects, 
which are a significant part of our technical cooperation and economic 
assistance to India. It is one of the most dramatic things that I 
know of anywhere. As I say, 80 percent of Indians live in rural 
villages. 

People who have studied India during the past 100 years have 
often said, “The thing that must be done to improve India is to 
improve the village.” 

Many hit-or-miss efforts have been made. There was a Britisher 
named Breen who worked in the United Provinces for 29 years. He 
was a dedicated soul, and while he was there officials used to take 
people around and say, “Look how he has improved all these villages.” 
It was a showplace. Breen was transferred away or retired and 
within 5 years you couldn’t tell which villages he had worked in and 
which he hadn't. They all went back to their former state. Many 
people will tell you of how futile it has been to try to work with the 
villages of India. And their religion was against it. Villagers said, 
“My father and my grandfather lived in this dirty village. It would 
be sinful for me to try to change it, because I am born into this sit- 
uation under my caste, and I can’t get out of it until I am reinear- 
nated in some future life in a little higher status.” 

The villagers themselves didn’t feel they could improve, you see, 
and the effect which came from the top down, and it didn’t catch hold 
in the villages. 

Now, something new has come about in India in the last 10 years 
which I think is perhaps the most hopeful thing in India today. 
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Since Indians have got their political independence, there also has 
come something of a social revolution. They are getting rid of the 
maharajahs and the big landlords. The people of India now, for the 
first time in their history, feel that they own India, that India 1s theirs. 

It is like a young man driving a motorcar. He suddenly feels the 
thrill of turning the wheel and the wheel answers his direction. It 
has gripped the imagination of the villagers of India that they steer 
the car themselves—they can do something about their village. They 
are no longer merely victims of fate. They are not destined to live 
in these muddy streets with latrines down the middle of the road— 
that they can change this thing. This has come with the develop- 
ment of nationalism. It is a new feeling sweeping through the whole 
Orient. I am convinced this community project work can succeed, 
It is perhaps the most dramatic thing that has happened in India. 

Mr. Carnanan. Would you have any estimate of how much village 
ponds have been perhaps replaced by a well where the water is per- 
fectly safe to drink? 

Ambassador AtiEeN. I should let experts speak to that question. 
Tube wells are available in certain areas, but in other areas, it doesn’t 
make any difference how many wells you sink, there wouldn’t be any 
water and we have to get it by other means. 

Mr. Paun. We have a figure, if I can put it in the record, now; 
1,854 drinking water wells have been constructed under this pro- 
gram, and almost 9,000 have been renovated. I think that is the only 
statistic we have available, sir. 

Mr. Carnauan. It is your feeling that independence has done more 
for India than anything else that has happened within recent years ! 

Ambassador Auten. I would say “Yes” to that question. 

Mr. Carnauan. Do the people of India really believe that they can 
remain neutral in the present struggle between the free world and 
communism ? 

Ambassador AtLEN. I would say that the majority of the Indians 
that I know and talk to think that when the chips are down, they 
will inevitably be on our side. They realize that if our side wins, they 
will maintain their independence, which they love dearly. If the 
other side wins, they don’t know what will happen to their independ- 
ence. But aside from that, the geographical location of India, on 
that subcontinent peninsula below the Himalayas and the central 
Asian deserts and plateaus, they depend for their communications on 
the outside world. 

India must look to those who control the great airlines and the sea 
for its friends. India can get very little from China and Moscow 
when the chips are down. 

Mr. Carnauan. Do you think our technical-assistance program is 
reaching the masses of the people and is bringing them the thing that 
they feel they need ? 

Ambassador Auien. It is, primarily through the community de- 
velopment projects. But practically all Indians know about our 
program today. This is partly by a coincidence. We didn’t have to 
put on a great publicity campaign. Not only the attacks on it by the 
Communists, but the point made by the Pakistanis that India is 
receiving our economic assistance, has popularized the program and 
spread knowledge of it. Every Indian who knows anything, no mat- 
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ter whether he can read or not, sits around talking politics. They 
discuss and debate our aid. They ask: “Are we receiving this aid, 
and should we receive it?” and so forth, so they all know about it. 

Mr. Carnanan. And it is your feeling that we should give par- 
ticular emphasis to the village-improvement programs? 

Ambassador Aten. Yes, sir. I don’t think that is the whole 
answer, by any means. There is no simple answer to the problems of 
India or any other underdeveloped country, but one thing comes out 
of the community development programs that is touching. I went 
down to Hyderabad in south India and found an American from 
Texas named Walker who had been there about a year and a half. 
When he first went there he was the first American technician to 
come to Hyderabad under the program. The local people looked at 
him and wanted to know what he was there for. They didn’t know 
what he was supposed to do and he didn’t know what he was supposed 
to do, and he just sat around for 6 months before he got anywhere. 

But with that technique which Americans have developed like 
nobody else in farm extension work, he just couldn’t hold himself 
back. It didn’t make any difference whether he had a program laid 
out for him, he was going out working with the farmers. He got 
together a group of young men to train for village work. 

I went out to his village trainee center with him, and it was an 
inspiring thing. These local boys couldn’t speak English and he 
couldn’t speak their language, but he got along with them beautifully. 
He had them all line up before me—we had our photograph taken— 
and he said, “Every one of you stick out your hand.” He didn’t 
need it translated. They knew what he was talking about. He 
counted the calluses on their hands. They weren’t boys who were 
used to working. He put out his hand and he had as many calluses 
as the rest of them. They were slapping each other on the back and 
were great friends. The month before, Prime Minister Nehru had 
gone out there. He was so impressed with the work of this com- 
munity development trainee center, with Walker as the chief, that 
he later spoke to 50,000 people for 40 minutes, 30 minutes of which 
he devoted to the dignity of human labor and the fact that the Amer- 
icans were the unly ones who had ever really mastered that concept. 
Walker’s 2-year contract was up about a month ago. He is now here 
on vacation, and, by unanimous consent, they have demanded that 
he come back for another 2 years. 

I can tell you story after story of that kind. 

A fellow named Jamieson from North Carolina was our repre- 
sentative up in the Punjab. We had some American farm boys 
visiting there under the 4-H Club program, including a boy named 
Peterson from Minnesota, a tall, blond Swede, who was living with 
a Punjabi family for 3 months. Jamieson brought him up to see 
Senator Knowland and me when we were touring the area. Peter- 
son had only been there about a month. He was a young boy about 
22, but he turned out his youthful beard as the Sikhs do and wore 
a purple Sikh turban. The villagers gave him the Sikh title Sardar. 
All Sikhs are named Singh and so Peterson became Sardar Peter 
Singh. They were all devoted to him. The warm affection shown 
was really inspiring. That type of thing, together with the com- 
munity projects, causes the Indians to know what we are doing. 
Psychologically, perhaps it is our most important activity. 





Chairman CureerrieLp. Mr, Jackson. , 

Mr. Jackson. Mr. Ambassador, your presentation is certainly con- 
vincing, although [ still intend to . something of a devil’s advocate 
on this particular question. My mind reverts today to a time about 
4 years ago when we heard all of the great things that we were going 
to do with $150 mi!lion of economic assistance in a place called Korea. 
Some of us had doubts about it, at that time, and I think subsequent 
events certainly bear out what was said here by the opponents at. 
that time. 

What is being done with jute? Is our technical cooperation pro- 
gram doing anything with jute production or improvement in 
techniques ¢ 


STATEMENT OF CLIFFORD WILLSON, DIRECTOR, UNITED STATES 
TECHNICAL COOPERATION MISSION TO INDIA 


Mr. Wittson. They have recuested no experts in the jute field. 
They have good experts in that field. 

Mr. Jackson. The reason I asked that is because we have a large 
program in Cuba to cut down on jute importations and make Cuba 
self-sufficient, so I am glad we are not trying to increase the Indian 
production for export. 

Several times, Mr. Ambassador, during the course of these hear- 
ings, India has been linked with Turkey. As I pointed out the other 
day, I think there is absolutely no parallel or analogy because Turkey 
brought to the program of assistance a will and a spirit which ap- 
pears to be entirely absent in the case of India. It is most presump- 
tuous of me to enter into any debate or controversy with you on the 
question because you are eminently better qualified by virtue of expe- 
rience to know about these matters, but when we were in Turkey in 
1947, the'Army staff officers we encountered said: “Yes; we can use 
American aid and assistance, but we will fight the Russians irrespec- 
tive of whether that aid or assistance is given.” So far as the relative 
paar upon the two countries are concerned, it seems to me that 

urkey has lived under the shadow of the bear many, many genera- 
tions without taking attitudes of appeasement or of neutrality. I 
think the Turks know what slavery would mean under the Soviet. 
I don’t think that the two situations are analogous in any respect, 
when you consider the Turkish determination and will to freedom. 

I want to take slight exception to your thesis that we should do 
this for humanitarian reasons. I am not going to belabor it. It is 
a rather unpopular concept on the floor of the House, I might add, 
simply by pointing out that in one of the Pacific mandated islands, 
as reported to me by one of the Assistant Secretaries of the Interior 
the other day, we have taken an island which the laws of nature 
have decreed through the centuries could support 27 families com- 
prising about 250 individuals. Through our great humanitarian 
instincts we have now succeeded in increasing by three times the 

opulation originally on the island there. As a result, our supply 
faite run in quite frequently. Nobody is today working because 
there is no reason why the original 27 families and their descendants 
should work while all the rest of them live off the largess of the 
United States. When the boat is a day or two late, irate representa- 
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tions are made to Honolulu to find out why the handout isn’t there 
ontime. Now,so much for our humanitarian works in that particular 
area of the world. 

I am very much concerned, Mr. Ambassador, about the Indian 
program. It is an honest, sincere concern. I am not being conten- 
tious about this just to be argumentative. 

I don’t see at this great distance—and TI realize it is difficult to 
determine the true facts of the matter—but all that we see in Cali- 
fornia, and the district that I represent, are the evidences of obstruc- 
tion which are put forth, not only in the way of the Prime Minister's 
public ae gee gs but also as Mrs. Bolton very ably representing 
the Congress in the United Nations reported to us in the U. N. I 
wonder how long a great sovereign nation has to be made the object 
of what must be considered premeditated insult, upon occasion. My 
people are concerned. I am concerned. That concern I know about 
from talking to other members of this committee, and it is very real. 
Some of the points you have cleared up this morning. As I say, I 
think your presentation was not only factual but very convincing. 
Some of the things that have troubled me have been cleared up this 
morning. But I “still have an intuitive feeling that all is not as it 
should be between friends. 

I wanted to put my concern on the record. I have no direct ques- 
tions. It is a nebulous sort of thing that makes it difficult for me 
to form specific questions as to the operation or proposed operation 
of the program. 

I have no further questions. 

Ambassador ALLEN. I am extremely interested in your remarks and 
let me say to you, sir, that nobody feels those very things that you 
have mentioned more keenly than I do sitting in New Delhi. The 
three particular points that you have made are well taken. TI can 
appreciate your statement that the Turks will fight, no matter whether 
they get any help or not. That was the main reason that I was so 
enthusiastic about supporting military aid to Yugoslavia. The Yugo- 
slavs were not saying, “You've got to give us this, or we might turn 
some other way.” They were saying, “We are going to fight to defend 
our country no matter if no one helps us. We hope we will have 
friends but we are going to fight.” 

Let me say this: "The Indians are fiercely attached to their national 
independence. They have just obtained it and you see the effect 
cropping up everywhere. Many Members of the House and the Senate 
have come to realize in their visits to the Far East, that the No. 1 
consideration to keep in mind in the Far East today is this new na- 
tionalist spirit. I think the Indians would fight for their country 
as best they could, no matter who invaded them. But there are 
differences in characteristics. The Turks and the Serbs are one thing. 
The Indian is another person. They do things differently. I can 

say with all genuineness that I believe that India also would resist 
any attack to the best of its ability. 

Now, much has been said, and I think quite properly, within the 
framework of the American understanding of the problem, about the 
Indian refusal to allow American planes: to fly over India to take 
reinforcements to the beleaguered fortress at Dien Bien Phu. I 
didn’t like the Indian decision but at the same time I think this should 
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be pointed out. The Indian decision was based on a policy that India 
has followed consistently for the last 7 years. India first adopted that 
policy with regard to Dutch requests to send troops across India to 
Indonesia. The Indians refused. They also have refused to let the 
British fly troops to Malaya and they have refused consistently, for 
6 years, to let the French fly troops to Indochina. Nehru has made 
solemn assurances before his parliament on several occasions that the 
Government of India is not permitting and will not permit the flight 
of combat troops across the country, so it isn’t a new decision. It only 
comes as new to the American public because this is the first time we’ve 
got involved. It is the first time we have made a request. 

On the question of humanitarianism, I may live to regret the fact 
that I used that as an argument for aid. 

Mr. Jackson. I won’t let it out of the room. 

Ambassador Aten. But I will say again that I wouldn't be honest 
with the committee if I didn’t admit that an element of that is in my 
reasoning. But I think there is a great difference between humani- 
tarianism and stupidity. Maybe, sometimes it is misplaced humani- 
tarianism, as would appear to be the case in your illustration regard- 
ing the Pacific islands. 

The question of giving away funds, whether it is the Government 
doing it or John D. Rockefeller, as we all know, is one of the most 
difficult things to know how to do well. I am told that when Rocke- 
feller first started out on his great campaign of giving away funds, 
he continued for 4 or 5 years and then suddenly stopped and appointed 
a great committee of the best experts he could find on the subject to 
determine how he could do it so that he would be sure that he was 
doing more good than harm. 

Mr. Jackson. Were those the grants or were those the dimes? 

Ambassador Atien. Perhaps both. 

Chairman Crirerrrevo. Mr. Hays—— 

Mr. Hays. Mr. Ambassador, you stated that the agricultural situa- 
tion may be the keystone to India’s economic progress. Do you mean 
that the use of this great manpower applied to food production under 
proper technical development provides the answer? Is that the point ? 

Ambassador Atien. Perhaps, partly. My main thesis, though, is 
that since 80 percent of the Indians live by agriculture at the present 
time and food is the first essential, improvement in agriculture may 
be the keystone to the development of India. I have heard this de 
bated by economists who know much more about the subject than I 
do—and I would not like to take too much time on questions of this 
kind from my colleagues who know much more about it than I do, 
but I have heard it said that Japan was able to industrialize primarily 
through surplus capital built up through agriculture. That is, when 
Japan was able to produce more agriculture than it needed, it began 
to accumulate capital wealth, through agriculture, which could go 
into industry. 

Perhaps that is the future in India. 

A great deal of mechanization has got to be done in agriculture. 
If India industrializes—and any country which wants to raise its 
standards of living must industrialize—manpower is needed for the 
industrial sector. 
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Nehru made quite a speech on that subject the other day. In 
discussing what had happened in Russia and probably in China, when 
people were taken off the farms before the Siren had been properly 
mechanized and were forced into steel mills and other industries, 
many, many deaths and hardships resulted. He said he could not 
possibly support such ruthless methods in India. 

: —_ Hays. I am trying to get to the point we may run into in the 
ebate. 

With regard to point 4, it is said there must be some degree of 
mechanization to make our food-production program effective and at 
the same time, mechanization releases employment in the rural areas. 
The question is, what to do about that. 

In other words, I know we can’t go into all those ramifications this 
morning, but do you see complications in what we are doing now, to 
improve technical skills in India’s agriculture? 

Ambassador Auten. I don’t see any problem on that. Do you, 
Cliff, or Norman? 

Mr. Wit1son. No; our program over there, while it has to do with 
a better tool, in agriculture, is not a program of tractorization or com- 
plicated mechanization, thereby releasing people faster than they can 
be absorbed. It is a matter of greater utilization, producing much 
more by the same manpower on the farms, because they have more 
drifting to the cities for employment than they have employment for 
now in India. 

Mr. Hays. I assumed that that is anticipated in all your plans. 

Now, the easiest program in the world to sell is the technical- 
assistance program, on this rather simple basis of getting people to 

roduce more out of the soil upon which to live, to sustain their own 
ives, and to improve well-being. It is an inexpensive program and 
to me it just is unanswerable, the argument that we get great returns 
from it. 

I doubt sometimes, though, that we are keeping carved out of the 
controversy, this jnexpensive, humanitarian program. That’s what 
I am getting at, and I want all the light I can get on whether or not 
the emphasis is there as it ought to be. 


STATEMENT OF NORMAN S. PAUL, REGIONAL DIRECTOR, OFFICE 
OF NEAR EAST, SOUTH ASIA, AND AFRICA OPERATIONS, FOR- 
EIGN OPERATIONS ADMINISTRATION 


Mr. Pavt. It is certainly there, sir. The other things we are doing 
1n India are complementary to this in the sense that they are helping 
to bring into cultivation many acres of new land which are not now 
cultivated and upon which people can be settled and become produc- 
tive farmers. That, it seems to me, is the thing that goes along with 
this, and that is the reason we are devoting funds to such things as 
tube wells on the Gangetic Plain, without which there can be no 
irrigation on that plain, and general irrigation projects. 

Mr. Vorys. Will the gentleman yield ? 

Mr. Hays. Yes, I yield. 

Mr. Vorys. On so-called technical assistance, you are planning to 
spend $4,321,000 on technicians, $875,000 on trainees, $14,285,000 on 
supplies and equipment. Including development assistance you plan 
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a total of $99 million for supplies and equipment, and $5,196,000 for 
technicians and trainees, so that financially, the emphasis on supplies 
and equipment ever technical assistance is nearly 20 to 1, so the em- 
phasis dollarwise is not on the thing you are talking about, Mr. Hays. 

Mr. Hays. Well, that is the very question. That puts in figures 
the point that I am making. 

Now, what is the answer to the point Mr. Vorys makes ? 

Mr. Pav. Would you care to talk to that ? 

Mr. Wixtson. I don’t have that in my presentation. 

Mr. Pauw. The answer is, I think, that the equipment we are sup- 
plying which we are not cz ulling technical assistance but calling de- 
ee assistance, there is quite a bit of capital equipment. There 

uite a bit of steel in this program that is going to be translated 
bot 1 into agricultural implements and in other basic forms that are 
necessary to the Indian economy. 

Mrs. Bouron. To be manufactured over there? 

Mr. Pau. Yes. Certain specialized shapes we are sending over 
which they cannot produce in their own industry, and in addition 
their own facilities are generally ‘nadequate for the steel production 
needed in India. That is more expensive than technicians and that 
is why we have broken out the technical cooperation side which is a 
continuance of the point 4 concept in a purer sense, and the develop- 
ment assistance which we are also requesting funds for. The two 
are intertwined and interrelated completely, in the agricultural field, 
for example, in bringing these many thousands of new acres into 
production. 

Mr. Hays. Is it pretty much administered by the same offices and 
agencies? 

Mr. Pau. Yes, sir; and through Mr. Willson’s office, who is our 
country director out there. The programs are treated entirely 
together. 

Mr. Hays. Do I have time to ask the Ambassador one other 
question ¢ 

Chairman Cutrerrretp. Go ahead, Mr. Hays. 

Mr. Hays. It is a rather delicate question but it has to do with the 
rumors that there has been a reaction against our missionary pro- 
gram—lI say it is delicate because it involves the relation of religion to 
political matters, but it does have governmental significance, if what 
I hear is true. There is a feeling that they want no imported culture, 
and it tends to embarrass the political program. To what extent is 
there a reaction against our missionary activities, due to religious 
forces and to what extent are we influenced by that, and is there a way 
to meet it without destroying the good things that our missionaries do 
for the people? 

Ambassador Aten. I am glad you brought up that question, Mr. 
a because it is one with which I am concerned every day in New 

elhi. 

To answer specifically your question as to what extent the agitation 
against American missionaries is motivated by religious reasons in 
India at the present time, I believe the primary motivation is not 
religious, but nationalistic. The same pressure that our missionaries 
are feeling is also felt by our business community. The Indians want 
to get into their own hands these organizations and operations which 
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have been in foreign hands. Indians say to our missionaries exactly 
the same thing they say to our businessmen: “Why aren’t you training 
up a local Indian Christian to be the doctor in this hospital or the prin- 
cipal of this school?” Just as they say to the National City Bank, 
“Why aren’t you training up an Indian to be cashier of the bank ¢” 

They don’t object to the Christian religion being propagated, or 
to the religious schools and institutions getting foreign assistance, but 
they would like to have them in Indian hands as much as they can— 
Indian Christian hands, 

Therefore, the religious motivation is not the primary one. I re- 
peat that this is the situation at the present time. If the present 
Government were changed and Nehru’s influence were to give way toa 
strong right wing communalist government, then religious reasons 
would immediately appear in the pressure against missionaries. If 
the Communists came in, the missionaries would of course all be out 
overnight. 

Mr. Hays. You make it clear that we have a stake in preserving that 
philosophy of Nehru’s of opposing communalism ¢ 

Ambassador ALLEN. Yes. 

Chairman Currerrretp. Mr. LeCompte. 

Mr. LeCompte. Thank you, Mr. Chairman. 

Mr. Ambassador, I have enjoyed and appreciated your splendid 
statement. It has been helpful and enlightening to me. There are 
some points, however, that I desire to ask you about: The separation 
of Pakistan from India. That leaves India with 360 million people, 
mostly Hindu, and the Pakistani are mostly Moslems? 

Ambassador ALuen. Yes. 

There are still 40 million Moslems in India, and about 1f million 
Hindus in Pakistan. 

Mr. LeCompre. But the movement is still going on to some extent, 
of the Hindus migrating into India—Moslems moving into Pakistan. 

Ambassador Auten. Very little. I think there is probably at the 
present moment more movement in the other direction. That is, Mos- 
lems who immediately, at the time of partition went to Pakistan, 
found out that they were displaced persons in Pakistan. Some were 
unhappy and uncomfortable, and their fellow Moslems who stayed 
behind in India seemed to be getting along reasonably well, so some 
of the refugees are filtering back. 

Mr. LeComrrr. Now, to carry that thought a little further, the 
division places Bengal or East Bengal as a part of Pakistan across 
the peninsula from India and the capital of Pakistan ? 

Ambassador Atten. About 1,000 miles. 

Mr. LeComrre. By boat it is perhaps farther than that. 

Ambassador ALLEN. Yes, it is 2,000 miles at least. 

Mr. LeCompre. And the people of Pakistan have to go around that 
peninsula ? 

Ambassador ALLEN. No; they have always been able to go by 
air. 

Mr. LeCompre. But most of them can’t travel by air, can they? 

Ambassador AtiteN. Most of them can’t travel by air and as a 
result, most of them don’t travel. Actually, except for officials, there 
never has been a great deal of travel between East Bengal and West 
Pakistan by the masses. 
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Mr. LeCompre. Is there a prohibition against them traveling across 
India over to Bengal and from Bengal to Karachi ? 

Ambassador Atuen. No: the big problem is physical, although 
with the disputes which arose between India and Pakistan, one side 

* another put in new restrictions. For example, visas are required 
+6 travel between East Bengal and West Bengal. A poor peasant 
who has a few sheep along the border never heard of a passport or « 
visa. ‘Those restrictions tended to draw a barrier between the two 
countries. Very recently, though, discussions were started just as I 
ieft Delhi, to eliminate the necessity for visas between Kast and West 
Bengal. New train service has just been reinstated from Delhi to 
Karachi, by way of Lahore. 

Those things are gradually being eased up. 

Mr. LeComrrr. Now, about the controversy over Kashmir, that 
is a controversy between Pakistan and India for possession. 

Ambassador Atien. Yes. 

Mr. LeComrere. It hasn’t been resolved in any way? 

Ambassador ALLEN. No. 

Mr. LeComrrr. And the State Department is laboring to bring 
about some kind of a solution ¢ 

Ambassador ALLEN. Well, we are working through the United Na- 
tions. It is the United Nations which is working with the case. We 
have done whatever we could to help as a member of the U. N. 

Mr. LeComrre. We have had a man over there in years past to try 
to reconcile the situation, haven't we? 

Ambassador Auten. Yes; Senator Graham was there for quite a 
long time and he is still in New York. He is still on the job, so far 
as I am aware. 

Mr. IL.eCompre. That brings me to my final question, if I still have 
time: Is the United States taking. sides in that controversy between 
India and Pakistan ¢ 

Ambassador ALLEN. We are not. We are merely trying to be a 
friend, to help find a solution that is mutually acceptable to India and 
Pakistan. 

Mr. LnCompre. They both want possession of Kashmir for economic 
reasons ¢ 

Ambassador ALLEN. I would say more nationalistic reasons. The 
majority of the Kashmiris are Moslems, so there is a certain religious 
connecti .n, also. 

Mr. LeCompre. Isn’t there any way for those people to decide which 
country, if either one, they want to belong to? 

Ambassador Auten. My Indian friends get a little upset when I 
remind them that Kashmir is just one of the territorial questions that 
disturb neighbors around the world. I lived with the Trieste question 
for 3 years, and the Saar and many other questions disturb neighbors. 
Kashmir is another one of the terribly difficult territorial questions to 
solve. 

Mr. LeComers, Thank you, Mr. Ambassador. 

Chairman Curperrimep. Mr. Lanham—— 

Mr. Lanuam. Mr. Ambassador, I just want to express to you my 
appreciation of the enlightening presentation you have made of this 
matter. It is the most encouraging thing that I have heard from any 
representative, any of our representatives in the Orient, because you 
have caught the idea that if we are to win in India, we must take 
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advantage of this nationalist spirit. I am just happy about it. I am 
wondering if we are taking advantage of that feeling of the peoples 
in the Orient that they want to manage their own affairs. I wonder 
if in the aid we are giving, this point 4 program, the technical assist- 
ance, if we are letting these people feel that they are doing it, and that 
we are helping. Are we in this field taking advantage of that spirit 
that you have spoken of ? 

Ambassador ALLEN. We are, and particularly in the community 
development program where it touches the people most closely. 

We are fully aware that the only way that that can succeed 1s for us 
to be the helping hand but that the motivating force and the direct 
leadership must be Indian. 

Mr. Lanuam. Now, that brings me to the last question and that is 
one I have been emphasizing in these hearings and that is whether or 
not we are attempting to force this aid upon the people or whether 
we are letting them request it and really initiate these programs. Are 
we saying, “Well here is a program we are going to put over here,” 
and then expect them to fall in line, or are we letting them really 
initiate it ? 

Ambassador Aten. Congressman, I am very glad you mentioned 
that point because, in all frankness, it is one which has disturbed me 
very much, not only when I first arrived in India, but constantly. 

Before you came in I referred to my last talk with Prime Minister 
Nehru just before I left New Delhi to come here. I said to him that 
I was going to Washington on the assumption that the Government 
of India welcomed our aid and would continue to do so. He said “We 
welcomed it within reason,” and I said, “What do you mean, ‘within 
reason’ ?” 

He said he recognized that if any country becomes so dependent on 
foreign uid that it becomes addicted to the habit, then it never will be 
able to stand on its own feet. He said India needed foreign aid but 
at the same time he did not want India to become an habitue of it. He 
wanted India to stand on its own feet as soon as it could and as well 
as it could. He feferred to this as a limitation on India’s desire to 
have foreign assistance. 

I might say that I respect that point of view. It is a great deal 
more dignified, it seems to me, and self-reliant than just to put your 
hand out for as much as you can get. 

Mr. Lannam. Thank you. 

Chairman Currerrreip. Mr. Prouty 

Mr. Proury. Mr. Ambassador, do you see any threat to Nehru’s 
political position in the foreseeable future ? 

Ambassador Aten. Not as long as he is able to keep the banner of 
nationalism solidly in his hands, and he has it at the present time. 
The biggest threat to his hold on that banner, in my own personal 
estimation, is not from the right-wing Hindu religious groups, but 
from the Communists. 

Take, for example, the present conflict going on regarding a little 
French enclave in India, called Pondicherry. It is one of the few 
remaining vestiges of European possessions in India. 

Now, Nehru is trying to keep in hand the movement to try to get 
Pondicherry, but the Communists, who are well organized and quick 
on the trigger to grab any issue of this kind, are trying to make them- 
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selves appear nationalistic and patriotic. They immediately sent 
shock groups down there to demonstrate on the borders of Pondicherry 
and to wave the Indian flag. You see, they are smarting under those 
accusations by Nehru who says, “You are Russian dominated. I don’t 
recognize that flag of yours.” 

The Communists are trying to get their lands on the banner of 
nationalism and would like to claim the credit for bringing Pondi- 
cherry back into India if they could. Theirs are the only hands that 
are really reaching up trying to get this banner out of Nehru’s hands, 
but at the present moment he has it firmly in his grasp. 

Mr. Prouty. What is the strength of the Communists in the govern- 
ment or the parliament? 

Anemalbe Aten. Out of 489 members, the Communists have 
about 20 or 25, perhaps. 

Mr. Provury. You said 80 percent of the people are engaged in 
agriculture. Now, what percentage of the national income goes to 
that 80 percent ? 

Mr. Wittson. It is a way below proportion. It is just about re- 
versed in percentage. Not quite. 

Mr. Pav. From 40 to 50 percent. 

Mr. Provuty. Thank you, Mr. Chairman. 

Chairman Currerrtevp. Mr. Bentley 

Mr. Bentiey. Mr. Chairman, I have several questions and I don’t 
want to delay the committee. May I ask the plans for this joint 
session? You are going to recess for the joint session, are you not? 

Chairman CurrerFrecp. Yes. 

Mr. Bentiry. What time do you expect to recess? 

Chairman CurrerFrevp. I think we are to be on the floor at 12: 15. 

Mr. Bent ey. I will see what success I have with these questions. 

Mr. Ambassador, I would like to ask you if you don’t want to 
qualify one statement that you made some time ago in your original 
opening remarks with respect to the statement, “Diversity strengthens 
the free world.” You would like to qualify that to a certain extent, 
I presume. 

Ambassador Atten. Could you express yourself a little more along 
that line? 

Mr. Benttey. I was thinking of recent events over in Geneva. I 
take it that you would like to qualify that. 

Ambassador AttEN. Yes, I see what you mean, of course. 

What I have in mind is the basic democratic point of view that 
the more people you have expressing their free opinions and views 
on a question, the more likely you are to come out with an answer that 
is true. If you have a dictatorship where there is only one man who 
makes up his mind, he may be the wisest man who has come along but 
he is not always going to make the best judgment. That is what I 
mean bv saying democracy “thrives” on diversity. 

Mr. Bentiey. After a decision has been reached by the majority, a 
certain amount of unity is desirable, is it not ? 

Ambassador AtiEeNn. That is quite true. 

Mr. Bentiry. I would like to ask you about that 5-year plan that 
T think Mr. Vorys mentioned. You said on your part there had 
been no commitments made to the Indian Government. 
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Do you know of any previous commitments made to the Indian 
Government by virtue of which they might have embarked on the 

5-year plan? 

Ambassador Auten. No, sir, not when you add that second quali- 
fication because I am convinced they would have embarked on the 
5-year plan regardless of whether they had the slightest hope of 
getting foreign assistance. I suppose there is no doubt about. the 
fact that they were encouraged and felt more confident in setting the 
level of the 5-year plan at somewhat above their expectations of reve- 
nue on the belief that they might get foreign assistance, of course not 
only from the United States. "The Colombo plan is quite active. The 
amount of assistance it gives is not as great as ours, but the Indians 
don’t look entirely to the United States for foreign assistance. 

Mr. Bentiey. Would you say then that even ‘if they didn’t receive 
foreign assistance from the United States, that they would continue 
within the limits of their efforts, the 5-year plan they have embarked 
on? 

Ambassador Atrten. I have no doubt about that. They would 
continue. 

Mr. Bentiey. It might stretch into a longer period of time than 
they anticipated. 

Ambassador ALLEN. Yes, and the momentum that is now going 
forward might get lost, might bog down, but they would go ahead 
on their own resources, I have not the slightest doubt about that. 

Mr. Bentiey. Now, let me ask you a question about the Indian 
people, Mr. Ambassador: The people over there are basically friendly 
to us, are they not? 

Ambassador Arten. I think they are; yes. There is one issue upon 
which perhaps 95 percent or more of the Indians are united in opposi- 
tion to the United States. That is the only issue on which there is 
strong feeling. It is the question of American military aid to Paki- 
stan. On that question they are all against us. 

Mr. Bantiey. But the people over there don’t have the feeling that 
we are trying to step in and take the place of the British insofar as 
colonial powers are concerned or anything like that. 

Ambassador Aten. No. 

Mr. Bentiry. They are basically friendly ? 

Ambassador ALLEN. Yes. 

Mr. Bentiey. That has been a result of our aid programs in the past 
to a certain extent, hasn’t it? 

Ambassador ALLEN. To a certain extent; yes. I think probably it 
is more the result of the traditional policy the United States has 
always followed of supporting the aspirations of dependent peoples to 
gain their independence. We made it absolutely clear during India’s 
fight for independence that we were on their side, and they haven’t 
forgotten it. 

Mr. Bentiey. There is what I would like explained, sir. India 
is supposed to have a democratic government. To what extent has the 
feeling of friendliness of the people of India communicated itself to 
its leaders and if it does so communicate itself to the leaders of the 
Indian Government then why isn’t that friendliness to the United 
States expressed by the Indian Government more completely than 
it is? 
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Ambassador Auten. The Indian leaders by and large are a reflec- 
tion, I think, of the attitude of the peoples. Insofar as my relation- 
ships with Indian officials are concerned, from the Prime Minister on 
down, there has been a steady improvement. I don’t think I should 
speak too much personally on this matter but when I first arrived, 
there was a distinct coolness toward me personally. The Indians 
didn’t know what to expect and they thought, “Here is a hard-boiled 
American career official with no soul and no feelings.” It was a change 
from that to which they had become accustomed, but steadily there has 
been a marked rise and in spite of the bitterness over military aid to 
Pakistan, Government officials including the Prime Minister himself, 
have seemed to try to let me know—and other Americans they come 
in contact with—that they don’t hold against individual Americans a 
difference of policy between the two governments. 

Mr. Bentiey. But that is a personal basis and not a government-to- 
government basis, if you see what I mean. 

Ambassador ALLEN. The biggest difference between our two gov- 
ernments is on this question of collective security. We feel that the 
whole free world is threatened by Communist aggression and should 
band together on a voluntary basis to solidify defensive positions. 
The present Government of India feels that India, certainly, and all 
the rest of the area between the Suez and Indonesia, should be aloof 
from that. That is where the direct conflict comes in between the 
policies of our two governments. 

I was asked a question about Kashmir a few minutes ago. Some 
Indians have told me that if we had held off our military aid to Pakis- 
tan until the Kashmir question was settled, or if we had given them a 
little longer opportunity to try to settle it, there wouldn’t have been 
any emotional feeling on the part of the Indians against us. How- 
ever, insofar as official policy is concerned, Prime Minister Nehru says 
that Kashmir is incidental. He says he objects to military aid on the 
principle that it makes a country in that part of the world line up 
with one bloc in the cold war. There is a sharp difference of view 
between us on that subject. 

Mr. Bentiey. I am afraid I still don’t understand how the good 
will is supposed to have been reflected by the Indian people, I still 
don’t understand why that good will isn’t indicated in the Govern- 
ment that is supposed to express the will of the Indian people. 

I have taken more of the time than I should. I will stop if neces- 
sary. I think it is an important question. 

Chairman Cxtperrtetp. Mr. Lanham—— 

Mr. Lanuam. In connection with Mr. Bentley’s question, can it be 
that the people of India do not believe in the power or the ability of 
military might to settle the difficulties of the world and believe more 
in the spiritual and psychological forces? I just wonder if that enters 
into their failure to cooperate in our military plans for protecting 
the free world. 

Ambassador Aten. I think there is a good deal of that. I wouldn’t 
say it is absolute, because the Indian Army, while it isn’t large, is 
quite good, and the officers are well trained under the British system. 
Now, if you talk to Indian military officials, they are just as aware as 
xn American official or anybody else as to the importance of a strong 
military position. 
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Mr. Lannam. I was wondering about Gandhi’s influence, his pas- 
sive resistance, and his belief in the power of spiritual and psycho- 
logical forces. 

Ambassador Auten. Well, even on that very point, Gandhi was 
appealed to in November of 1947, just 3 months before he died, by 
Nehru, because Nehru had gotten a sudden request from the Mahara- 
jah of Kashmir saying that the tribesmen were invading Kashmir 
and the Maharajah appealed for Indian troops to come and fight the 
tribesmen. Nehru cleared the matter with Gandhi, himself, and sent 
the Indian Army in and used force to resist the tribesmen. So while 
Gandhi spoke of passive resistance, he modified it when the chips were 
down. 

Mrs. Botton. Mr. Ambassador, Mr. Vorys and I have both been to 
the United Nations, and we found, or I found—I won’t try to quote 
him; I found an absolutely tmpossible attitude on the part of India, 
at every point. In reporting our conversations and so on, we found 
that there were numerous conversations with Mrs. Lakshmi Menon, 
who, we were told, represented Nehru and his viewpoint. She was 
said to be utterly independent of anybody else, she could do as she 
chose and could do what she wanted. She certainly did. She not only 
introduced amendments and resolutions that were conceived for the 
purpose of destroying any possible friends we might have. She rather 
boasted about it, saying it was her intention “To isolate the United 
States.” Those were the words in the conversation over and over 
again. 

This became.a very serious matter. Mr. Vorys tells me it was in 
Paris. Certainly it was in New York. 

We had an almost intolerable situation created upon several occa- 
sions. I was sorry to do it in one way, yet on the other hand I just 
buried her in a trap she laid for herself, when, in speaking about two 
little islands, she claimed were really independent whereas Puerto 
Rico was not. Finally, in asking her how this independence was con- 
stituted she finally had to acknowledge that the governor was ap- 
pointed by the Indian Government. The committee could not restrain 
its laughter. 

How can you justify the thing they are doing in the United Nations 
every day of the world, governmentally? How can you justify our 
going on turning the other cheek all the time, for 70 times 7? 

Ambassador ALLEN. Mrs. Bolton, you have made a very good and 
strong point. 

Mrs. Bouton. It troubles us very much.* 

Ambassador ALLEN. I know. It troubles me, too. 

Discussion off the record.) 
mbassador Auten. I can only say that fortunately not many of 
the 360 million Indians I have run into are difficult as she is. 

Mrs. Botton. But she represents her country in the United Nations. 

(Discussion off the record.) 

Ambassador Aten. I shall have to go completely off the record 
here. 

Discussion off the record.) 
mbassador AuLen. I regret the people you have had to deal with 
in the United Nations. 
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Mrs. Bouton. It can make it most difficult for us on the floor. How 
can we justify a program of gifts to India, a country who insults us, 
whose representatives are arrogant beyond words. They are intel- 
lectual snobs and they disgrace their nation in every way. I believe 
the Indian people are better than they are. 

Ambassador Auten. Yes, we have to keep our eye attached to the 
fact that we are dealing with a great nation in a certain geographical 
locality that is going to remain there, and to look at the other side 
of the question, in spite of all the difficulties and annoyances, India 
is a key country in this whole far eastern area. We learn by experi- 
ence in dealing with countries. I repeat what I said before that I 
think it would be a great mistake if we allowed our annoyances, great 
as they are, to persuade us to just sort of say, “To the devil with 
India.” 

Mrs. Botron. But we have this problem of the United States Con- 
gress on our hands. Also we have India’s attitude about Indochina. 
Do they not realize that they are going to bring communism right 
to their own doors? 

Ambassador ALLEN. India’s attitude on Indochina is rather like 
India’s attitude toward China itself. There is a mixture of feelings. 
Indians think the French started the aggression in Indochina 75 years 
ago and that it is essentially a coloni: 1] war but at the same time the 
Indians aren't happy with the idea of the Communists coming that 
much closer along the road to Calcutta, you see. 

Mrs. Bouton. Then, why don’t they help us? 

Mr. Vorys. It is 12:15. There is a photographer who wants to 
take a picture, I think, of Mr. Allen, and then we have to adjourn to 
get down to the floor. 

Ambassador ALLEN. Could I make just one little brief statement 
for the record: My attention has been drawn to the fact that when I 
answered the question on mica I left perhaps the impression in the 
record that the Indians could send us raw materials like manganese 
and so forth in repayment for loans, but the other facet is still there. 
It is the only way they get their dollar exchange. If they use their 
commodities to repay loans, they would be lacking that much dollar 
exchange that they now obtain. 

Mr. Vorys (presiding). We will have to adjourn until 10 o’clock 
tomorrow morning. 

(Whereupon, at 12:20 p. m., the committee adjourned to reconvene 
at 10a.m., Wednesday, May 5, 1954.) 
































THE MUTUAL SECURITY ACT OF 1954 


WEDNESDAY, MAY 5, 1954 


Commirree ON Foreten Arrarrs, 
House or REPRESENTATIVES, 
Washington, D.C. 

The committee met, in executive session, at 10:15 a. m., in room’ 
G-8, United States Capitol, Hon. Robert B. Chiperfield (chairman) 
presiding. 

Chairman Currerrieip. The committee will come to order. 

You will notice we have before us a revised copy of a proposed 
working draft of a bill prepared by the executive branch and a sec- 
tion-by-section analysis of the bill. 

As I understand it, we have Mr. Norman Paul and Mr. Willson 
before us this morning for further questioning on India and the Near 
East. I believe, Mr. Bentley, you had some questions. Would you 
prefer to wait until Ambassador Allen comes? 

Mr. Bentiey. I would prefer to wait until the Ambassador arrives, 
Mr. Chairman. 

Chairman Currerrretp. Do you have any further statement that 
you want to make or any explanation of any matters that have been 
brought to your attention ? 


STATEMENT OF NORMAN S. PAUL, REGIONAL DIRECTOR, OFFICE OF 
NEAR EAST, SOUTH ASIA, AND AFRICA OPERATIONS, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Pauw. Yes, sir; I do. 

I would like to, if I may, Mr. Chairman, make a brief statement as 
what is in the program and to try to show the committee the cause and 
effect aspect of the program. Then, if I may after I conclude my 
remarks, introduce Mr. Willson, our country director in India who is 
back here on home leave, and who has been in this program pretty 
much since it started. He will add a few comments, and all the way 
along be open to questions, or after we are through be open to ques- 
tions, whichever you prefer, sir. 

Chairman Currrerrietp. Very good. You may proceed. 

Mr. Paut. In view of Ambassador Allen’s extensive testimony yes- 
terday on the political side, or, in other words, why we are in India, 
I don’t think it is up to FOA to continue that, so I will get right into 
the program which starts I believe on page 229 of the unclassified book. 

We, on the operating side of this program are proceeding from the 
assumption which is embodied in this program before you that it is 
in our national interests to see a free and democratic society preserved 
in India, and on the further assumption that in order to preserve 
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freedom and stability in the Government there, we must help the 
people of India to raise their standards of living. In order for all this 
to happen there has to be a considerable increase in the production and 
productivity of the Indian economy. That is the basis for our pro- 
gram and the only basis for it. 

If I then could move from the assumption upon which our program 
is based to the obvious question, “Is United States assistance making 
an important contribution in this process, and in what way, and is it 
necessary ¢” 

Now we have, through this fiscal year, furnished India $185.7 mil- 

lion of economic and technical assistance. This excludes a special 
program of $4.5 million for grain sorghum in fiscal year 1952, using 
‘China Area Aid money, an an additional $190 million which was 
loaned to India in fiscal year 1951 and fiscal year 1952 for purchase 
of American grains under the India Emergency Food Aid Act of 
1951. That is through fiscal year 1954, since the program started 
in fiscal year 1951. 

For fiscal year 1955, as indicated in the book, we are requesting 
$104.5 million, of which $85 million is in the form of development 
assistance, and $19.5 million in the form of technical cooperation. 

Chairman Currerrretp. May I ask a question there: Why was the 
figure of $85 million disclosed? The corresponding figure is not dis- 
closed in any of the other areas. 

Mr. Pavt. I believe it is now, along with the Pakistan aid figure, an 
unclassified figure—obviously, the Secretary had it in his opening 
statement so it was unclassified at that point. 

Mr. Vorys. That was the only figure in the world that was itemized 
at that time. 

Chairman Cuirerrretp. You have us onthe spot. If we cut it now, 
then this committee cuts. In other countries there is no specific 
amount to be cut, but in the case of India, there is. 

Mr. Paut. I don’t know why that was the only figure. 

Chairman Cureerrretp. Well, I don’t like it, I'll tell you that much. 
I don’t direct that to you, Mr. Paul, or to anyone here, but I just don’t 
think it should have been done; that is all. 

Mr. Vorys. The point the chairman is making, I think with Sec- 
retary Dulles and Mr. Stassen, in this whole troubled world 
Chairman Currerrtetp. Two places: Ireland and India. 

Mr. Vorys. Ireland came along a little better, but the only place 
where it was mentioned exactly what a country was to get, was India. 
Now, there must be some significance to that. ‘There was some signifi- 
cance to our chairman and to myself and other members of the com- 
mittee. The most important thing is not to be lined up with the 
United States in foreign policy but to have a divergent foreign policy 
and then the amount you get is committed by the executive branch. 

Now, there is and has been enormous significance to that. I think 
our chairman wondered why, and some of the rest of us did, too. 


STATEMENT OF GLEN A. LLOYD, DEPUTY TO THE DIRECTOR, 
FOREIGN OPERATIONS ADMINISTRATION 


Mr. Lioyp. I point out on page 10 of the book before you, there 
are a great many figures. There are a few country figures that are 
lumped in a total figure but there are a great many country figures 
given there. 
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Mr. Vorys. That came along about 10 days after our hearings 
opened, 


STATEMENT OF JOHN E. MURPHY, CONTROLLER, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Mourrny. Also, if you will recall, Governor Stassen in his open- 
ing testimony dealt for quite a while on the Korean total figure and 
the Indochina total figure. 

Chairman Curprerrietp. I wasn’t present at that time. 

Mr. Vorys. Not in his opening statement, as I remember it. 

Mr. Murpry. On the first day he pointed out $1,133 million for 
Indochina and that it represented a third of the total aid request for 
the year, and he dwelt on the Korean figure, the $241 million figure 
for Korea. He didn’t get into detail on the technical cooperation part 
for the individual countries, but those figures, of course, were in the 
classified book to begin with, and, true, this book came along about a 
week later putting them all on an unclassified basis. 

Chairman Currerrtecp. I didn’t mean to interrupt you, Mr. Paul. 
Go right ahead. 

Mr. Vorys. Was there another statement ? 


STATEMENT OF FREDERICK E. NOLTING, JR., SPECIAL ASSISTANT 
TO THE SECRETARY FOR MUTUAL SECURITY AFFAIRS, DEPART- 
MENT OF STATE 


Mr. Noxtrne. In connection with Secretary Dulles’ opening state- 
ment when he did mention the Indian figure, what he was seeking was 
an illustration of one of the major items in the development aid field, 
and I am quite sure there was no attempt to lock this in as anything 
more than an illustrative figure but he did select that one as a principal 
and major and largest item in the development field. Other figures, as 
Mr. Murphy pointed out, were mentioned also in the statement for 
the same purpose. 

Mr. Pau. I would like to speak to the significance of the Indian 
5-year plan and the way in which we believe our program is making 
a necessary contribution to it, and also why we think it is necessary 
to make a contribution to it. 

Now, this plan runs from 1951 through 1956. The total cost is 
£4.71 billion equivalent in foreign exchange and in rupees. They are 
anticipating or rather hoping that another 3.5 billion in rupee-dollar 
equivalent will come from the private sector of the economy but there is 
no guaranty that they will achieve this latter target and in fact there 
is no guaranty that they will achieve the former target at the moment. 

As of the end of the first 3 years of the plan, which has just ended, 
approximately 2 billion, or 42 percent, of the $4.71 billion had been 
entered into the expenditures for development. 

The trend in recent days has been definitely upward. As I believe 
Ambassador Allen indicated to you yesterday, the Finance Minister 
announced before his Parliament very recently that for the financial 
vear starting April 1, 1954, India was gceing in for more than $500 
million equivalent deficit financing toward the meeting of their 
development plan goals. This was a doubling of the amount during 
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the previous Indian fiscal year and five times more than the amount in 
the fiscal year preceding that one. 

Mr. Vorys. ‘That is 500 million, is it not? 

Mr. Pau. Five hundred million, that is right. 

Now, I mc: tion these figures simply to indicate there is a con 
siderable amount of urgency attached to the attainment of these goals 
from the point of view of the Indians. Now, why? One of the 
reasons obviously is, the next free election, the time when the people 
in India make their free choice as to which way they are going to go 
and which kind of government they want, occurs in 1956. Nineteen 
fifty-six is the election year and there is the urgency attached to 
that. 

However, I would urge the committee also to bear in mind that 
there is another reason for the urgency of this development plan 
[security deletion] and that is the fact their their neighboring 
country, China, is engaged in a development plan of enormous pro- 
portions which is geared principally in the heavy industrial and 
transport field, the kind of things it takes to make up a mighty war 
machine which Communist China now has and has every intention 
of expanding. They feel very much the pressure of what is being 
done in China. Of course, a few million Chinese are being killed 
or starved in the process and, of course, the Chinese Government 
isn’t paying any attention to the needs of their people as such but 
nonetheless in the tangible, hard things such as industrial equip- 
ment, China is making great advanc ement and the Indians know this. 

(Discussion off the record. ) 

Mr. Pau. Assistance to date has been through United States as- 
sistance, through the Colombo plan, which has furnished, according 
to my figures, $62.3 million roughly, mainly from Australia, Can- 
ada—— 

Mrs. Boiron. Would you repeat that, please ? 

Mr. Pac. $62.3 million. It has been mostly in the form of wheat 
from Australia nd Canada and also there is $11 million worth of 
railroad equipment, I believe, from Canada. We can give you a full 
breakdown on what the items are. 

Mr. Javirs. What period is that? Sixty-three million dollars in how 
long? 

Mr. Pavui. That is over a 3-year period, I think. 

Mr. Vorys. It is out of a 2 billion figure raised so far. 

Mr. Pau.. Yes, sir. 

To date they have received or have in process, $109.5 million of 
loans—this is since 1949, from the International Bank. The rough 
breakdown of this amount is $32.8 million for railroads; $7.2 million 
for agricultural development purposes ; $18.5 million for electric 
power ; $31.5 million for steel, and $19.5 million for flood control and 
irrigation. 

I might add that I don’t believe the negotiations on the new steel 
plant, which involve the largest amount there, have been completed 
as yet but negotiations are still in process, The only other external 
assistance India is rec eiving is from the United Nations technical as- 
sistance, which amounts in dollar terms to a little more than $3 mil- 
uon; UNICEF, which has expended $8.6 million in India, and the 
Ford Foundation which has expended roughly $7 million. 





























Now, the economists inform us that even under the most optimistic 
assumptions as to India’s financial capacity and what they are likely 
to be able to finance, apart from United States assistance, there is a 
$375 million gap in the achievement of this 5-year plan. We are not 
proposing in the executive branch to try to fill ‘th: at financial gap. 
There have been recommendations, as vou know, in past years that in 
order to make this development plan su icceed, the United States should 
fill the financial gap for it. However, it is the policy of this adminis- 
tration that we simply can’t afford, in view of the priorities of our 
other demands upon our economy and upon our resources to do that, 
and so we are asking for a financial sum but not a financial gap-filling 
sum. Weare addressing our aid to specific trouble spots, high-priority 
projects within the development plan. 

Now, the major fields in which we are trying to help in this process 
are, first of all, agriculture. Despite the fact that India is an indus- 
trial nation to some degree, they still have the overriding problem of 
improving their agriculture, growing more food, and having a better 
distribution of their food among their people. As Ambassador Allen 
told you yesterday, 80 percent of the people live on the land and in 
the villages. 

Therefore, the community development program is really at the 
core of our entire development effort. It started about a year and a 
half ago. 

(Discussion off the record.) 

Mr. Pav. It was not in their development plan when it was first 
announced. 

Up to now, by January of this year, rather, there had been 3,170 
village-level workers trained in this program, and 564 extension super- 
visors. There are 1,582 village-level workers, and 164 supervisors now 
enrolled and in the process of training. 

There have been, to date, through this fiscal year, 23,450 villages 
covered through the community-develo ‘pment program. 

Mr. Carnanan. What was that number again, please? 

Mr. Pavu.. Twenty-three thousand four hundred and fifty, sir, 
which in turn—and this, of course, is a rough computation—affects 
21,360,000 people. In 20 years the Indians hope this will cover all 
the Indian villages. We cannot tell whether it will or not but it has 
become a national movement. There is no doubt about it. We are 
not getting Americans out into all the villages. Obviously with 170 
Americans in the country we cannot attempt to do that. So our assist- 
ance in this field is largely related to the furnishing of technicians 
to train Indians to train other Indians and to provide them with the 
tools they need for demonstration and training purposes. 

Now, staying on agriculture as the primary emphasis in our pro- 
gram, I would like to get into some of the other ways in which we are 
helping that process. First of all, the Indians have to do two things. 
They have to learn to use their land better and they also have to bring 
new land into cultivation. Now, on the first point we have imported 
substantial amounts of fertilizer into India to help the process of bet- 
ter use of the land. That has been distributed widely, in relatively 
small amount, considering the whole country, as a demonstration 
matter, to show them that with improved fertilizer they can grow 
better food and more food. And this year, you will notice in our pro- 
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gram, we have funds requested in order to help finance a fertilizer 
plant in India so that it can meet at least a portion of its own fer- 
tilizer needs through its own indigenous production. 

Also from the point of bringing more land into cultivation, we 
are assisting in large-scale irrigation and river-valley development 
penenets. India wants to increase its irrigated areas from 48.5 mil- 
ion acres to 63.5 million acres, and half of this increase is to be 
through river-development schemes, dams and canals. They are plan- 
ning to spend the equivalent of $560 million on this important proj- 
ect. We are providing technical assistance and development assist- 
ance. Nineteen million dollars of imported supplies from the United 
States have gone into this project, and in the projects in which we 
have been assisting. Five million new acres of land have been added 
and a computation has been made that this will mean 3.3 million 
tons of additional food grain produced. 

There is another means through which we are helping in the proc- 
ess of bringing more land under cultivation and that is the tube-weil 
program. This program is largely concentrated in the Gangetic Plain 
which is a large plain 750 to 800 miles long just below the Himalayas 
where there is a great resource of underground water which comes 
from the runoff of the Himalaya snows but which is not on the sur- 
face and has to be drilled for. 

We have to date contracted for 2,850 production wells and are cur- 
rently in the process of contracting for 350 exploratory wells in 
other parts of India. The United States investment in this program 
has been $24.5 million, to date, mostly from fiscal year 1952 and 
fiscal year 1953 funds. The target for tube-well irrigation is 1 mil- 
lion new acres. 

As I say, that has been the major emphasis of our program and 
has been the major item of our expenditures to date. 

In the industrial section, however, we have also been helping India. 
First of all, in the way of steel. We have financed 310,000 tons of 
steel for India since 1952, at a cost of roughly $42 million. 

Mr. Vorys. How much steel ? 

Mr. Pau. 310,000 tons. The cost, $42 million. This steel goes 
into the India steel pool where it is distributed. The first large slice 
of that steel was conditioned upon its use for manufacture into simple 
agricultural implements. Subsequently, we have permitted the dis- 
tribution of that steel into the overall Indian industrial complex. 
They need more steel than they can produce. Their production ac- 
cording to my figures is 1 million tons, roughly. Their annual re- 
quirements are a minimum of 2.3 million tons. This is the main reason 
why they attach the great significance to the steel plant they have 
asked the International Bank to finance. However, in the meantime, 
there is a great deal of production to be done and an absence of steel. 
We have therefore helped in that process. 

In the transportation field, I testified at some length on this before 
and I believe there has been a lot of discussion in committee so I 
won’t bore you with further details on the railroad project, except 
to remind the committee that the purpose of this was to bring about 
a better distribution of food, industrial raw materials, around the 
country of India. The lack of raw materials was forcing many plants 
to shut down and causing unemployment thereby. Also there has 
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been a complete inadequacy of the food distribution system although 
they have had good crop years. 

The railroad system of India is a well developed one but it was 
badly run down. During the prewar depression years, there was vir- 
tually no reequipping of the railroads. During the war there was 
not only no reequipping but a great deal of Indian rolling stock was 
sent by the British to the Middle East where there was a more urgent 
wartime need for it. 

Therefore, the Indians are going in for a large-scale replacement 
program. <As of last July they informed us this was their No. 1 
priority project and they requested our assistance and we granted 
it—$20 million went into the procurement of railroad equipment in 
this year’s program. 

Now, to summarize, if I may, the emphasis has been on agriculture 
through community development, irrigation, better use of the land, 
bringing mere land into cultivation, industry and transportation, 
which is related both to food distribution and to industrial raw ma- 
terial distribution. 

Now, I want to emphasize that this is related to a plan. It is not 
a rathole operation. We have very definite ends in mind and a very 
definite idea that we are not going to be in the business of grant aid 
for India too much longer. We want to get out of it as soon as we can 
consistent with what we feel is our own national interest. 

We are helping in other fields that I have not emphasized because 
I think they are well known to this committee, such as education, pub- 
lic health and so forth. I will give you one example of the public 
health program. We had a large-scale attack on the malarial problem 
in India. Two hundred million Indians live in malarial areas and 
100 million of them are infected with malaria, each year. We have 
imported large amounts of DDT and spraying equipment into India 
and technicians in order to help solve this problem, and as of this 
year, our public-health expert informed me that the problem was 
virtually 50 percent under control. In another year we hope it w te be 
largely licked and that the Indians themselves will be able to pick it 
ap and carry on without our assistance. 

Mr. Willson, I think, is the real expert on India and may have a few 
amplifying remarks, first. 

We will proceed as you like. 

Chairman Currerrtetp. Mr. Willson, you may proceed. 


STATEMENT OF CLIFFORD WILLSON, DIRECTOR, UNITED STATES 
TECHNICAL COOPERATION MISSION TO INDIA 


Mr. Witxison. Mr. Chairman, I think probably what I can say 
that would be most enlightening would have something to do with 
how we went about carrying out the program that was appropriated 
for, and what progress we have made and what results. The general 
outline and the statistics have been well given, but yesterday, one 
of the members of the committee asked a question that I think I might 
answer now so that I won’t forget it later on. It had to do with a 
remark made that 80 percent, or a little over, of the people living in 
these agricultural centers, what percent of the national income ,le 
they cet 2 

45700—-54——_35 
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Well, that 80 percent of the population of India receives about 48 
percent of the national income. ‘The national income in India runs 
about $18 billion or $19 billion a year, for a population 214 times 
our size, and that figures out that the agricultural people have a pe 

capita income of about $ $50 to $55 per annum. 

When we went to India to get this program underway, which pro- 
gram was started in January 1952, they were still distributing wheat 
from our wheat loan, following the famine that they had. The onl) 
thing the Government of India or anyone else could think of was how 
to avert a further situation such as that, so they were obsessed with 
growing more food. They wanted to know how to grow more food 

Likewise, at that time partition had greatly reduced the irrigated 
acreage which before partition was about 24 percent and afterward 
about 18. It went up the other way in Pakistan, of course. 

Everything was pointed toward irrigation development, and 
forth. The program is a rather long-time program. As we know, 
in this country we don’t develop large irrigation projects overnight 
and the need for food was urgent and great, and if anything could 
be done that would effect that more quickly, it appeared to us to be 
the most essential thing that could be done. It would satisfy a felt 
need and a need that they were working very hard to correct. 

We directed their attention to the 250 million acres that they have 
under production which has an average production of about half of 
that in the United States—in the case of rice, for example, about : 
fourth of that in Japan. It means there was great opportunity for 
increased production quickly on that 250 million acres. When you 
start with such a low average a bushel or two increase is a very big 
percent. The question was, “How do we reach the people to accom 
plish this?” 

Just a changed tillage process with a plow instead of using a stick 
would raise it 10 or 15 percent. A new variety of which they had 
developed some, but not distributed, would raise it 10 or 20 or 30 
percent. Additional water, of course. 

Fertilizer was a big item as experiments have shown all over the 
world and what they have shown in their own experiment stations 
was that they could double the yield with fertilizer in many places 
where fertility was low. 

However, it was still down within the realm of ordinary practices. 
In working to get the project accomplished, and with their previous 
experience of village improvement ideas, and so on, they developed 
and we promoted and assisted and helped in what became known as 
the community development project. 

I would like to show the location of these project areas, because 
they are very significant. 

(A map of India was shown on which the location of 1952 and 1953 
community development projects and training centers were indicated. ) 

This shows the community assistance program under the Indo- 
American technical cooperation program. Community development 
also became the major vehicle through which the imports under other 
projects were routed through to the people so that they went into good 
use, and with broad application and broad knowledge of the projects. 

That shows community development for the first 2 2 years, 1952 and 
1953. The development program. The gold there represents areas 
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or projects where there are 300 or more villages involved. The silver 
represents areas where there are 100 villages or more involved. ‘They 
call them bloes. 

The little red country schoolhouse buildings—they look like from 
here—are the training centers that we have assisted the government 1n 
setting up to train people to work and do the job in all these com- 
munity project areas. Incidentally in these training centers not only 
did we help with them, but the Ford Foundation also helped in estab- 
lishing those, and the centers and the states all participated. 

It was necessary to establish initially 30 of those training centers 
to train the people that Mr. Paul mentioned are in training and have 
been trained and are now working on this. Since then it has been 
increased to 40 training centers with the assistance of the center and 
the states, and an illustration of how this thing operates and is being 
adopted by the states, and the success of this project can be shown by 
taking the united province in the northern part which is e state of 
60 to 70 million people. They have four training centers in which 
our American technicians are helping people train people to work in 
the villages with farmers. They are twice removed from doing the 
job in the village, because 30 or 40 agricultural people, to make their 
influence widely felt, had to operate through training others to do the 
job in the rural areas. 

There were about 4 Indian trainers in each of these 4 centers in this 
area. Now this state, and other states have done similar things—took 
3 out of each of those 4, making 12, and started on their own 12 more 
training centers to train people to work in villages and community 
projects, because they said they couldn’t possibly go fast enough and 
the center wasn’t able to help them fast enough. 

There has been a snowballing and momentum gathered throughout 
this area. 

Incidentally, in this project and in other technical assistance work 
over there you might be interested in knowing that the technicians 
from America—from my own knowledge—and I think this is low 
because there are probably other states involved are from 29 States 
in the United States. They work in all 28 states of India and are 
located with their headquarters in 19 of those states. This illustrates 
the impact and the spread of these people working people to people. 
This is entirely helping people to help themselves. That is the basis 
under which the village level workers are being trained. These train- 
ing centers do not train them in basic agriculture, they have that 
training. 

Mr. Vorys. The Americans you mentioned from 29 States, how 
many are there that you have referred to in this training center ? 

Mr. Paut. We have in the training centers about 40 or 42, some- 
thing in there, who are working directly on this and this only. Then 
we have other technicians who work on this and on related matters 
as advisers to government people. 

Mr. Paut. The 500 are Indians. 

Mr, Vorys. There are 40 Americans. 

Mr. Wiutson. There are 40 Americans. It has changed because 
some are coming and some are going. It is right at 40 or 42. 

Now, this illustrates the technical assistance work that is being done. 
Incidentally these areas that are shown are just the 52 and 53 proj- 
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ects started in the first 18 months. Last year they doubled this 
number, which are not on the map—200 more blocs are going on 
there, which means this program is being felt by 50 million people 
in India. 

Fertilizer is largely distributed where they have these training 
people, in getting the extra additional production from that. It is 
the vehicle through which the contacts are made so that the steel 
which was imported in the first 2 years was utilized for agricultural 
purposes. Sixty percent was allocated to the blacksmiths scattered 
throughout the villages and 40 percent to agricultural tool manu- 
facturers. 

It was the vehicle through which much of the good use of the water 
that the tube wells are producing is being accomplished because about 
half of the tube wells we are assisting with, are in areas such as this. 
And the government of the states there now are selecting areas where 
water is becoming available through their river valley development 
projects. So community development assistance in itself would not 
have accomplished what it has and given the impact it has if it hadn't 
been for the economic support put under it. It would have been 
little use to have told them and tried to talk them into using fertilizer 
if they didn’t have fertilizer in India, or a molboard plow if there 
weren't the right type of steel available to make a molboard plow. 
It was these other projects and the economic support of this that has 
made it so effective. 

Another very large project I just mentioned was water utilization. 

Moneywise we have put more into water and water development 
than anything else because it is a capital-investment type of a thing. 

Mr. Wittson. We also have a group of engineers advising with the 
Government on doing this. 

Now, this map shows widespread location of the areas that we are 
helping on water. The greens are the river-valley development areas— 
I mean the crosslines; the large areas are your river valley develop- 
ment areas, where we are helping them with equipment and technical 
assistance. The small, solid ones at the bottom are the tube-well 
areas which are up in that northern Gangetic plain below the Hima- 
lavas, and the exploration areas are the cross-hatched red areas which 
are in 15 different states, where they are not assured of water. Geolo- 
gists think they have water and they are carrving on explorations. 

Now, as we were over there and working with these folks in de- 
veloping a program the first year, we found that a very essential 
method of doing this was to know what the people in the villages 
and throughout India wanted, and what they considered to be their 
main problems, so as to give them an incentive, personally, to do 
the thing that India needed as a whole. 

(Discussion off the record.) 

Mr. Wii1son. Working with village workers, trained as they were, 
in this extension-technique approach, it was soon discovered that what 
the people wanted most—although they want a little more clothing and 
a little more food—what they really felt they wanted most and would 
work the hardest for, was more schools, more education, and something 
to do about better health. And so that became a major part of the 
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program in the second year. Norman Paul has mentioned the ma- 
larial program and given you the figures on that. 

Once you get these endemic areas under control then the mainte- 
nance of control no longer takes the tremendous amounts of chemicals 
and so on that it cost to bring it into control and it comes within the 
financial ability of the States to carry it on. We are not starting 
anything that they won’t be able to carry on, once they get over the 
initial peak. 

Our program that year of course carried on largely into an expan- 
sion of the malarial work and this last year into a ‘similar type, large- 
scale program that the center is sponsoring through the States, on 
improving sanitation, village sanitation, and water supply, which is 
currently even worse than malaria as a factor in poor-health 
conditions. 

Now, the bringing of malaria control in as early as it was was largely 
by reason of the fact that it is such an important factor in agricultural 
production in India. They have several million acres that are not in 
production because it is so endemic that the people can’t even live there. 
Worse than that, as Norman has said, they have about 100 million 
to 150 million cases of malaria every year. These are most prevalent 
during the monsoons when they should be most energetic in producing 
crops. It meant that billions ‘and billions of man- days of labor were 
not being done by people and crops were not being produced, even 
where they had the land. Therefore, this in itself will greatly in- 
crease the agricultural production by bringing that under ec ‘ontrol and 
letting these people during the good crop season, do the work necessary 
to produc e crops. How much has this ac complished to date? The 
increase in agricultural production in India has been 5 or 6 million 
tons more last year than the year before and the estimates this year 
are that much more than last year, so there has been a very large 
increase in production. Most of that, as has been indicated, was the 
result of good monsoons. Nevertheless, with this large number of 
people putting better practices in use a major contribution has been 
made by this project to that production and will continue with an 
expanding impact as time goes on. 

I cannot give any firm figures but somewhere between 1 and 2 million 
tons might be credited to the agricultural production program that 
the Indian Government with the states is carrying on over there with 
cur advice, technical assistance, and guidance. 

Now, Norman Paul has pointed out that in 1954 our program again 
was enlarged to include industry, and largely from the standpoint 
of providing employment. There are millions of people unemployed 
in India. There have been for a long time. Unemployment has been 
going up. There were factories not running by reason of lack of 
raw materials and supplies, and so on, The Government was becom- 
ing increasingly aware of this. 

(Discussion off the record.) 

Mr. Wix1son. Now, in the economic-development plan, industrial 
development had been largely left to the private sectors, because they 
have a mixed economy and believe in mixed economy with industry 
being done through private enterprise, and so on. 

In our original “) anning on Ris working with the Government, 


and, incident: ally, in our discussions with the Government there they 
have made the planning committee the central committee of the Indo- 
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oa an program. I am a consultant to said committee so I am 
vailable to consult with them on their 5-year-plan proposals and 
so on and so on. 

The method of working with that committee, I might say, and 
working with the Government officials, whether they are at the center 
or state level, is not to step in and try to run programs. Bear in 
mind we are trying to help them to help themselves. It is a reenact- 
ment at the various levels of what our training centers teach the 
village workers to do in the villages—where you help them ferret 
out and recognize their own problems and then develop ways and 
means of doing something about it. 

(Discussion off the record. ) 

Mr. Wiitson. So we put quite a bit of our program expenditure 
estimates into industrial development, in the illustrative setup. 

As that was worked out and developed in detail more clearly with 
the Government with this increased crop and increased wnemploy- 
ment and increased demand for railroad services which were not 
always available, they found and convinced us that the most urgent 
thing to help in the private-investment field as well as in their overall 
economic development was to do something about transport and com- 
munication. Hence the request for the aid in railroads, which we 
went into very carefully in a period from July to September, before 
we finally worked it out. We had, I think, in that illustrative pro- 
gram, some $20 million or so that we had figured for industrial devel 
opment. By taking a major part of that and putting it into transport 
development, we worked out with the Government of India a plan 
whereby this development was not a subsidy to the railroad; the 
Central Government, from railroad accounts, would deposit in what 
we call fund B—counterpart, probably, is the term more commonly 
used here—full commensurate value. Into this fund would also go 
the returns from steel imports. From this fund $15 million worth 
of rupees for the setting up of an industrial development finance 
corporation was agreed to. 

So that the money we originally thought in our plan would go 
directly to industry has gone to communications needed by industry 
and agriculture and an equivalent amount has been made available 
into the counterpart fund for use in an industrial-finance development 
corporation to be used for financing private industry in India. The 
World Bank has had a team in India and worked out the plans with 
the Government of India and private industry in such a way that 
the IBRD is willing to extend a line of credit to this industrial- 
development corporation. 

Mr. Paut. I neglected, incidentally, if I may for a moment, to 
mention to the committee that the details on that plan are $15 
million worth of rupee counterpart funds to be contributed to the 
setting up of the industrial-development corporation, strictly for the 
private sector of the industry in India. No Government enterprise 
is involved; $7 million is coming from Indian private capital—$7 
million in rupees—the World Bank would supply $10 million worth 
of dollars to help set this corporation up, and the ‘remainder of the 

capital would come from British and American private sources, so 
there are no dollar United States contributions to this, but I neglected 
to mention it when I was listing the IBRD loans. 





Mr. Wuzson. The first funds that came back into counterpart from 
our original fertilizer and steel imports have all been reprogramed 
back into community development to help expand that faster and 
faster as was being demanded by the villagers throughout India. 
In addition to the foregoing and the $15 million for industrial 
development in the private sector, it was agreed that additional 
amounts for community developments, more training centers through- 
out India, and agricultural finance would be available from this 
fund. 

(Discussion off the record.) 

Mr. Hays. What is the exchange ratio? 

Mr. Wittson. 4.73 rupees to the dollar. It varies from 4.71 up to 
.75. In the entire 214 years I have been there it has been very 
stable. 

Now, I could talk more about this, but I wonder if it wouldn’t be 
best to just give you a broad outline of the thinking. The approach, 
as I said, has been helping them to help themselves throughout, and 
putting our economic assistance or dollar assistance, you might say, 
in back of the development activities, where it supported the technical- 
cooperation program and made that program much more effective. 

Chairman Cuirerrietp. Thank you, Mr. Willson. 

Mr. Ambassador, several members of the committee had additional 
questions they wanted to ask you, and that is the reason we have 
asked you to come here again this morning. If anyone wishes to 
ask Ambassador Allen questions, he may do so now. 

Mr. Javits—— 

Mr. Javirs. I am really not first, if others wish to precede me. 

Chairman Cureerrretp. Mr. Smith—— 

Mr. Smiru. I wasn’t here, and I am not going to impose. I have 
some general questions in a few minutes. 

Chairman Cuirerrretp. Mr. Vorys—— 

Mr. Vorys. While we are on this general proposition, I have a 
couple questions, and since Mr. Bentley was interrupted in his inter- 
rogation of the Ambassador, I wonder if he would yield to me now 
for these questions. 

Mr. Bentiey. I so yield. 

Chairman Cutrerrrerp. Mr. Vorys—— 

Mr. Vorys. I have been informed that for the railroad equipment 
which we are purchasing, that American firms cannot bid on it; is 
that correct? 

Mr. Wirtson. That is not true. 

Mr. Pauw. No, sir. 

Mr. Vorys. I heard the terms are such that they cannot bid on it. 

Mr. Pauw. The bids are being handled through the General Services 
Administration. They have not as yet been let but they expect to 
be let, I believe, next week. The bids will be on a so-called world- 
wide basis. However, American suppliers will have an opportunity 
to bid. Now, to just what extent they are going to get the orders it 
is impossible for us to predict right now. 

Mr. Vorys. That information came directly from a prospective 
bidder who asked me why it was that he could not bid. I will be glad 
to tell him what you say, if there is no secret about that. 

Mr. Pau. No, sir. Absolutely not. 
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Mr. Vorys. I have heard that the railroad equipment which is being 
purchased is coming from Czechoslovakia. Is that true? 

Mr. Pauw. That is absolutely untrue, so far as I know, sir. I would 
like to check that. 

Mr. Vorys. That is a rumor. I don’t know whether that referred 
to the equipment that India was buying or that we were procuring. 

Mr. Murruy. It would be impossible at this point for anybody to 
say where it came from, because the invitations to bid haven’t even 
gone out yet and until the bidding period has expired and the various 
bidders present their proposals, an award won't be possible so it will 
take a little while to know exactly who will be the lowest bidder, who 
meets the specifications, and so forth. 


STATEMENT OF HON. GEORGE V. ALLEN, UNITED STATES 
AMBASSADOR TO INDIA 


Ambassador ALLEN. Let me say right here that I am not going to 
sit as American Ambassador in India and see American money used 
to buy railroad equipment in Czechoslovakia, I can tell you that. 

Mr. Vorys. I understood one of you gentlemen to say this would 
be awarded next week and then I thought you said the bids had not 
gone out yet. 

Mr. Moreny. The invitations will go out next week, sir. The bid 
period will probably run 60 days to be sure that American industry 
will have time to examine the specifications and submit bids. 

Mr. Wiutson. This is being done by GSA, United States Govern- 
ment, and is being done under the governmental rules and regula- 
tions. There is no more chance of this being gotten from behind the 
Tron Curtain than if they were buying it for ‘the United States. 

Mr. Vorys. Thank you. 

Now, we spent some time this morning on illustrative programs for 
fiscal year 1955. We spent considerable time on those illustrative 
programs last year, The illustrative program presented to us last 
year compared with actual programs being carried on is shown in 
the following table: 

(The table referred to follows :) 


Technical assistance and special economic assistance 


{In thousands of dollars] 


} 
Illustrative | Figures pre- 
program pre-| sented in 
Major program categories sented for April 1954 for 
fiscal year fiscal year 
1954 


Percent of 
change 


Agriculture, natural resources-_- " _ 53, 619 14, 985 | 
Health and sanitation __- = : 8, 453 9, 005 
Education ‘ 5, 034 1, 918 
Transportation, communications, power -- 639 | 27, 378 | 
Industry, manufacturing, labor 33, 104 29, 481 
Public administration... > 165 
General and community development ; 8, 5, 715 


Total... ‘ aa inentiiastialts ail | 88, 647 


! Plus 253 for domestic program costs. 
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Mr. Vorys. Looking at it another way if we simply take the illus- 
trative figures of last year and compare them with the so- called big- 
book figures of obligations for fiscal year 1954, we find agriculture 
was down 72 percent, health-sanitation was down 62 percent; trans- 
portation, communication, and power was up 4,184 percent; industry, 
mining, and labor was down 12 percent; public administration was 
up 100 percent; general and community development was down 35 
percent. 

Now, can we have the same confidence in the illustrative material 
given us for fiscal 1955 that experience shows we should have placed 
on the illustrative figures given us for fiscal year 1954 4% 

Mr. Pauw. I think you can have considerably more confidence, I 
hope, Mr. Vorys, than on the illustrative figures for last year. 

As Mr. Willson described, if I may just take a minute on this rail- 
road transportation problem—this was not a flash decision on our 
part, at all. It was a matter of essentially, in the first analysis, the 
Indian Government not realizing until their last year’s crop came in 
and the statistics were available, which was in late May or early June— 
[ am not certain on my dates; I am not sure there is any certain date— 
but in any event, by the time the facts sunk in that their food produc- 
tion was advancing at a much more rapid rate than the other sectors 
of their economy’s needs, wasn’t until after this happened, that they 
first came to Mr. Willson, which was in July, and requested this trans- 
portation equipment. 

The matter was thrown up to Washington, of course, as with all 
these projects. 

(Diseussion off the record.) 

Mr. Pauw. There was a back-and-forth, with the field, and repeated 
appeals by the Indian Government, and Mr. Willson and his indus- 
trial adviser were convinced that this was a necessary project and one 
that ought to be carried out. Inasmuch as we rely on our people in 
the field to, in the last analysis, provide the recommendations which 
we will follow, we went along with them. However, this was not a 
quick process, I can assure you, and it wasn’t until December that the 
final decision was made. 

Mr. Vorys. And the actual invitations to bid are just going out 
now ¢ 

Mr. Pau. Yes, sir. 

Mr. Vorys. I am struggling to find out what the yardstick is that 
you used, to find out if we can both use the same measuring stick in 
some way. Did anybody in discussing this say, “Why, we never 
presented anything like this to Congress, and therefore, this is some- 
thing we can’t do. If we did this, it would be 4,184 percent more than 
we said we were going to spend on any such item. We can go 100 
percent or 200 or 300 percent over and under, but this is one where we 
can’t do it because we must keep faith with those who presented the 
program to the Congress and got the money for us?” Was this con- 
sidered at all? 

Mr. Pauw. It most certainly was considered. The dec ‘ision was 
finally arrived at—I can’t speak for Mr. Stassen or the Secretary of 
State, except to say it was considered by the highest levels in our 
agency and the Department of State before we approved this. It was 
only because of the extreme importance the Indians attached to it 
that we did this. 
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Mr. Vorys. We have three places in the law where there are author- 
izations for transfers up to 10 percent. That would, it seems to me, 
give an indication, that would express a congressional intention that 
transfers are to run around 10 percent. That transfer authority is 
between area items and between military and economic, and a special 
one in the Near East. 

It would appear that the only way Congress can retain any con- 
trol over the inner transfers in a given country so as to make the 
illustrative programs meaningful might be to put in a prohibition 
against transfers of over 100 percent. 

I won’t go into this now, but I asked Mr. Stassen about this item 
in India the other day and he said it was almost unique. I find it is 
unique in that there is no one item that is quite so big, but I have 
found over half a billion dollars out of the last year’s “present: ition, 
where the money has been programed and spent for purposes entirely 
different from those presented to the Congress. 

Is there some way that we can get some sort of connection between 
what is presented here and what is done in the field. 

As you describe it to me, Mr. Paul, it would look as if the controlling 
influence was not what the Congress had in mind, not what the Amer- 
ican executive had in mind, but what the Government of India had 
in mind. 

Now, should we put in here a provision that if the government of 
some other country feels that our program is inadequate, that then 
there is unlimited authority to change the spending from the program 
presented for authorization ? 

Mr. Witson. Could I answer this one from the standpoint of the 
field? T can’t answer your question, but I would like to present a field 
point of view, having been out there and helped build the initial 
estimates of what the program would be. Such estimates, due to cli- 
matic conditions and other conditions where things were moving ahead 
in the program faster than had been anticipated, where shortages of 
technical personne] were creeping up that hadn’t been anticip: ated, and 
so on, we arrived at a point where, not from the standpoint of just 
what the Indian Government wanted to do, but from the standpoint 
of accomplishing the purposes of technical cooperation in India, we 
recognized that other things had a higher priority and by a shifting 
of priorities as between projects we could better accomplish those 
same purposes. 

At first we gave adverse responses. Later, based on our own in- 
vestigations and on the information they gave to us, we were firmly 
convinced aid to the railways was the best thing in the interests of 
our program. 

Then, we said further, “This must be done in a way that does not 
mitigate against the basic programs that we have and that were in 
our presentation.” 

(Discussion off the record.) 

Mr. Wiitson. As a prerequisite before we would even consider it or 
before we would even refer it to Washington, it was agreed to put the 
commensurate value of all this railroad equipment into fund B, and 
agreed with us that the steel returns would go into this the same as 
all other salable things, and agreed with us that up to $15 million 
worth in rupees would be utilized for the industrial development 
which we had reduced about $10 million. 





Likewise, in agriculture, as I mentioned a while ago, it was agreed 
that generated rupees would be utilized in assisting a unified and 
expanded plan of agricultural credit. So, when you take the use of 
those rupees back into the purposes for which the original program 
was drawn, I think you will find that they are for practically the same 
ultimate use, but we accomplished this railway improvement which 
was prerequisite to making conditions attractive for industry to oper- 
ate and to move the food and so on that had been produced in much 
larger quantities than expected. 

I just wanted to mention that, that there was never any idea of 
anything at all except meeting a changing condition and accomplish- 
ing the primary purposes of technical cooperation in India. 

Mr. Vorys. Now, the primary purpose of technical assistance that 
the American people have been sold on—and it is an extremely accept- 
able and, I would say, popular program—is that we furnish know- 
how through technicians and trainees. I thought the agencies 
understood that in the field, in Washington, and all over, but we find 
the program for fiscal 1954 provides that about $5,196,000 is to be 
spent on technicians and trainees, out of $104,500,000. That is about 5 
percent, or one-twentieth which is to be spent for exchanging know- 
how, and the rest for supplies and equipment, and the type of sup- 
plies and equipment that is, much of it, peculiarly the subject for 
retirement through longtime loans. 

Was any consideration given to furnishing any of this on a loan 
basis ? 

Mr. Paut. As far as the loan question is concerned, are you refer- 
ring to the present year, Mr. Vorys, or the coming year ¢ 

Mr. Vorys. Iam thinking particularly of 100 locomotives and 5,000 
freight cars. 

Mr. Pauw. Well, the whole business of whether or not this assist- 
ance can be all or in part furnished on a loan basis, is now being worked 
out in accord: ance W ith what you stated in committee the other day as 
the President's position, on the Randall Commission report, and this 
isn’t just Indian railways, of course, it is the whole lending policy 
of the United States Government at stake in this case. 

Perhaps Indian railroads are a good example of that, but I don’t 
think it should be pulled out of context. 

As you correctly pointed out, the President has indicated that he 
goes along with this proposal of the Randall Commission, and I think 
the step that now has to happen is for the National Advisory Council 
and the President to translate this into an aflirmative policy for our 
future lending. 

Now, I would like to urge that perhaps railroads in their essence, 
as a project, pulled out of context of the country’s economy, does 
sound like an extremely bankable proposition, but whether or not rail- 
roads in India or the extent to which the total program for India 
should be put on a loan basis, I don’t think we can honestly tell you 
now, Mr. Vorys. 

I would like to give you one example, in the case of Egypt. In the 
program we have presented to you, the Egyptians have requested 
transportation equipment, ailroad equipment. Now, Egypt is a 
country whose income is going down every year, and whose popu- 
lation is going up at an alarming rate. Now, whether or not Egypt 
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could afford to pay back even in pounds and piasters, or whether India 
can pay back a Joan in rupees or ultimately in dollars over many, many 
years’ time, are questions, I think, we must work out over a period 
of time. I don’t think we can give you a precise answer, and the thing 
you want to keep in mind is not to make a loan so fuzzy that it destroys 
the basis for your foreign lending policy. 

Mr. Vorys. When we speak of rupees and dollars, we think of a 
country that has jute and monazite sands and a lot of things that 
are quite ac¢ ‘epte able here, a country that was only out of balance on 
foreign trade $77 million last year. We also look ahead to the fact 
that we don’t need this money year after next, but we might be able 
to wait years and years for it. We could, however, create an obliga- 
tion to repay, rather than merely an obligation of gratitude which is 
not part of the foreign policy of any country. 

Thank you, Mr. Chairman. I have taken too long. Excuse me, 
Mr. Bentley. 

Chairman Currrerrerp. Mr. Bentley—— 

Mr. Bentiey. May I now, Mr. Chairman, ask the Ambassador a 
few questions ? 

Chairman Curverrietp. Yes, Mr. Bentley. 

Mr. Bentiery. I am sorry, Mr. Ambassador, that yesterday we got 
cut off and were unable to finish and we had to ask you to come back 
this morning. 

You will recall that yesterday I raised the question as to why, if 
we did have a large amount of the goodwill of the Indian people, 
such goodwill was unable apparently to be translated up to the lead- 
ers of the Government. 

I wondered if you wanted to comment on that further at this 
particular time. 

I believe you get what I am driving at, do you not, Mr. Allen? 

Ambassador Auten. I understand fully and I will be glad to com- 
ment on it further. 

I believe we have a much larger percentage of the goodwill of the 
Government of India than is generally believed by the American 
public. There are sharp differences between us on foreign policy, there 
is no doubt about that. When eight-column headlines in Washington 
papers announce that the Indians have refused to allow American 
planes to fly across India to take relief to Indochina, the ordinary 
person who is reading the newspapers would get the idea that the 
relations between the United States and India are extremely bitter. 

I presented the request to Prime Minister Nehru, myself, to allow 
our planes to go across. 

(Discussion off the record.) 

Ambassador Auten. The British had been refused permission to 
send troops across to Malaya, and the Dutch to Indonesia. 

T said to Nehru, “I am w ell aware of your established policy, but 
look at the situation from these two points of view: If Communist ex- 
pansion isn’t stopped in Indochina, then the whole of the South Asian 
peninsula next to you is seriously threatened, and India, itself, is that 
much more surrounded by communism. So, it seems to me it is in your 
national interests to do this. Secondly, I remind you of this fact: On 
February 22, you, Prime Minister Nehru, made a speech i in Parliament 
in which you called for a cease-fire in Indochina. You said a cease- 
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fire would create a favorable atmosphere for the Geneva Conference. 
After your pulp: what happened ? 

“It wasn’t the French or the Vietnamese who stepped up hostilities. 
On March 5 or thereabouts, the Viet Minh launched a tremendous at- 
tack at Dien Bien Phu, throwing in human lives ruthlessly, obviously 
for a political victory. They wanted to go into the Geneva Conference 
on the strength of a great military victory. We are not going to take 
that lying down and we ought not to. It was the other side which 
acted in a manner absolutely contrary to your appeal for a relaxa- 
tion. Weare merely trying to stabilize the situation.” 

The more I thought about the situation, the more I felt that we 
might obtain acceptance for our proposal. I felt that the Prime Min- 
ister was particularly impressed by the fact that it was the Commu- 
nists who caused the flareup in fighting. Nehru said he understood 
our point of view, but that he had committed himself before Parlia- 
ment several times, openly and publicly, against any transit of fighting 
troops and that the policy could not be changed unless Parliament 
agreed. My instructions said the matter was top secret until the news 
was released. The planes were supposed to start in 2 days. Nehru 
said the only answer he could give me was that to grant our request 
would be contrary to his promise to Parliament. 

There wasn’t any wrangling, bitterness, and flamboyance against 
our request. I don’t find,in my own relationships with the Indian Gov- 
ernment, a failure to reflect the friendly attitude of the Indian people 
to which you referred, Mr. Bentley. There are sharp differences be- 
tween the United States and India on certain aspects of foreign policy, 
but few Indian officials show personal animosities. 

Mr. Bentiey. Well, I must say possibly there is friendship when 
you are dealing with them in New Delhi, Mr. Ambassador, but Mrs. 
Bolton pointed out yesterday that friendship doesn’t extend to their 
representatives inthe U.N. 

(Discussion off the record.) 

Mr. Bentiey. I would like to ask you this question, sir: Since you 
have been there—and I believe that has been a little more than a year, 
now, in New Delhi—— 

Ambassador ALLEN. Yes, a little over a year. 

Mr. Bentiey. What improvement, if any, have you found in the 
relations between our two Governments? 

Ambassador ALLEN. Perhaps I may be led into a little more of a 
personal realm than I would care for, ‘but I hope you will understand 
I am just answering your question. 

When I arrived at New Delhi, it was obvious from the first minute 
that [shad arrived under very difficult circumstances. I was met at 
the aigport by a large number of local Indian newspaper correspond- 
ents. ~The first question they asked me was, “Can you tell us what 
policy you plan to follow during your incumbency here?” What they 
really meant to ask was, “Are you going to follow in the footsteps 
of your predecessor ?’ 

My answer was, “You'll just have to take me as I am. I can’t be 
anybody else, I’m just George Allen, and I’ll have to act as best I ean, 
and we'll see what our rel: ationships are. Iam not so much interested 
in what the relationship is at the start of my incumbency as I am with 
how it will be when I leave. I can’t step into anybody else’s shoes 
or try to play anybody else’s role.” 
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My reply appeared in newspaper cartoons as “The arrogant state- 
ment of the new American Ambassador.” 

That gives you a picture of the atmosphere. The Indians thought 
perhaps” there had been a change in the attitude of the American 
people toward India and that I was the reflection of that. 

That rather cool attitude continued until about last October. Since 
then there has been a steady change for the better. The pendulum 
started swinging the other way last fall. You will recall that 5,500 
Indian troops were in Korea in connection with the repatriation of 
prisoners of war in Korea. Sharp differences arose between the 
Indians and South Koreans, and some American officials in Korea were 
inclined to think that the Indians were leaning over backwards trying 
to encourage the prisoners to go back. 

(Discussion off the record. ) 

eke Auten. The Indians arrived with the belief that most 
of these fellows probably did want to go home. 

After the Indians had been there about 3 weeks, the Acting Foreign 
Minister of Korea said, “Indians, go home, and if you don’t go home 
we will drive you home.” 

I tried to laugh this off when the Indians came and asked me, “What 
does this mean?” But a few weeks before that Senator Knowland, 
whom I had taken to see Nehru, had explained to Nehru that we had 
helped build up in South Korea the fifth largest army in the world, 
with tanks, guns, and airplanes. Between four and five hundred 
thousand Koreans were under arms. There were only 5,000 Indian 
troops there, with only sidearms. They were already busy as they 
could be, looking after 22,000 highly wrought up emotional prisoners 
of war. The Korean threat was not an empty one. They might have 
swept in. The Indians had gone to Korea only after assurance by 
the United States that we would see that the demilitarized zone would 
remain demilitarized. If there had been a clash and heavy casualties 
and the United States hadn’t done everything it possibly could to 
prevent it, American-Indian relations would have been seriously im- 
paired for along time. We might as well have closed up our Embassy 
in New Delhi. 

So, I got Washington to agree to let me take a trip, just to look-see— 
I had no special mission to perform. But, the impression in India 
was that I was going there to see if I could straighten out any diffi- 
culties between the Indians and the United Nations Command or at 
least to look into it so that I could do my job more intelligently and 
effectively in New Delhi. I played into luck, as it happened, because 
by the time I got to Korea, the Indian officers, especially General 
Thimayya and General Thorat, had already convinced the American 
officials that they were determined to do as honest and as square a 
job as they could, and the relationship was already improving. My 
arrival was coincidental with that change. I merely gave the pen- 
dulum a little shove and returned to New Delhi. There I found that 
the Indians were giving me much more credit for improved relations 
in Korea than I deserved. 

The fact also became known to the Indians that when the Indian 
troops were leaving South Korea, Gen. Maxwell Taylor took the 
necessary measures to see to it that there were no civil disturbances or 
demonstrations against the Indians and that they got out through 
Korea and got on the boat without incident. Since the Korean 
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episode, there has been decided improvement in the attitude of Indians 
toward the Americans they know in Korea, and toward me personally. 

Since then, unfortunately, the most serious difference which has 
arisen between the United States and India has occurred over the 
question of military aid to Pakistan. I think that is one that will 
take a long time to get over. When I say a long time, I have in mind 
perhaps 2 or 8 years. When the Indians get used to the fact that we 
+ ave given military « aid to Pakistan but Pakistan hasn’t attacked them, 
and that we have used all of our influence for a peaceful settlement 
of their quarrels, I think they will come to realize that the American 
Government’s intentions are not directed against India. 

Mr. Bentiey. Thank you very much, Mr. Ambassador, and thank 
you, Mr. Chairman, for allowing me to break in. 

Chairman Currerrrerp. Mr. Javits. 

Mr. Javrrs. Do you believe there is any prospect that India will 
ask for military aid of the United States? 

Ambassador Auten. I think it is most unlikely as long as the present 
Prime Minister is in office. 

Mr. Javrrs. What is your estimate of the capability of their armed 
forces, if you have one? 

Ambassador ALLEN. I am not an expert on the subject, but I think 
it is a stout army. It has good administration, good organization, 
and good leadership. India isa little world in itself. Certain groups 
have been considered “martial classes,” as the British used to call them. 
The Punjabi, who make up a considerable part of the Indian Army, 
for example, is more or less the same breed as those in the Pakistan 
Army. They have always given a good account of themselves. They 
are well disciplined and well trained and I think it is a good army. 
The Gurkhas and Sikhs have always been famous fighters, { to mention 
only two well-known groups. 

Mr. Javrrs. How are they equipped, compared to the Pakistani? 

Ambassador ALLEN. It depends on what happens in Pakistan, but 
as I understand the situation, there is not any really serious reason 
for the Indians to get too excited about an attack from Pakistan. 

Mr. Javrrs. Mr. Allen, and this is a very serious thing and I call 
your attention to it for that reason : 

It seems to me that we have not found the formula for handling 
Asia. It seems to me that you have summarized our dilemma in your 
testimony of yesterday, which I just read, in which you said that the 
Indians are torn between being proud that the Asian Communist 
Chinese could fight United States and other Western forces and being 
scared of communism as the enemy of their new-found independence. 

Now this, to me, poses the whole problem of Asia. 

Do you have any suggestions for us, from your experience on the 
ground, as to what ought to be our formula in Asia ? 

Ambassador Aten. Well, Mr. Javits, you are asking me to get 
considerably outside of my responsibilities in India. I wouldn’t want 
the President or the Secretary of State or anybody else to think that 
[ was postulating a policy for the United States in Asia. India is a 
key country in the area, and I can speak without hesitation with regard 
to India. 

I think our two most difficult problems in our relations with India 
in the long range are colonialism and race. If one dwelt on our diffi- 
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culties, one could paint a picture that would make the situation appear 
hopeless. One might conclude that good relations with oriental coun 
tries, and with India particularly, are impossible, and that we should 
rather write it off as a bad job. I don’t mean to overly dwell on the 
difficulties, but they are there, and any of us who have our eyes open 
must recognize them. The Indians think we are pouring lifeblood 
into Western European countries that are still holding on to their 
colonies, and if we didn’t do it colonialism would have ended a long 
time ago. 

I mentioned this before, but most Indians—and not just Nehru, but 
the greatest majority of Indians—look upon the war in Indochina as 
a colonial war. that the aggressor is France, and that Franee started 
the aggression 75 years ago. It is as simple as that. They see in our 
support for France support for colonialism. (The Indians have their 
own quarrel with France over Pondicherry.) 

Now, I have done everything I possibly could to tell the Indians, 
and I think we should keep emphasizing it, that expanding Commu- 
nist aggression from China, which we were able to stop in Korea, has 
also got to be stopped in South Asia. If not, India itself will be the 
main country to suffer. They reply, “That’s all very well, but it 
would be better if the Vietnamese felt they were fighting for their 
own independence.” 

On the question of race, I don’t have to elaborate on our difficulties. 
We all know about it. 

(Discussion off the record.) 

Ambassador Atien. Those things are known in India and they 
rankle. We have to counterbalance those with the good, strong points 
that we have on our side, and we’ve got many, but we must use them 
to maintain good relations. 

Mr. Javrrs. Thank you very much. 

Mr. Mourreny. Mr. Chairman, at this point it might be of interest 
to the committee to know, particularly in connection with Representa- 
tive Javits’ statement, that we are furnishing reimbursable military 
assistance to India, under section 408 (e) of the Mutual Defense 
Assistance Act, and they have made some substantial purchases for 
their armed forces in the United State 

Mr. Javirs. Could we have a record of how much is involved, or 
could we be told? 

(Diseussion off the record.) 

Mr. Javirs. From what time? 

Mr. Murrny. February 28. 

Mr. Jayrrs. Since the program began, February 28% 

Mr. Murer. India didn’t come in on the program at the inception 
of the mutual defense assistance program. It was about 1952, I 
believe. 

(Discussion off the record.) 

Chairman Currerriecp. Are there any further questions for the 
Ambassador ¢ 

Mr. Zastockt. Mr. Ambassador, I want to join the others in a 
sincere welcome. Further, I would like to express the confidence 
that we have in you as a very able representative in that very trouble- 
some area. 

I would first like to comment, Mr. Chairman, that when our study 
mission was in Pakistan and we were partaking of the hospitality 
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of the chieftains in the Khyber Pass area, they were really thrilled 
when we joined them in their picnic-style luncheon. A Pakistani 
observed that it was truly heartening to see Members of Congress 
being so democratic and partaking of the humble food they had to 
offer. 

One of the newspapermen who were there commented he wished he 
could witness a similar nondiscrimination in some of the areas of the 
United States, where their people could partake of food with the 
Americans, so the race problem truly is a very troublesome one. 

I would like to ask the Ambassador, Mr. Chairman, if the Soviets 
made overtures of economic assistance to India? 

Ambassador Auten. There may have been rumors of that, Mr. Za- 
blocki. I am not sure a formal proposal has been made. Whatever 
is going on is being kept very close. 

(Discussion off the record.) 

Ambassador AtiEen. I suspect that there may be more pressing Rus 
sian suggestions to the Indians on technical assistance. 

Mr. Zasiocki. Perhaps I should have asked this question first: 
Has India sought any assistance from the Soviet, or contemplated it? 

Ambassador ALuen. I never heard of that. 

Mrs. Bouron. Would the gentleman yield? 

Mr. Zasiockt. Yes, ma’am. 

Mrs. Boiron. Was there any kind of trade agreement reached be- 
tween India and Russia 6 or 8 months ago? 

Ambassador Aruen. Yes, there was. 

Mrs. Botton. Was nothing of this kind included in it ¢ 

Ambassador ALLEN. Yes. I am glad you reminded me of that par 
ticular feature. The Indian-Russian Trade Agreement provided for 
the possible purchase by India of certain heavy equipment, I think 
hydroelectric-power equipment and things of that sort, and there was 
a provision that the Russians might send certain technicians to assist 
in the installation and training of workers to put into effect this ma- 
chinery. It is rather similar to the incident I just mentioned of the 
Fairchild Co. sending people out to train the Indians in using C-119’s. 
The chances of trade between India and Russia aren’t very great. 
It never has been. Whether they ean build it up, Lam rather doubtful. 

(Discussion off the record. ) 

Ambassador ALLEN. If you will recall my testimony yesterday, you 
will recall the fight in India, itself, between the Congress Party and 
the Communist Party in India. The Russians would have to watch 
their step very closely. If there was any connection, if they started 
boosting the Communist Party in India, any of those technicians 
would get in trouble in a minute. 

(Discussion off the record.) 

Mr. Smirn. Mr. Chairman, may I ask one question / 

Chairman Currrrrietp. Mr. Smith—— 

Mr. Samrrn. Mr. Allen, what percentage of the Indian budget is 
going to the military; do you know that? 

Ambassador Aten. I don’t know, but if any of my colleagues know, 
I will hesitate before I give a guess. 

Mr. Kennedy thinks it is from 30 to 35 percent. 

Mr. Smiru. That’s all. 

Mrs. Bouron. Mr. Chairman, may I ask this one question: 

45700—54— 36 
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Perhaps this is not for the Ambassador, but what do we do; do 
we program on what we think is best for India, or what India thinks 
is best for herself? 

Mr. Wit1son. From my standpoint in the field, it is both. From 
working together and analyzing their economic situation and the 
development possibilities, we have yet to come to disagreement on 
what we agreed was the best use to make of our equipment and sup- 
plies and technicians, in a manner that would accelerate their develop- 
ment. 

Ambassador Atien. I think it should be added, that sometimes the 
Indians would like to use our assistance for certain things with which 
we do not agree. One thing is the Bhakra Dam which will take water 
from a river going to Pakistan. We won't touch a thing like that. 
Something was mentioned about jute. We haven’t helped them on 
jute. They haven't asked for our help and I doubt that we would 
give it. There are certain areas where, even if they ask, we just turn 
them down flatly. 

Mrs. Bouron. Do we adjust the program to the number of tech- 
nicians who are available, or do we just go ahead and pray for 
technicians / 

Mr. Wituson. Can I answer that? 

It is in a little different way. They have requested more than 
twice as many technicians as we have in India. We are having great 
difficulty in keeping up the technicians they are requesting. 

Mrs. Boutron. That is why you have the schools to teach. 

Mr. Witrson. Yes. They are requesting more technicians than we 
are able to supply. There is a relationship between the projects they 
ask for and the technicians they ask for, because one supports the 
other. 

Mr. Pauw. You don’t go ahead with a project, though, which re- 
quires technical assistance unless you have the technicians available 
to carry that project out; unless they are available in India. From 
us, from the U. N., or the Colombo group. 

Mrs. Boron. With regard to the Ford Foundation work out there, 
we have had a number of reports that they are doing more for their 
dollar than we are doing for our dollay Would you make any com- 
parison between their method of procedure and ours? 

Mr. Pauw. Well, they could go into situations, due to the fact that 
they are not representatives of the foreign government. They can in- 
sert themselves into situations in which we, as United States Govern- 
ment people, cannot. In certain fields I think it is fair to say that 
they have been able to expedite and influence the carrying out of 
certain tasks where we couldn’t move. 

Mrs. Boiron. You feel the work has been good ? 

Mr. Wittson. Yes. 

Ambassador Atten. Mrs. Bolton, I couldn’t see how there would 
be great difference between their operations and ours. For instance, 
in the community project program, they pay one thing and we pay 
another thing. We work hand in glove with them. I don’t think 
there could be a sharp difference between the value we get for the 
dollar. We work closely together. 

Mrs. Boiron. Thank you, Mr. Chairman. 

Chairman Curperrtecp. Are there further questions ¢ 





~- 


559 


Ambassador Aten. This has just been brought to my attention 
with regard to Congressman Javits’ reading the report of yesterd: ay. 

If he got that impression from the record—which I haven’t had the 
opportunity to see—I certainly want to correct it. He said my remark 
was that the Indians are thrilled about the way the Chinese have stood 
up to the United States. I didn’t want to emphasize the fact that they 
were standing up to the United States. It was the fact that they 
were able to stand up to a great power, the United States being the 
great power, at this time and in particular that an Asian country 
was standing up to a Western power. As a matter of fact, 1 believe 
the Indians would get a bigger thrill if the Chinese were standing up 
to certain other powers. 

Mr. Javirs. The Soviet Union, for example? 

Mr. Allen, I understood what you meant, and I think we all did. 
I think what you have emphasized, if I may draw my own conclusion, 
and I agree, is that we have to get behind their pride in their own 
independence, build that up, show how we can help them make it 
stronger, and that is our real ability. 

Mrs. Boiron. Are our programs based on the need of a greater un- 
derstanding of the United States by the people of India? Is that the 
background ¢ 

Ambassador Aten. That is part of it, in my view. I don’t think 
that is the whole story. A major part of our effort, in my mind, is 
that we want to assist India to become strong enough, itself, in the 
democratic process, to maintain its position. China has done it 
through a great Communist revolutionary movement, and we want to 
show that it can be done in a democratic way in India. 

So, making India self-reliant, independent, and strong, is perhaps 
the key, and we naturally hope that any assistance the United States 
has given in that process will be duly reflected in the attitude of the 
Indian people toward us. 

Chairman Cyrperrtecp. Are there any further questions? 

Mr. Vorys. I don’t know just where we are on the area presentation. 
I wondered whether there had been any word, yet, about the military 
program for the ensuing year for Pakistan ? 

Mr. Murpny. I understand, sir, that at the moment, the survey 
team which was sent to Pakistan by the Department of Defense has 
returned. Department of Defense officials are now studying the re- 
sults of the survey. That is exactly where it stands. There has been 
no program developed or presented to Governor Stassen at this point, 
although we expect that will happen in the near future. 

Mr. Vorys. But it is expected, in any event, to finance that out of 
10 percent of the money for the Near East area, is that correct ? 

Mr. Murpny. Yes, sir. If you will recall, last year the Congress 
authorized and appropriated a total of $270 million for military as- 
sistance in the Near East. Thirty of that was specifically earmarked 
for Middle East defense purposes. The Pakistan program, I be- 
lieve, will be financed entirely from that, although there may be 
some necessity to use some portion of the other amount, the $240 
million base figure, for the Near East. It is a little early to tell, but 
the plan is to finance the entire program from funds that are currently 
available. 

If you will recall, we have testified that there is no new request in for 

1955, for a Pakistan program. 
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Mr. Vorys. Up to now, the returning of this team doesn’t change 
that situation ¢ 

Mr. Murrny. No, sir, that is the way it presently stands. 

Mr. Nourrnc. May I raise one point there? When you said meme 
the entire program, I believe you meant for the next fiscal yea 

Mr. Murrny. That is what I meant, for the fiscal year 1954. 

Mr. Notting. It was slow getting started. 

Mr. Vorys. Perhaps this is not the time, but sometime I would 
like to find out, either beginning in India and coming forward, o1 
starting right here at the table and going backward—for instance, 
I find $10,500,000, agriculture, natural resources, development assist 
ance, fiscal year 1955. 

Could we run backwards on that? Did you present that figure in 
the justification you have given here, to budget? 

Mr. Pauw. The figure we presented to the Bureau of the Budget 
for India was a higher figure in toto for India than the President 
approved as part of this program, sir. That is a screening down of 

he staff level figure which FOA presented to the Bureau of the 
Budget. 

Mr. Vorys. I believe General Stewart gave us figures on the military 
side which said that on requests for equipment, when they got to where 
they had a price tag put on them, the amount was $4.7 billion and out 
of that came the $1.5 billion the program presented to us. 

Could vou give us the similar breakdown on India? Are there any 
rules abont that? 

Mr. Paun. Mr. Murphy is our expert on the Bureau of the Budget. 

Mr. Mereny. Mr. Vorys, the recommendations before the committee 
are the President’s recommendations, and for any member of the execu- 
tive branch to present different figures to the committee would be defi- 
nitely out of line with the President’s rules and regulations, and the 
rules of the Bureau of the Budget. 

Mr. Verys. I don’t want to tramp on General Stewart’s toes, but 
were you here when he gave that testimony ? 

Mr. Morpeny. Yes, sir; 1 was. 

Mr. Vorys. He said, “The original cost of the deficiencies submitted 
by the services to my office was $4.7 billion. Now, that is all the de- 
ficiencies against a total troop basis, and included a thorough examina- 
tion of reserves and equipment. We are now asking for $1.58 billion.” 

I said, “But that $4.7 billion on the chart, where did that come in?” 

And he said, “It would come in right here where it says ‘The OSD 
screen.’ ” 

Mr. Morano said, “You are just talking about the mutual defense 
assistance when you say you started with $4.7 billion.” 

I said, “That is the item that is $1.5 billion, now,” and General 
Stewart said, “Yes, sir.’ 

Mr. Morano said, “You have reduced it, roughly, 70 percent,” and 
General Stewart said, “Yes, sir.” 

Now, he wasn’t saying what was done in budget. He was saying 
what he presented to budget. Now, are your lips sealed or are the 
lips of all you gentlemen sealed, as to the comparable assembly of 
figures on, for instance, India? 

Mr. Murrny. No. We could get the figure for you that resulted 
from the original proposals made by the country mission in FOA 
through the FOA Indian desk to Mr. Paul and other officials in FOA 





and the Department of State back last fall, before any official reeom- 
mendation was made by Governor Stassen to the Bureau of the Budget. 
if that is the figure you want, I am sure we could get that. 

Mr. Vorys. I think that would be a comparable figure to this, and 
it would be extremely helpful. 

What 1 am trying to do is to find out where illustrative figures come 
from. I realize they are labeled “illustrative.” We were told when 
that word “illustrative” first came into our hearings that the word 
had to he used because we didn’t want the publication of any such 
figures to in any way imply a commitment to any other country to do 
anything. We, however, at that time, did not know that it also im- 
plied no commitment to the committee of the Congress which it was 
presented to, to follow the figure, although we realized that the word 
“illustrative” meant that you had to have some leeway. 

I am trying to find out whether the illustrative figures start at the 
grassroots out in India, or whether they start in an office here, or where 
they start. We know where they stop. I just pick out this one item 
here—$10,500,000 for agriculture and natural resources for India. I 
would be very happy if it would be possible for you to do so, for you 
to trace that one back and show what it was at various stages of its 
growth or shrinkage, or whatever happened to it. Is that possible? 

Mr. Mourrny. Yes, sir, we can do that. I would like to say that 
the original submissions are grassroots submissions which emanate 
right from New Delhi in the case of India, in response to program 
calls put out by Governor Stassen to mission directors. That is where 
the start takes place, and it works up through FOA, through the 
Indian desk, through the regional director, and so forth. 

Mr. Vorys. Now, it must have gotten to the Bureau of the Budget 
last fall, sometime, in order to be incorporated in something published 
here in January. It has gone to the Bureau of the Budget again 
since then, I understand. The whole program has gone to the Bureau 
of the Budget again this spring. Was the Indian figure the same the 
second time it went to the Bureau of the Budget? There, the $3.5 
billion was fixed and published. The makeup of the $3.5 billion was 
not published, but is it also a secret what you presented on the various 
parts of this figure for the Bureau of the Budget the second time? 

Mr. Murrny. No, sir. I hesitate to answer this with this specific 
case in mind, because there were some changes with regard to the 
detail of the program. In other words, with respect to the emphasis. 
For example, if the figures that went to the Bureau of the Budget 
which included provision for the Indian programs were cut, they 
weren’t cut in the detail that this presentation contains, but obv iously 
any cuts would require additional screening, and in arriving at the 
present figures, a particular category, for example Agriculture and 
Natural Resources, might have a different amount provided than was 
originally proposed. 

Mr. Vorys. Is there anything in the law that would prohibit a 
congressional committee, for instance, from asking the Bureau of the 
Budget what the submission was? I can see why, in order to present 
a united front, the executive branch would be told that they couldn’t 
say what they asked for, but will you find out if there is any reason 
why we couldn’t ask the Bureau of the Budget what vou asked for? 

Mr. Murpny. Yes, I will try to find out. 

Mr. Smirn. You are trying to pierce the Iron Curtain. 
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Mr. Vorys. Thank you very much. 

Mrs. Bouron. Mr. C hairman, might I have just one question that 
perhaps is not timely, but in the matter of Ir an, there was some doubt 
expressed on the part of Mr. Prouty, on the program and the things 
that would be done by it. I am left in the air as to whether the 
Iranian program does contain the building of two centers, and if so, 
why—knowing something of the country. Also, on the basis of ow 
last hearing, with Dr. Bennett, I have a very clear memory of his 
saying to us, “I have just gotten to the point where I think we could 
make $6 million do a perfectly beautiful job, don’t give us too much, 
because you will spoil it if you do,” and for myself, I am asking you 
what these amounts cover that we are programing for Iran. 

Mr. Pat. In respect to Mr. Prouty’s specific question, Mrs. Bolton, 
he gave me the letter with the understanding that I would handle it 
personally and above all not divulge the name of the sender, for a 
very understandable reason. I have treated it on that basis, and have 
presented to my staff the allegations. 

I am sorry I do not now have the answer. 

Mrs. Borron. I just wanted to have my own mind clarified. 

Mr. Pauw. There will be an answer and it will definitely be in the 
record. (The information referred to appears in the appendix, 
p- 1185.) 

Mrs. Bouron. I agreed with Dr. Bennett that when we go into a 
country like that that is so far removed from our understanding of 
standards of living, that you cannot work too fast or you destroy 
rather than create, in many instances. So if I might just leave that 
with you, I thank you. 

Mr. Vorys (presiding). Mr. Smith. 

Mr. SmirH. May I come back to India and this famous railroad 
transaction? How much money was involved in that, Mr. Paul, in the 
diversion of money from the agricultural program to the railroad 
incident ? 

Mr. Pauw. It was an item of $20 million, Mr. Smith, and the diver- 
sion was not from the agricultural sector alone, but from the indus- 
trial sector, I believe. 

Mr. Wittson. I think it was about half and half. 

Mr. Smirn. And the justification was that the agricultural situa- 
tion had looked up so considerably that they felt that they would not 
need it for that purpose and hence, to justify a diversion over to this 
other item. 

Mr. Pauw. “Not needed as urgently” was the way they described it. 

Mr. Smiru. Now, what about the situation at the present time? I 
notice you are asking for about $40 million for agricultural purposes, 
at thistime. Are you going to need all that ? 

Mr. Pavu. Well, the agricultural situation is far from safe, as far 
as they are concerned. They have had, as I understand it, two very 
good crop years, and the prospect of another one this year, but the 
building of the base and the reserve strength they need there has 
not been done. The same thing might happen to India as happened to 
Pakistan last summer, whereby a sudden drought year catches them 
short. 

Mr. Witison. The other was so much more urgent—not less urgent 
in the agriculture field, but the other part became so much more so. 
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Mr. Smiru. Referring to volume I, page 237, some eight categories 
are set forth, there. 

Is there any place in either of these volumes which enumerate the 
various items that compose—say under the 1955 program I notice for 
agricultural and other natural resources, there is $5,069,000, and for 
development assistance, $10,500,000. Now, are those amounts broken 
down to indicate what items go into them ? 

Mr. Paut. We have a much more detailed breakdown than this. 
Yes, sir, we can furnish you that. 

Mr. Smirn. I am particularly interested in category 1 and category 
4, category 5, and category 8. I notice that category 8, “Maintenance 
and essential supply,” is $40 million. I am curious to know if that is 
the largest amount in all of the mera 

Mr. Murrny. The detail of that, sir, appears on the following page. 
If you will look under the heading of “Food, fertilizer, etc.,” you will 
see two items of $20 million each that make up the $40 million figure. 

Mr. Smrru. Is that the maintenance and essential supply ! 

Mr. Paun. Yes, sir. 

Mr. Murpny. Yes, sir. 

Mr. Smiru. What is that under “Agriculture” ? 

Mr. Pau. Well, in “Agriculture and natural resources”—it could 
have been, but the way we put this table together, the “Agricultural 
and natural resources” was meant to mean only those items which 
would help in the production of agriculture and not commodities we 
would simply send over there as agricultural products to be con- 
sumed. That is the only reason why we put it in that other category. 

Mr. Smirn. All right, then, category 5. What is the explanation 
of that? That is $19,107,000. 

Mr. Murruy. I don’t think we can relate each of the figures as we 
could that particular $40 million, sir, but we can supply it to you. 

Mr. Smiru. Will you please do that? 

Mr. Paut. Yes, sir. 

Mr. Somiru. I am heartily in favor of all these items in 2 and 3, 
on education, health, and sanitation. Having been in the Near East 
last year, I can appreciate what that means to the people, so far as 
their standard of living is concerned, but I am a little skeptical about 
some of these other items and the amounts that you have set forth, 
so if you would furnish a breakdown, I would appreciate it very much, 
particularly on India. 

Mr. Pavun. Yes, sir; we will do that. 

Mr. Vorys. Are there other questions? 

Mr. Smirn. That is all I have. 

Mr. Vorys. The committee will adjourn untit 10 o’clock tomorrow 
morning, Thursday, May 6, but could I detain the members of the 
committee for a second, here, to talk over program ? 

(Whereupon, the committee proceeded off the record.) 











THE MUTUAL SECURITY ACT OF 1954 


THURSDAY, MAY 6, 1954 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRs, 
Washington, D.C. 
The committee met, in executive session, at 10:15 a. m., in room 
G-3, United States Capitol, Hon. Robert B. Chiperfield (chairman) 
presiding. 
Chairman Cutrerrietp. The committee will come to order. 
We have Mr. Gardiner, Mr. Paul, and General Stewart before us 
this morning. 
Mrs. Bouron. Mr. Chairman, may I say I have talked with these 
entlemen and would suggest we leave them very free to go forward 
in the way they came to it the other day when we gave them no oppor- 
tunity. Perhaps Mr. Paul is the one to begin. 


STATEMENT OF NORMAN S. PAUL, REGIONAL DIRECTOR, OFFICE 
OF NEAR EAST, SOUTH ASIA, AND AFRICA OPERATIONS, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Pavt. Thank you, Mr. Chairman and Mrs. Bolton. 

We have 13 countries to cover in this area, plus some international 
problems such as Palestine refugees and international use of the Jor- 
dan Valley waters, which Mr. Gardiner will speak te 

In other words, a rather large group and diverse group of problems 
and countries to deal with. I had planned to go through some of the 
more important ones initially and try to hit the highhghts, and dis- 
cuss particularly the Iranian situation, due to the fact that I think in 
questioning back and forth, we didn’t get a clear picture across as to 
just what we are doing there, why, and so forth. 

I would like to deal with that one first, if I may, and then move on 
to Egypt, Israel, and then the Palestine refugee problem. 

I would like to point out that the start of Iran is on page 239 in 
the unclassified book. 

(Discussion off the record.) 

Mr. Pav. As far as the economic and technical assistance programs 
are concerned, we have been in the country since fiscal year 1951, and 
the program effectively got started in early 1952. However, in 1951, 
_ was an obligation of $1.5 million for an Iranian program. This 

yas the initial start for that program. 

In 1952, which was when our mission arrived in the country and 
the program got started in the general magnitude that it is now run- 
ning, as far as funds are concerned, we obligated $23.2 million, and 
in 1953. $22.6 million, and in the present ’ year, we are planning in our 
regular program to obligate $23.1 million, which is broken dow nto 
$19.1 million in technical cooperation, and $11 million in development 
assistance. 

(565) 
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Now, apart from the regular program, as I indicated, of $23.1 mil- 
lion, we have, to date, prov vided $51 million also for Iran. 

Mrs. Bovron. Out of the 1954? 

Mr. Pauw. Yes, in 1954. 

$51 million for the emergency assistance program which we de- 
scribed before which started last August with the urgent plea of the 
new government for financial assistance to tide them over. 

(Discussion off the record.) 

Mr. Pauw. In fiseal year 1955, which you have before you, we are 
planning, as a regular program, $24 million worth of assistance to be 
broken down in $10 million of tec thnical cooperation and $14 million 
of development assistance. 

(Discussion off the record.) 

Mr. Pau. We cannot predict at this time, of course, with any accu- 
racy, just when this will happen, or even to what extent Iran will get 
oil revenues immediately. 

(Discussion off the record.) 

Mr. Paut. I would like very briefly to dwell on the background of 
the program. I know, Mrs. Bolton, you, yesterday, raised the ques- 
tion which I know is uppermost in the committee’s mind, as to why 
we are at this level of development and technical assistance in Iran. 
You pointed out in the process that Dr. Bennett, when he was starting 
out the point 4 program, described his desire to stay in the technical 
assistance field alone which, of course, involves considerably less 
money to be expended. 

Now, as to the reasons why we have been in Iran in as substantial 
a way as we are, I think can be dese ribed as follows: When we moved 
into the country in 1952, we had 3 factors, 3 very important factors, 
to contend with, and we still have 2 of those factors to contend with. 

First of all, Iran is practically the definition of an underdeveloped 
country, along with all the customary problems that such a country 
has. Although there was a great deal of money concentrated in the 
hands of a very few people, and a large amount of the land, most of 
the land in the hands of large landowners, the people themselves were 
in desperately poor condition, both in terms of their finances, their 
health and their food. So that this was a completely underdeveloped 
country, and the people were in miserable condition. This is the one 
outstanding condition we were faced with. 

The second one we were faced with was that Iran had no money as 
of the time we moved in, because the oil nationalization had taken 
place in May 1951, and, almost immediately, practically all of the oil 
revenues, which were Iran’s major source of foreign earnings, were 
cut off, so the country was poor in that respect, also. 

The third factor we had to deal with was a general suspicion of the 
West, which had been highlighted by the fact “that they had just sev- 
ered diplomatic relations with the British and at the time the United 
States was identified, at least in their minds, with the British, as co- 
conspirators, if you will, against Iran, and against Iran’s desires to 
nationalize their oil industry. So the West, as a whole, was not at all 
popular in Iran and the United States shared some of that un- 
popularity. 

We moved into this three-pronged situation. Extreme poverty in 
the country, no money because of the cutoff of the oil revenues, and 
extreme suspicion of the West and a distrust of our motives in being 





in there. In this situation, it was determined that in order to carry 
out a successful point 4 program, it would be necessary not only to 
provide the American technicians and the dollar costs of trainees in 
the United States, but also, to some degree, to meet the local costs of 
the projects we were carrying out. It was a combination of factors. 

The Iranian treasury did not have the funds with which to carry 
this cost, and in addition to that, they weren't particularly anxious 
to anyway, because of their suspicion of the United States. 

Another main problem our mission had to deal with when they were 
in Lran was an [security deletion] overcentralized government, a 
completely bad system of communications around the country, and 
there was no means of communicating between the vast, outlying 
provinces. Iran, as you probably know, is a pretty large country, 
more than twice the size of Texas, and with 19 million to 20 million 
people, and in order to tackle that problem, it was decided that the 
mission itself should decentralize its operations, which they did, into 
the 10 main provinces of Iran, where they set up regional offices. 
They also, in their central office, attempted to work out arrangements 
with the Lranian Government officials in their own | security deletion | 
bureaus. 

(Discussion off the record.) 

Mr. Pau. There was an administration of health, but no division 
of public health. No attention was paid to the need of the people, 
in terms of malaria, preventive medicine, and so forth. 

(Discussion off the record.) 

Mr. Pau. Now, this operation has been going on for 3 years. The 
results, we think, have been substantial. They are not iene re- 
sults in terms of statistical data. I cannot tell you exactly how much 
the production of wheat in Iran has improved over the years. I can’t 
tell you exactly how much the public health, the health of the people, 
has been improved. 

We have a number of factual examples, but as yet, there is no 
statistical system in Lran capable of doing this on a national basis. 

We have, however, done a few things which I would like to point 
out to the committee, as indicative of the success of our program. We 
have shipped 2,300 metric tons of DHE for use in antimalaria in the 
ae We have used teams of scores of workers, and 14,000 villages 
of the 45,000 in the country have bedi sprayed, which protected 
least 4 million people from infection. 

The incidence of malaria in the area in which we have operated has 
dropped from 90 to 10 percent. We have 8 mobile health units in 
constant operation throughout Iran, and a technical cooperation 
health team last year stopped a diptheria epidemic by vaccinating 
6,000 children. Hundreds of doctors, nurses, and sanitarians have 
been trained by the Lranian-United States Public Health Cooperative. 

There are a number of specific examples of improvement in the gen- 
eral situation of the country, but in terms of overall country statis- 
tics, it is just impossible to give them to you. 

As I indic ated, a large part of the funds we have spent have been 
to meet the local currency costs of what we have been trying to do 
in that country. We have met these costs largely through the impor- 
tation and sale of necessary consumer goods in the country, such as 
sugar. 

The program we have requested for fiscal year 1955 includes a con- 
tinuation of the same type of activity we have done in past years. 
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How long it is going to be necessary for the United States to continue 
with this size program in Iran, and doing the same things we are now 
doing, we can’t speculate on, but I think this can be said: We have 
created institutions in Iran, in the various ministries, which we be- 
lieve are now and will be increasingly able in the future to take over 
the job that we have started. 

There is an Agricultural Extension Service in Iran which there 
never was before. There is a Ministry of Public Health within the 
Department of Health in Iran which there never was before. 

In both the provincial states and in central government, there is 
considerable strength and organization and a considerable enthusi- 
asm for continuing the types of activities which we have been able 
to start in that country. 

L would, therefore, say to the committee that once the net oil reve- 
nues from Iran become substantial enough so that it can meet not 
only the operating costs of the Government, but also the necessary 
services for the people and the minimum requirements of economic 
development, that we can substantially reduce our programs. 

In our opinion, however, in this coming year, fiscal 1955, this kind 
of a reduction is not called for. And the basic reason why we are 
requesting substantially the same amount of regular funds as we 
have had in past years, of the Congress, is to maintain the momentum 
which we feel has been created thus far in Iran, and to hold the situ- 
ation until the Iranians are financially able to take over. 

As I say, we had three problems to start with: Extreme poverty, 
lack of finances, and mistrust ef the West and ignorance of what they 
can do and should do to help their people. 

We believe that the last of these problems has been licked and that 
when the financial problem is licked, Iran will be able to take over the 
major cost of this program. We do not feel that this is going to 
happen in the immediate future and for that reason we are requesting 
some continuing funds for this country for next year. 

I don’t want to clutter up the record, Mr. Chairman, with a restate- 
ment of the emergency aid we have furnished. I furnished a state- 
ment for the record the last time we testified on Iran. I will just 
review the matter very quickly. 

As I indicated earlier, we have programed to date, $51 million in 
the way of emergency financial assistance, which started last August 
when Prime Minister Zahedi made a special request to the President 
of the United States for assistance, which was granted, and that it may 
be that before this fiscal year is over, an additional maximum of $9 
million will be obligated for emergency financial assistance to Iran. 

The effect of this assistance has been to enable them to keep the 
Government in operation. It has been budget support in the sense 
that the funds we have furnished have permitted the generation of 
rials, the local currency, with which to pay the civil servants which, I 
might add, at the time of Prime Minister Zahedi’s coming into power 
had not been paid for 3 months; they had not met their military pay- 
rolls, they had not been able to do any of the things they needed to do 
just to keep a government in operation. Our aid has been a major 
factor in making this possible. 

We have also enabled them to import items that required foreign 
exchange, from the United States and other sources, and that has 
supplied essential consumer goods to the country. 
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In our opinion, this program of financial assistance has been an out- 
standing success, and has ‘turned the tide in Iran, or at least held the 
position, hoping that we could get an oil settlement and that Iran can 
ultimately pick up these costs on its own. 

The emergency aid has made the Government able to meet its own 
operating requirements, without resorting to inflationary financing 
which Dr. Mossadegh had done. 

Essential imports have been brought into Iran, although their for- 
eign-exchange balances are still extremely low. 

The cost-of-living rise has been decelerated and most important of 
all, a marked stability has been achieved in the political arena. Par- 
liamentary elections ‘have now been carried out and the Majlis is in 
session, and oil negotiations are proceeding on a firm, friendly basis, 
and we hope will be successfully concluded in the very near future. 

That concludes my affirmative presentation of the economic and 
technical side. 

I don’t know whether General Stewart would care to add anything 
on the military side. 

Chairman CurpPerriELp. General Stewart. 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, UNITED STATES 
ARMY, DIRECTOR, OFFICE OF MILITARY ASSISTANCE, DEPART- 
MENT OF DEFENSE 


General Srewarr. Yes, sir. 
Iran’s strategic od ince arises primarily from the fact that it 
is located on the U. 8. S. R. southern border and lies across important 


land, air and sea routes to India and to the oil fields of southwestern 
Iran, Iraq, and Saudi Arabia. 

We have been in Iran with MDAP since 1950. I will come to the 
forces we support in just a minute, but to continue and enlarge the 
remarks I made the other day about what this program has accom- 
plished, I would like to read to you, and perhaps paraphrase js I go 
along, an actual report from the Chief of MAAG. Inc identally, I 
have a re port like this on every country participating in the MDA pro- 
gram. Obviously, I can’t read the whole thing—but I have these re- 
ports for presentation to this and other committees. 

The Chief of the MAAG, Iran, brings out some pretty important 
points in relation to what I said the other day. 

To start with, the Shah, himself, is the commander in chief of the 
armed forces. The Minister of Defense and the Chief of the General 
Staff are directly responsible to him, as the ruler of the country. That 
means that the armed forces are primarily sworn to allegiance to the 
Shah and not to a general government. 

Since 1951, when the oil trouble started, it would have been impos- 
sible to maintain any effective armed forces in existence without 
MDAP. That is a report of the Chief of the MAAG and can be 
proven, I think, in a number of different ways. 

Now, when the trouble arose and a climax between Mr. Mossadegh 
and the Shah was reached, it was these loyal armed forces who sus- 
tained the Shah, and remained loyal to him. The guns that they had 
in their hands, the trucks that they rode in, the ‘armored cars that 
they drove through the streets, and the radio communications that 
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permitted their control, were all furnished through the military de 

fense assistance program. One brigade that played an important 

part in establishing and maintaining order during that period was 
brought in from an outlying district and every man moved in an 
American-furnished vehicle. 

Probably one of the most effective factors in this situation, and i 
the continuing situation, relating to our interests is the results w« 
have gotten and are getting out of training officers of the Lranian 
armed forces in the United States. We have not only trained a con 
sicheasiela number in our schools, but we have an agreement with the 
Iranian authorities that for 2 years, at least, after they return, our 
mission there shall say what these oflicers are used for, which permits 
us to establish and run a school system within Iran, itself These 
officers have come back from training friendly to us and anxious to 
improve their armed forces, with the knowledge they have obtained 
from us. 

That general atmosphere among several hundred officers played 
a very major part in minimizing the troubles when the Shah regained 
control. I make these statements in substantiation and support of 
my statement of 2 days ago that if it had not been for this program, 
a government unfriendly to the United States probably would now 
be in power. 

As to what we are actually doing, I would like to refer you to the 
large book, here, the Force Goals and Progress book, and I will ask 
you to turn to the tab “Iran.” The several sheets there show, in 
tabular form—— 

Mr. Smrru. What page, General ? 

General Stewart. That would be on page 156, sir. 

We have this usual information. I think the committee is f: _ ar 
with it. It was developed largely at your request last year. We 
show in the top table, in terms of dollars, the value of the ite am 
from fiscal year 1950 to 1954, what it is used for—equipment, sup 
plies, and training: the value of the 1954 program; the proposed 
1955 program, and the total value. 

(Discussion off the record.) 

Mr. Vorys. I was wondering why we couldn’t use more excess 
equipment in this program. 

General Srewarr. The only answer I can give to that is, each serv- 
ice uses its excess stocks wherever it is most applicable. There has 
been no slighting of the excess authority, I can assure you of that. 

(Discussion off the record.) 

General Srewarr. Now, in addition to that we have these technical 
teams and training teams which go in there, and we are bringing 
several rather senior military officers back to this country for an 
orientation at Fort Benning, and Fort Sill, and Fort Knox. As I 
have told you before, that is a very effective effort. 

Now, on page 137 we show the same type of information, but we 
show it mainly by key items, rather than in terms of money. There 
are some funds shown there. We show the quantity shipped, the 
quantity still to be shipped in the programs already approved. We 
show the quantity and value of th= fiscal year 1954 program, the pro- 
posed fiscal year 1955 program, both in items and in funds. That 
is shown for the Army, Navy and Air Force. 

At page 139 are tabulated the forces we are assisting. 

(Discussion off the record.) 
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General Stewart. Personnel is conscripted at the age of 21, for a 
period of 24 months. 

(Discussion off the record.) 

General Srewart. We have down here, as a matter of general in- 
formation—it was asked several times last year—pay scales, and in the 
lower right-hand corner of the chart we show the size of our Military 
Assistance Advisory Group at the end of calendar year 1953. 

(Discussion off the record.) 

General Stewart. I want to make clear that there is, in addition to 
the Military Assistance Advisory Group in this country, a training 
mission for the army and a training mission for the gendarmery. 

These missions appear awkward at this date but they have grown 
up over a period of time and each of them has its own history and 
authority for being there. But the MDAP is administered by these 
people listed in the MAAG. We are furnishing this committee with 
a list of all the missions the Armed Forces have around the world and 
it will be a matter of record. 

That, Mr. Chairman, is my general statement. 

Chairman Curperrietp. Thank you, General. 

Do you have a statement, Mr. Gardiner? 


STATEMENT OF ARTHUR Z. GARDINER, POLITICO-ECONOMIC AD- 
VISER, BUREAU OF NEAR EASTERN, SOUTH ASIAN, AND AFRI- 
CAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Garpiner. Could I say just a word, with your permission? I 
would like to supplement Mr. Paul’s remarks on the subject of the 
emergency aid. It would be appropriate to have on the record a brief 
but revealing statement made by the Prime Minister of Iran at the 
time the aid was first proffered. ‘That was issued on September 5, 
1953, by Prime Minister Zahedi: 


I would like to express my thanks to the President of the United States for 
his much-needed, quick action in helping to overcome the financial and economi: 
crisis which Iran has been facing. The speed is particularly appreciated, with 
which the United States has been able to allot to Iran the amount of $45 million 
at a time when, as the United States Ambassador tells me, the total amount of 
funds available to the United States Government for foreign aid had been eur 
tailed and the Congress of the United States was not in session. With this 
amount, with the $23,400,000 which has just been allotted for TCI programs 


TCI, meaning Technical Cooperation, Iran— 


and with an additional $7 million of TCI funds already available for expendi 
ture, my Government will make every effort to alleviate the existing financial and 
economic crisis of the country and will be enabled for a limited period of time to 
take urgent steps to put into effect programs designed to improve the living 
standards of the Iranian people. 

In the near future, as we carefully apply ourselves to these programs, we should 
also be able to begin to make maximum use of our national resources, 

That completes the statement of the Prime Minister. 

Chairman Currerrierp. Are there questions ? 

Mr. Vorys. I have had my turn, thank you. 

Chairman Currerrretp. Mrs. Bolton. 

Mrs. Borron I have no questions, at the moment. 

Chairman Cnrrrrrretp. Mr. Carnahan. 

Mr. Carnawan. No questions. 

Chairman Cyrperrretp. Mr. Smith. 

Mr. Switu. That figure you just gave us, Mr. Gardiner, does that 








include sums that have been going to pay people who are not em- 

ployed, for instance, at the Abadan refinery? For instance, I under- 
stand there are several thousands of people who are there, not work- 
ing but are being paid by the Government. 

Mr. Garprxer. I think if I understand you, your understanding is 
correct, sir. 

Mr. Sutra. How many such employees are there? 

Mr. Garpiner. Employees at Abadan ? 

Mr. Smirn. Yes. 

Mr Garprner. It amounted at the peak to about 70,000 I believe. 

Mr. Smirn. And after the refinery was closed, how many were still 
on the job? 

Mr. Garprner. A substantial maintenance crew. I cannot give you 
the exact number, Mr. Smith. I would like permission to supply that 
for the record. 

Mr. Soirn. I believe we got that figure, did we not, Mr. Bullock, 
when I was there? 

Mr. Butwock. I believe it was 20,000. 

Mr. SmirH. 20,000 still on the job and only part of them are work- 
ing, but we are paying for their upkeep, or at least making some 
payments. 

Mr. Buttock. Your report says 20,000. 

Mr. Pauw. We are not paying them in a direct. sense but the emer- 
gency aid we are giving generally supports the budget out of which 
the »v have to be paid. 

Mr. Smrru. Well, that is the same thing. 

Are there any other instances where we are giving that kind of sup- 
port, indirectly ? 

Mr. Garptner. To people not working in Iran? 

Mr. Smirn. Yes. 

Mr. Garpiner. I would think not, sir. That is one example of an 
industry that has been completely closed down to which the Iranian 
Government had an obligation. Undoubtedly our aid goes indirectly 
to supporting the Iranian Government officials for their service; yes. 

Mr. Smiru. I can understand that, but there is no other industrial 
operation ¢ 

Mr, Garprner. There is no other industrial operation with which I 
um familiar. I am sure there is none. 

Mr. Smirn. I think we ought to have for the record, Mr. Chairman, 
the figure of unemployed who are being compensated out of United 
States funds. 

Mr. Garprner. In Tran? 

Mr. Smiru. In Iran. 

Chairman Cytrrrriecp. Will you furnish that? 
Mr. Pauw. I will be glad to supply that for you. 
(The information requested is as follows :) 


The State Department subsequently confirmed that there are no unemployed 
being compensated in Iran, directly or indirectly through United States Govern- 
ment funds, except those workers of Abadan who may be characterized as 
“underemployed.” 


Chairman Curpeerrrecp. Are there further questions? 

Mr. Sarru. I think not. 

Mr. Vorys. Could I ask this? Do we furnish budget support to 
the Government and they finance this unemployment program, or is 
this a direct proposition of ours that Mr. Smith refers to? 
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Mr. Paut. No, it is not a direct proposition, in this sense, Mr. Vorys. 
The funds which we supply are turned into rials, through the process 
of importers paying rials into the central bank and getting foreign 
exchange with which they import from outside. These rials eventu- 
ally find their way into the treasury of the country, out of which the 
civil service and the NIOC—National Iranian O11 Co.—payroll is 
met, as well as the military payroll. 

Mr. Smiru. It is a budgetary proposition; isn’t it? 

Mr. Paut. Yes, sir; it is budgetary. 

Chairman Currerrtevb. Is that all? 

Mr. Smirn. That is all. 

Chairman CureerrreLp. Mr. Burleson. 

Mr. Burteson. No questions, Mr. Chairman, thank you. 

Chairman Currrrrietp. Mr. Fulton. 

Mr. Fuiron. No questions. 

Chairman Currerrietp. Mr. Javits. 

Mr. Javirs. Mr. Chairman, I have some questions about Iraq and 
Saudi Arabia, but I assume this is not yet the time for them. 

Chairman CurrerrreLp, Mr. Jackson. 

Mr. Jackson. I have no questions at this time. 

Chairman Currerrrevp. Mrs. Church. 

Mrs. Cuurcu. Mr. Chairman, I would like to take this moment to 
ask General Stewart whether he would develop a little the question 
of the area of responsibility of our MAAG missions in connection with 
the troops which they are training. 

General Srewart. Our MAAG mission has the responsibility for 
working with the military authorities of Iran in (1) developing a 
list of deficiencies required by their armed forces which they them- 
selves cannot possibly provide; (2) of turning over the equipment to 
the Iranian authorities and then observing how that equipment is 
used; (3) selecting students to be trained at our expense, either in a 
school in this country or in a school that we set up in that country; 
(4) keeping up with how these people who are trained at our expense 
are ultimately used. 

We look with a dim eye on spending a lot of money to train a me- 
chanic to work on radar and then see him put out as a corporal in a 
rifle squad. That is one of the things we watch. 

Mrs. Cuurcn. That is a normal procedure in places where you have 
MAAG missions, is it not? 

General Stewart. Yes. 

Mrs. Cuurcu. When our people went into Greece, did they not have 
some direct connection with the Greek troops? 

General Srewart. In Greece? 

Mrs. Cuurcu. In any other place, ever ? 

(Discussion off the record.) 

Mrs. Cuurcu. Is there a value in having that connection if you can 
get it? 

General Stewart. I think there was certainly a necessity for it when 
it was established. I doubt whether it is essential to continue it 
indefinitely. 

Discussion off the record.) 
yeneral Stewart. Do I answer your question, Mrs. Church? 

Mrs. Cuurcnu. Yes, we are developing a line of thought which has 
interested me for some time. 

45700—54——37 
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I wanted to ask this direct question: If a conflagration arose, or 
outright warfare in any area in which we had a MAAG mission, what 
woul happen to it? 

General Srewarr. I would say that if the country were overrun, | 
hope we could get them out. But if that was not the situation and we 
were parties to the conflict, I think they would stay there and be the 
liaison group between that country and ourselves for materiel support. 

(Discussion off the record.) 

Chairman Cutperrietp. Dr. Judd. 

Mr. Jupp. Mr. Chairman, somewhere we have to get into Pakistan 
and Afghanistan, and they come under the Far East Subcommittee of 
which I am a member. I would like to hear them discussed, if the 
witnesses are prepared to. 

Pakistan is one of the controversial areas. 

Mr. Pau. The Pakistan presentation, as far as the economic tech- 
nical assistance is concerned, is on page 295 in the unclassified book. 
I don’t think there is any substantia) difference. 

I think the committee is sufficiently familiar with the history of 
Pakistan, how it was established, and what it consists of, so that there 
is no need to dwell on that kind of background. A country of roughly 
76 million people, of which 42 million or considerably over half, are 
located in East Pakistan. 

This country is substantially different from India, as we now know 
it, in a number of different ways. In the first place, upon partition, 
most of the industrial capacity of the old India was left in the new 
India, and as a result, the portion of land that was left to Pakistan 
and the resources of Pakistan were largely in the agricultural fields 
and there was no industry to speak of. This was true of both West 
Pakistan and East Pakistan. They were confronted at the outset 
with many severe economic difficulties, which were somewhat concealed 
for a while after partition, by the fact of an excellent harvest year 
immediately after partition ; their cash reserves were relatively high 
then. They have since gone down. <A few years after the partition 
there was the Korean boom which brought good prices in jute and 
cotton, but prices in these commodities have since fallen. 

As of the time we started operating in Pakistan, and since then, we 
have tried to concentrate our program primarily in the agricultural 
field, in the field of growing more food and putting Pakistan on a 
firmer foundation as far as food production was concerned. 

(Discussion off the record. ) 

Mr. Pauw. The precariousness of their food situation was brought 
home very dramatically and tragically by two very severe drought 
years, Which culminated last summer in a very serious threat of famine. 

f you will recall, they presented an emergency request for wheat 
assistance from the United States Government, which was passed by 
Congress in the form of a special bill in June of last year, and under 
which we have to date shipped 610,000 tons of wheat to Pakistan. 

The shipping of the wheat has prevented starvation of millions of 
Pakistani—and I am quoting the Minister of Pakistan in that state- 
ment—and it also brought a lot of wheat that was in hiding out into 
the open market and broke a serious price situation insofar as wheat 
and grains were concerned. 

This, however, was an immediate emergency crash measure. 
Through our technical cooperation and economic assistance programs 
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we have been attempting to develop a solid base for increased agri- 
cultural production in the country. We have done this in a number of 
different ways. We have furnished considerable amounts of fertilizer, 
initially on a demonstration basis, and since then, the Pakistan Gov- 
ernment has taken steps to improve its own fertilizer production 
through the establishment of a plant which the United States is also 
helping to finance, and which should be in operation in 1956. The 
actual construction on that plant was started, I believe, about 6 weeks 
ago. We have obligated a considerable amount of funds for that 
particular project. 

Mr. Jupp. How much? Do you have the figure? 

Mr. Pauw. Yes, sir. It is $10.5 million. That is going to go into 
the external costs of the construction of a fertilizer plant. This plant 
is located in the Punjab area of Pakistan, which is very close to their 
primary agricultural source—in other words, the fertilizer will be 
produced close to where it is going to be used—and also gypsum de- 
posits are on hand at the site of the fertilizer plant, and coal is avail- 
able 15 miles aw: Ly. 

After a careful study by the National Research Council and the 
United States Bureau of Mines, in addition to their own engineers, it 
was concluded this was an economic operation, and Pakistan is going 
to get into fertilizer production, as I said, in 1956. 

We have in other ways attempted to help in the increased agricul- 
ture and food-production field. We are now moving into an ex- 

yloratory tube-well program in the Punjab. We have committed 
funds for fairly large-scale irrigation and reclamation projects which 
are mentioned on page 303 of your book. The Makhi Dhand reclama- 
tion project which is in the Sind—and this is primarily a matter of 
clearing the land and enabling the Pakistani to settle several thousand 
families. There is also the Bolan Dam. That dam is an earth-filled 
dam in Baluchistan—this is all in west Pakistan. It is an irrigation 
and reclamation project which is designed to increase the food supply 
and settle a number of families on the land. 

We are at this time financing a survey of the engineering for that 
project, and other technical services. 

We are also assisting the Ganges-Kobadek irrigation scheme. That 
is in east Pakistan and is a multipurpose project in which water is 
pumped out of the Ganges River, as I understand it, into diked areas. 
In addition to prov iding water during the scarce-water seasons, these 
dikes also provide the mechanism for removing floodwaters during 
the monsoon season. This project affects approximately 250,000 
acres, of which 175,000 will be irrigated. In that project we are fur- 
nishing not only technical assistance but we will be furnishing equip- 
ment in the form of pumps and other dollar equipment needed. 

The Taunsa Barrage is a barrage on Indus River in the Punjab 
State which, when it is completed, should bring in irrigation for 
750,000 acres of new land and will provide additional water for 
675,000 acres of land which are now under irrigation. 

(Discussion off the record.) 

Mrs. Bowron. Isn’t the Indus entirely in Pakistan? Does it go 
into India ¢ 
Mr. Paut. The headwaters of the Indus pass through Kashmir. 

The increased use of any waters of the Indus prejudices the case 
as far as the Indians are concerned, according to the Indians. 
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Mr. Jupp. Yet, that is the No. 1 claim that the Indians were putting 
up a year ago, that if Pakistan would just develop better use of the 
waters of the Indus—of which they claimed about 40 percent runs 
into the ocean—that would solve their problems. And that water 
they are dealing with at Taunsa is way below India or Kashmir. 
Their justification of diversion of waters from the Sutlej and the 
Ravi, which flow into Pakistan from India, was that the Pakistani 
could get as much or more water from the Indus if they would develop 
its water now flowing into the Indian Ocean. Yet India protests 
when Pakistan tries to do what the Indians have been urging them 
to do. 

(Discussion off the record.) 

Mr. Pauw. Our largest investment in the industrial field has been 
the fertilizer plant. 

(Discussion off the record. ) 

Mr. Pavt. Next year, however, we are going to help in the develop- 
ment of agricultural workshops and other plants which can produce 
such things as the steel dikes that will be needed for the Taunsa 
Barrage and things of that sort. 

We have set forth in the book from pages 305 through 307, a fairly 
comprehensive list of the plans for our program in 1955. The amount 
of assistance which we are requesting of the Congress this year for 
Pakistan is $26.7 million. 

To summarize the past assistance which has been furnished to Pakis- 
tan, we have, to date, or through the end of this fiscal year, planned 
to obligate $73.8 million. Our Mutual Security Program started in 
fiscal year 1952, with $10.6 million of funds in fiscal year 1952. In 
fiscal year 1953, we had a regular program of $11,593,000, and in 
addition to that, there was a $15 million wheat loan extended to 
Pakistan, and $15 million additional was obligated for ocean freight 
charges on the wheat which was later sent to them under the 
emergency program. 

In the current year our program consists of $7,149,000 technical 
cooperation and $14.5 million of development assistance. 

The point which I think I would like to emphasize for the commit- 
tee is on the progress of our program in Pakistan. There have been 
a number of comments as to why, in view of the large amounts being 
furnished for India, we are not moving into Pakistan with a larger 
program. There are a number of reasons for that. The Pakistan 
program, for one thing, is about a year behind the Indian program 
in getting started at all. The mission of the Foreign Operations 
Administration, then TCA, did not actually arrive until about a year 
after the mission that arrived in India, because of a number of circum- 
stances but in any event the fact remains that the mission was not 
established until late in the game. And also the development plans 
of Pakistan had not been developed to as advanced a stage as the 
Indian development plan had been. 

(Discussion off the record.) 

Mr. Pauw. We are not supplying any local costs in our programs 
for Pakistan. The Finance Minister, Mohammed Ali, told me last 
February, when I was in the country, that not only could they supply 
the rupee costs of all the projects which we have in mind for 1954, 
and which we would propose for 1955 if Congress votes the funds, 
but also for at least double that amount of assistance. This is a state- 
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ment from the Finance Minister, and in view of his international 
repute as a distinguished economist, we have accepted it. 

(Discussion off the record.) 

Mr. Paut. There are a number of projects they are getting started 
on. In East Pakistan as you know the Moslem League suffered a 
severe reverse during the recent elections. 

(Discussion off the record.) 

Mr. Pavut. I think we must state to the committee that in the over- 
all situation it might become necessary to provide, assistance in the 
consumer goods fields and also if their ‘mnilitary program gets started 

rapidly there might be some defense support assistance required in 
Pakistan. However, we cannot verify those requirements at the 
moment, 

Mr. Jupp. In Korea we insist they not put the money we give them 
into capital equipment but put it into consumer goods to create better 
feeling or at least stabilize public opinion, but in Pakistan we insist 
our aid not go into consumer goods, it goes into capital improvement. 
What is the reason ? 

Mr. Paut. It hasn’t been so much insistence, Dr. Judd, This has 
been the desire of the Pakistan Government. The requests they made 
to us for assistance have been in the developmental field. They did 
not request assistance in the consumer goods field. 

(Discussion off the record.) 

Mr. Jupp. That is where I think it is advisable for us to give addi- 
tional help. They tightened their belts just as much as possible. They 
cut off 25 percent of their imports at one stroke and they took stricter 
action later so they wouldn’t be importing so much consumer goods 
from us. 

When you have people who are doing their level best to make a go 
of it on their own, those are the ones that I would do most to encourage 
by further help when they need it. 

Mr. Paunt. We would be prepared to move into that field, yes, sir. 

Mr. Jupp. I notice you make no mention of several projects that 
were mentioned when we were out there. One was a harbor, in east 
Pakistan. There now is no good harbor. Their jute all comes out 
to Calcutta, which is in India, and they were trying to get a good har- 
bor in their own territory. The plans for that were shown us when 
we were out there a year ago. 

Mr. Pavut. They showed them to me when I was out there, also, 
but the planning commission had placed that at a lower priority than 
the other projects we have indicated in here. If more assistance were 
ivailable to Pakistan, that might be one of the things we would 
support. 

Mr. Jupp. We were told, and it was implied in what you have said, 
and we were told flatly by Mr. Byroade the other day, that larger 
aid was not requested for Pakistan because there wasn’t any good way 
to spend it. Now, you say if you had more money you could ¢ go ahead 
with this harbor project? 

Mr. Pavt. I am sorry if I gave the impression that no more aid 
could be absorbed by Pakistan. It undoubtedly could be. 

Mr. Jupp. Then, they told us out there about another program, the 
fisheries. One of their problems, of course, is more protein food. They 
have a fishing fleet out of Karachi but they can’t use it to the maximum 
extent because the spoilage of the fish is so great and there was a plan 
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for ee peu fishing vessels and taking care of the catch so it won’t 
spoil. 

What happened to that plan? 

Mr. Pavut. We have committed ourselves to a project of helping 
the Pakistan fisheries. 

(Discussion off the record.) 

Mr. Pavut. At the present moment they had not decided where they 
wanted to have the refrigeration facilities set up. There was quite 
an internal wrangle within the Pakistan Government on that subject 
when I was there as recently as February. That is the only thing that 
held that one up. 

Mr. Jupp. Now, a third thing is the railroads. There was a plan 
for rehabilitation of the railroads of Pakistan, signal equipment and 
so forth. I see you have here one item of training in the handling 
of locomotives, to help the Pakistanis learn how to run their loco- 
motives, I guess. 

Mr. Paut. That is correct, Mr. Judd. 

Mr. Jupp. What happened to the rehabilitation of the railroads? 

Mr. Pav. They are trying to get financing for that and I think 
they will, through the International Bank. They have a rehabilita- 
tion loan, according to my figures in March 1952, of $27 million of 
which only $11.5 million has been disbursed to date. 

(Discussion off the record.) 

Mr. Jupp. Did India also have a loan from the International Bank 
for rehabilitation of her railroads? 

Mr. Pauw. Yes, sir. 

Mr. Jupp. And our grant was in addition to her grant from the 
International Bank? The $20 million? 

Mr. Pavut. Yes. 

Mr. Vorys. What made the Indian railroads more important than 
those of Pakistan. 

Mr. Pavt. I don’t think it made the Indian railroads more impor- 
tant than those of Pakistan. 

(Discussion off the record.) 

Mr. Pavt. India requested that as their top priority project in 
addition to the amount they received from the International Bank 
and as we indicated yesterday, after considerable screening back and 
forth we went along with the recommendation of the mission chief 
on that. 

Mr. Jupp. All people have to do to get money is present increased 
requests; is that right? 

Mr. Pauw. No, sir, this was within the amount of funds Congress 
voted for India. 

Mr. Jupp. But not for such purpose. That was discussed yesterday, 
I guess. That is one that sticks in my craw. 

Mr. Vorys. Various other craws around the table. 

Mr. Jupp. What are the prospects of getting agreement on division 
of the water? We heard about the Lilienthal proposal for an Inter- 
national Bank loan, to induce them, if possible, to settle their dispute 
over the division of the water. What is the progress on that loan, or 
on the dispute ? 

Mr. Garprner. Extensive discussions have continued, Dr. Judd, 
under Gen. Raymond Wheeler, who is a consultant to the Inter- 
national Bank. I think they are making substantial progress in de- 
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fining the factors underlying this dispute and like all water problems, 
it is not an easy problem, as you well know. We are gratified with 
the fact that the talks are continuing. 

Mr. Jupo. A year ago when we were out there, there was a meeting 
scheduled for June or July and they thought they would get agree- 
ment on it at that time. Then, there was a possible one in September- 
October, now a year later they say, “Well, the talks are continuing, 
and negotiations are going on,” but that is an acute problem. There 
is more apt to be trouble over that, than over Kashmir. 

Mr. Pau. The bank has submitted a proposal, Dr. Judd, as you 
probably know, to both governments. 

Mr. Garprner. The talks are continuing with General Wheeler at 
the moment. 

Mr. Pavut. He is here. 

Mr. Garpiner. Yes, he is here. That is not the only river in the 
world which has required extensive, time-consuming negotiations. 

Mr. Jupp. Until that is settled there won’t be stability in that area, 
and our aid to Pakistan will alarm India and our aid to India which 
helps her build up dams to divert water from Pakistan, can literal] 
starve Pakistan. They say the Indians probably won’t take tech 
action as long as Nehru is the head in India but he won’t live forever. 
[f some of the others come into power and decide to coerce Pakistan 
they could do it just as easy as can be. I think there is the greatest 
priority to get that settled because there is no security unless it is 
settled. 

In our committee report a year ago we said: 


The urgency for a solution lies in the fact that India will be able probably by 
April 1954, when the Harike Barrage and its feeder canal are due to be completed 
te cut off all the water to Pakistan from the Beas and Sutlej Rivers during the 
fall planting season. 


That was our report a year ago. I got word from a friend of mine 
who just got back from India, a missionary out there who is very 
close to the people. He says the No. 1 fear of the Indians, the com- 
mon people he deals with, with respect to our military aid to Pakistan 
is that Pakistan will use that military force to coerce a settlement on 
the water issue, and the Kashmir issue. We are interested here in 
dlisbursal of funds, surely, but we are interested in a settlement there 
that will make for security in the area because that is the only purpose 
in handing out the money in the first place. I had hoped you would 
be able to give a more encouraging progress report on that. 

Mr. Garpiner. There is certainly no difference between us, Mr. 
Judd, on what is desired. It is the question of how you get these 
people to agree. 

Mr. Jupp. Are those great cotton surpluses still piled up in Kara- 
chi? Have they been able to dispose of them? They had a mile and 
a half of bales of cotton in the Karachi railroad yards. 

Mr. Pavt. I don’t know. 

Mr. Jupp. That was one of their problems. They couldn’t dis- 
pose of that surplus cotton. 

Mr. Garprner. Our detailed data on page III-299 of the book, indi- 
cates a substantial increase in raw-cotton exports in the year 1953. 
The increase is from 177,000 metric tons, in 1952, to 273,000 metric 
tons in 1953. 
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Mr. Jupp. There was a movement to take land out of cultivation of 
jute and cotton for which they didn’t have a market, and put it into 
the cultivation of food. 

Has that program gone ahead? 

Mr. Pau. It hasn’t to any extensive degree. It is still pretty much 
in the planning stage, but the Government is going ahead with it, 
I think it is fair to say, but the amount of acreage they have turned 
over has not been substantial as yet. 

Could I add one other point that I just noticed in my notes, that 
is not covered, Mr. Chairman, in the presentation before you, in the 
narrative, but is a possibility for assistance in Pakistan, and is 
actively being contemplated, now. This is in the field of technica! 
assistance and other support for building up the Pakistan airways 
system. 

As you know, this is a very acute problem as far as Pakistan is con- 
cerned because travel by air is the only means, aside from a 2,000 mile 
or more boat ride, for communication between east and west. 

(Discussion off the record.) 

Mr. Paut. We are now actively studying ways in which we might 
help the Pakistani with what they now consider to be a very im- 
portant problem in rebuilding their air system. 

Now, the actual form that this aid will take has not been determined, 
or, of course, the amount, but it is definite that we will provide tech- 
nical assistance in ground equipment and the maintenance of ground 
equipment for their airfields in east and west Pakistan as well. This 
is a project I think we will be studying continuingly from now on. 

Mr. Jackson. May I ask a question at this point, Mr. Chairman? 
I beg your pardon. Will the gentleman yield? 

Mr. Jupp. Surely. 

Mr. Jackson. Is it true that the Pakistan Government has just 
built a new hotel in Dacca at the cost of about a million dollars. 

Mr. Pauw. I don’t know that they have, Mr. Jackson. 

Mr. Jackson. I have here the New York Herald Tribune of May 
6, containing a dispatch from Dacca, by Margaret Parton, and the 
article says in part: 

While the Government spent nearly a million dollars building a fancy hotel 
on the outskirts of town, designed to impress visitors, the people of the city live 
in squalor and degradation outstanding even in this part of the world. 

I wondered whether or not they were actually making such invest- 
ment as that. 

Mr. Pavt. I have not heard of that before. I would like to check 
it, if I may. 

Mr. Jackson, I think it would be very interesting to know whether 
or not the Government is putting funds into an operation of that 
kind. 

Mr. Pav. They are none of our funds, I assure you. 

Mr. Jackson. I understand that but our funds are so interrelated 
with the Pakistan Government funds that it would be very interesting 
to know whether or not it is the case. 

Mr. Pauw. Do you have the date of that article? 

Mr. Jackson. The dateline is “Dacca, East Pakistan, May 5.” That 
is the New York Herald Tribune of Thursday, May 6. 

Mr. Javirs. Will the gentleman yield to me for a question about the 
airlines? 
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Mr. Jupp. Yes. 
Mr. Javits. Do the Pakistani have landing rights in the intervening 
territory in India? 

Mr. Pavt. Yes. 

Mr. Javits. Is there a railroad ? 

Mr. Jupp. There is, but the Indians won’t let them use it for through 
traffic. 

Mr. Pavt. That is about the size of it. 

Mr. Javits. Have we made representations to see if that could be 
shaken loose? 

Mr. Garptner. The Ambassador testified to the point that railroad 
travel was very difficult but it was possible. 

Mr. Jupp. Anybody can buy a ticket on the Indian railway and there 
are a lot of interchanges, but a year ago there was no threugh travel. 
They could not seal up a boxcar of freight, for example, and send it 
from one part of Pakistan to the other. 

It is like shipping from Canada to Mexico, across the United States, 
without our having any control over it except pulling it. 

Mr. Pavut. I believe they do allow through travel now. I believe 
Ambassador Allen said that. That is through Lahore-Delhi. 

Mr. Jupp. I would like to ask about the refugees. Maybe that has 
to do with the same question Mr. Jackson asked. Has there been any 
improvement in that refugee situation? The people living in those 
camps were as pitiful as I have seen anywhere. 

Mr. Pauw. As of a month and a half ago I would say it was the worst 
I have seen in my life. Worse than the refugee camps I saw in the 
Arab states. 

I inquired into this problem. The answer was that they were doing 
their best to settle them outside of Karachi. Their employment in the 
town and employment generally has gone up quite considerably. 
They have built some mud-brick houses in that camp out of Karachi 
where formerly, as you know, they had nothing. The situation is 
somewhat improved but it is still serious. They are trying to move 
them up into the Punjab and the Sind and the other areas, but this is a 
slow process. 

Mr. Jupp. Because there isn’t the land or because the people don’t 
want to go, or what? 

Mr. Paut. I think it is largely a problem of bringing new land in. 
I can’t believe that they don’t desire to get out of there, because there 
just won’t be room to absorb them into Karachi. 

Mr. Jupp. Can General Stewart tell us something about the progress 
of the military-aid program ? 

General Srewart. Yes, sir. 

Mr. Jupp. The last time we had it up, at least when I was here, your 
survey mission hadn’t returned but now it has returned, I understand. 

General Srewarr. Yes, sir. I would like to say that Pakistan has 
been eligible for reimbursable aid for some time and they have actually 
put in orders and have put up money for a considerable quantity [se- 
curity deletion] of military equipment, of which we have delivered 
{security deletion] over half. 

As you know, they have recently become eligible for grant aid, 
which is very pleasing to the military because these people are very 
wonderful soldiers and the profession of arms is a tradition through- 
out the country. There is no difficulty in getting an excellent soldier 
out of that country. The mission we sent out there has returned and I 
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believe before the end of the week will have their report in with formal 
recommendation. We have not yet received that. 

(Discussion off the record.) 

Mr. Vorys. Is that in one of our books? 

General Srewarr. No, sir, I didn’t on this at the time we went to 
print. I just got that information. I don’t have the usual set of 
charts because we have had no program. 

(Discussion off the record.) 

General Stewart. We set aside on a tentative basis [security dele- 
tion] for a grant-aid military program for Pakistan. Exactly what 
that program will be depends upon the recommendations of the survey 
group. We should be able to get a pretty good reading on what we 
are going to do, I hope, not later than next week. 

Mr. Jupp. I would like to bring it up then, but I would also like 
to ask you to submit if you can at the same time, what information 
you have on the size of the Indian Army also. India is afraid our 
aid will give Pakistan power to attack her. Well, as I understand, 
even if this target is reached, Pakistan will still have a much smaller 
army than India. Isthat true? Do you have those figures? 

General Stewart. I don’t have them right in the book, sir. There 
is a difference, of course. One has about 80 million people and the 
other about 380 million people. I don’t have the exact information, 
but I can get that for you. 

Mr. Jupp. I don’t like to take all this time, but I would like to get 
something on Afghanistan also because that is a weak spot at the 
moment. 

Mr. Pavt. It starts on page ITI—189. 

In Afghanistan the main emphasis of our program has been in the 
Helmand Valley, which is in the southwestern part of the country, 
some distance from the capital, but in which there are 2 million people 
who can be settled and put to productive use on the land. Back in 
1946, they began negotiations with the various engineering firms and 
finally settled on Morrison-Knudsen to do the main job of constructing 
two large storage dams and a network of irrigation canals in order to 
permit the agricultural development of the valley. 

Mrs. Bouron. Where is that in relation to Kabul? 

Mr. Pavut. It is southwest. It runs right into Iran. 

If you can find Kandahar, there, that is a good checkpoint. The 
investment they have made in the Helmand Valley development con- 
sisted of just about all the foreign exchange they had. In 1950, the 
Export- a Bank authorized a loan of $21 million for the Helmand 
Valley project. 

The Afghanistan Government, at that point, had made $14 million 
available out of their own foreign exchange, and $6.5 million, roughly, 
in local and other currencies. 

The $21 million has bought, under the supervision and contracting 
of Morrison-Knudsen, as we indicated, two large storage dams, and 
some progress along with the irrigation canals which have to follow 
that, but the job is far from complete and the Afghanistan Govern- 
ment recently sent a mission to this country, the head of which was 
the head of their development authority, and they requested an addi- 
tional loan from the Export-Import Bank to continue and complete 
the construction phases of that project. 

(Discussion oft the record.) 





Mr. Pau. The amount of loan that is actually to be granted by the 
Export-Import Bank is $18.5 million. 

( Discussion off the record.) 

Mr. Paut. One of the problems that Afghanistan has run into is 
that they went ahead with the construction phases of this project, 
which were engineeringly sound, but they did not take the simul- 
taneous steps they had to take in order to organize their Government 
so as to administer this area, the assignment of land to the nomadic 
vopulation which they were trying to settle, and the general setting up 
of a network of villages and institutions which would make that a 
going concern, once the engineering work had been completed. The 
main emphasis of our assistance has been in the Helmand Valley to 
provide technical aid in those fields. 

We do not have any development-assistance program in Afghani- 
stan, although we did furnish them during t* nis past year $1, 450,000 
worth of wheat, in order to meet a wheat crisis which emerged about 
6 months ago. 

The emphasis for our program next year is also in the technical 
tield, and also concentrated heavily in the southern part of the country, 
and principally in the Helmand. 

( Discussion off the record.) 

Mr. Pauw. We are prepared to go into projects in the Kabul area 
upon the request of the Afghanistan Government. We are supplying 
them technical assistance in road rehabilitation and maintenance which 
they need very badly. 

( Discussion off the record. ) 

Mr. Jupp. About a year ago, there was an announcement that the 
Russians and the Pakistani Government had agreed to build some big 
storage facilities at Kabul. Did that go through ? It was a public 
announcement. 

Mr. Garprner. I believe not. 

Mr. Jupp. There was a lot of fanfare about it and maybe it was 
just one of those things the Russians put out for propaganda purposes. 

We were told that the aristocracy, the family groups or the old 

“patriarchs,” I guess, is perhaps the correct word, who control the 
country deliberately don’t want to develop it because they don’t want 
to make it a desirable target in this struggle. If they are poor and 
have no communications, ‘and are just on a survival ‘basis, they are 
more likely to slip through with less danger of invasion and involve- 
ment than if they were strong and their highways were developed, 
and so on. 

(Discussion off the record.) 

Mr. Jupp. Are they still playing along with the people who were 
trying to get independence in the western part of Pakistan ? 

Mr. Garprner. There have been tribal difficulties on that. There is 
a perennial subject. 

Mr. Jupp. Last year there was this Pushtoonistan independence 
movement. That, in itself, would not be serious to Pakistan unless it 
got tied up with Afghanistan. That is what they were afraid of. 

Mr. Garpiner. Pakistan has sent an Ambassador to Kabul, and 
Afghanistan has sent a number to Karachi which we regard as a step 
forward. 

Mr. Pau. They are not planning any merger, as was reported. 

Mr. Jupp. Thank you very much. I appreciate the time. 
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Mrs. Boiron. Could we have some comment of the State Depart- 
ment on that subject? 

Mr. Garprner. I am afraid I am not as fully acquainted as I should 
be with the Afghanistan problem. I do know that the Pushtoonistan 
matter is less acute at the moment and the two countries are exchang- 
ing senior diplomatic officials. 

Mr. Jupp. The real barrier there is that range of mountains. Sup- 
pose we get Turkey, Iran, and Pakistan together. There is the 
Afghanistan link that is missing, except for that range of mountains, 
I guess. 

{r. Garprner. That range has been very effective for many cen- 
turies in keeping people separated. 

Mr. Pauw. Could we offer for the record a pretty full statement 


on the degree to which the Russians are active there? 
Chairman Currerrtetp. Please do that. 
(The information referred to is as follows:) 


Soviet INFLUENCE IN AFGHANISTAN 


The Government of Afghanistan maintains distant though correct relations 
with the U. S. S. R., with which it shares a common border of some 1,000 miles. 
Relations are based on the Afghan-Soviet Treaty of Nonaggression and Friend- 
ship of 1931, which is still valid. There are no outstanding border disputes, 
the last having been settled in 1948. Diplomatic missions are maintained in 
Moscow and Kabul. The U. S. 8S. R. also has a relatively large Vostokintorg 
office and a Tass representative in Kabul, the Afghan capital. 

There is a traditional trade carried on between the two countries. Afghani- 
stan trades cotton, wool, and hides and skins, the products of its northern 
provinces bordering on Soviet Central Asia, primarily for Soviet petroleum prod- 
ucts, cotton piecegoods, and sugar. Current barter trade is based on 4-year 
agreement signed in 1950 which provides for a total exchange of goods during 
that period amounting to $20 million. The agreement is to continue in force 
unless either party desires to renegotiate it. 

To date, the Soviets have not fully exploited potentialities in Afghanistan, 
though the possibility exists that they may do so at a convenient time. The 
U. S. S. R. does beam propaganda broadcasts to Afghanistan, emphasizing par- 
ticularly Soviet achievements in central Asia. 

Recently, signs have appeared indicating a more active effort on the part of 
the U. S. S. R. to penetrate Afghanistan by economic means. Barter trade is 
reported to be increasing. On January 27, 1954, the Government of Afghanistan 
and the U. S. S. R. signed an agreement whereby the U. S. S. R. would loan 
Afghanistan the equivalent of $3144 million to construct with Soviet technical 
assistance 2 grain warehouses and a bakery. This loan is to be repaid in goods 
starting in 1957 at interest of 3 percent per annum. In early April, an agency 
of the Afghan Government contracted for the purchase of Soviet consumer goods 
with payment to be made in local currency in the amount of 4,700,000 afghanis 
for the administrative expenses of the Soviet Embassy in Kabul. It is under- 
stood that more recently Afghanistan has accepted assistance from the U. S. S. R. 
for the construction of gasoline-storage facilities near the capital. 


General Stewart. I have no program of any kind in Afghanistan. 

Mr. Burtrson. As a general proposition, Mr. Paul, why would not 
Pakistan, for instance, in developing their airways system about 
which you spoke, be eligible for an Export-Import Bank loan, as you 
have described for Afghanistan? Or, not limiting it to that par- 
ticularly, in the development of power dams, irrigation projects, or 
whatever it may be, if it is not connected with the defense of the 
— and why would that not be the approach, rather than grant- 
in-aid ? 

Mr. Garptner. Could I reply to that, sir? I think the answer is 
that Pakistan is already borrowing up to the hilt, if I can use that 











expression. They are using resources available to them from the 
International Bank, to the full. 

Mr. Buruzson. Is that the yardstick which is applied? 

Mr. Garpiner. Yes. That project is not the only measure of bank- 
ability. The other test is the borrowing capacity of the country, as 
such, which the banker gages in terms of repayment prospect. 

Mr. Bururson. Is that also a criteria for any other country in quali- 
fying for bank loans ¢ 

Mr. Garpiner. That would be a criteria across the board. You 
would hope they would first exhaust their private resources and their 
borrowing capacity from the bank. When those resources have been 
used up, then there is a case, perhaps, for grants supplementing it. 
That would go for any country. 

Mr. Burtxson. And would not the strengthening of a country 
against Russian imperialism also be considered ? 

Mr. Garprner. Certainly. In the critical areas where we are con- 
centrating the program, that is on the rim of Russia. Those are the 
countries we regard as more critical where we need to move faster, 
if we can move faster, than banking resources would allow. 

Mr. Burieson. Not only that they would allow, but that would be 
a factor in establishing eligibility, would it not? 

Mr. GarprNrer. That is correct. It woud be a means test as well as 
a needs test. 

Mr. Pavu. The Pakistan Government, I might add—I did not give 
you the full extent of borrowing. They are in the fiell of agricultural 
development, and they have recently discovered a large supply of 
natural gas in the Sui area which is north of Karachi, about 300 railes, 
I believe, and this has all kinds of promise, both in terms of fuel for 
Karachi, which is desperately needed, also for industrial plants and 
other kinds of development projects. 

The International Bank will be considering a loan on that project 
and they have quite a portfolio of outstanding requests with the 
International Bank. 

Mr. Garprner. That is being pushed by private industry in the first 
instance, I believe. 

Mr. Javrrs. Mr. Chairman, will we have an opportunity to ask 
questions on Pakistan around the table ? 

Chairman CurperFietp. Go right ahead, sir. 

Mr. Javirs. Well, I would like to. 

Mr. Vorys. My only question is how far we can keep going this 
morning ¢ 

Mr. ie Then, may I ask two questions on procedure? I would 
like to be here when they discuss in detail—which I don’t know whether 
they have done or not—the Near East, and I would certainly like to be 
here when Secretary Dulles appears. Couldn’t the committee have 
some notice of what is coming, from now on? 

Mrs, Bouton. It was my understanding that we were to continue, 
tomorrow, on the Near East, and the details of the Near East. 

Mr. Javirs. I will certainly try to be here, 

When will we hear Mr. Dulles? 

Chairman Currerrtevp. Mr. Crawford? 

Mr. Crawrorp. We were in touch with Mr. Thruston Morton this 
morning and it is anticipated that the Secretary will be able to appear 
before the committee one day early next week. 
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Mr. Javits. It won’t be Monday, will it? 
Mr. Crawrorp. No, sir. It would be more likely to be Wednesday. 
Mr. Javirs. Now, I would like to ask a question on Pakistan. As I 
understand it, the State Department knows about the details of the 
so-called Pakistan-Turkey defense arrangement. Now, have other 
nations or other countries been invited to join in that arrangement ! 
Do we know anything much about it, or do we wait for somebody else 
to tellus? How can we find out how this whole program fits into the 
Turkey-Pakistan defense arrangement ? 

Mr. Garvrner. The fact that there is an agreement between Turkey 
and Pakistan is known to the United States Government and has been 
applauded, and applauded in these records before this committee in 
these current hearings, as a constructive step forward in area defense. 

It certainly has been indicated to other countries in the area that 
adherence to such an agreement for defense purposes of the area, as 
has been initiated by Turkey and Pakistan, would be a material factor 
in our determination as to the desirability of granting military aid 
to such countries. 

Mr. Javirs. What countries do we consider as desirable for inclusion 
in the Turkey-Pakistan arrangement ? 

Mr. Garprner. As you know, sir, a military aid agreement has been 
signed by Iraq and the United States. That has not yet been imple- 
mented, and General Stewart and Mr. Byroade have indicated the 
various preliminary steps that will be necessary before that agree- 
ment becomes, in any measure, effective. 

Mr. Vorys. Has that been announced publicly yet? 

Mr. Garprner. It was in the paper. 

Mr. Javirs. Have they testified here as to the details of the Iraq 
arrangements ¢ 

Mr. Garptver. Mr. Byroade has testified. 

Mr. Vorys. Mr. Javits, do you not think it would be proper to alert 
General Stewart to the fact that we want to know what the Executive 
recommendations are, regarding this mission that has just returned 
from Pakistan? That is not available yet, but we want that, and we 
want to know how that ties in. 

Mr. Javirs. And the same thing about Iraq. 

Mr. Chairman, if I may have permission to do it, I would like to 
introduce a letter into the record which I wrote the Secretary of State. 

(The letter referred to is as follows :) 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 


Washington, D. C., April 28, 1954. 
Hon. JoHn Foster DULLES, 


Secretary of State, Washington, D. C. 


Deak Mr. Secretary: Your attention is respectfully directed to my remarks on 
the floor of the House of Representatives yesterday respecting the reported 
agreement to give arms assistance under the Mutual Security Act to Iraq. You 
will recall that the letter of February 5, 1954, from 29 Members of the House of 
Representatives and 6 Senators expressed “grave concern” over any such 
eventuality and stated the reasons therefor as being the very troubled situation in 
the Near East to which an explosive element such as arms aid to one of the 
Arab States should not be added. 

Your attention is also directed to the provisions of section 202 (b) of the Mutual 
Security Act of 1951, as amended, relating to the agreements required of any of 
the Near East states receiving arms aid assistance and the report thereon to be 
nade to the appropriate committees of the Congress. 









us 


of 


th 
th 
al 


087 


The implications of arms assistance to the Arab States are so grave that I 
believe the country is entitled to know the answers to the following questions: 

(1) What are the commitments and capability, if any, undertaken by Iraq to 
support Turkey and Pakistan in their defense arrangements for the Middle 
Kast? 

(2) What commitments, if any, have been undertaken by Iraq to refrain from 
using arms available to it for aggression, either itself or through other members 
of the Arab League? 

(3) How does our Government believe arms available to Iraq will affect the 
three-power declaration of May 1950 to preserve the integrity of the borders of 
the countries of the Near East—declared by us, the United States, Great Britain, 
and France? 

(4) What action is our Government prepared to take and is any parallel action 
called for by the other two governments concerned to see that the three-power 
declaration of May 1950 is respected? 

I would very much appreciate hearing from your accordingly. 

Sincerely, 
J. K. Javits, M. C 


(The following reply has been received from the Department of 
State :) 


DEPARTMENT OF STATE, 
Washington, May 6, 1954. 
Hon. JAcos K. Javits, 
House of Representatives. 

DeaR Mr. JAvirs: I refer to your letter of April 28, 1954, to the Secretary of 
State inviting attention to your remarks on the floor of the House of Representa- 
tives with regard to the decision to provide arms assistance to Iraq under the 
Mutual Security Act. 

You may recall that the concern of the Department of State with regard to the 
dangerous weakness in the defense capabilities of the Near East and the relation 
of this problem to the Arab-Israel dispute was set forth by Under Secretary 
Smith and Assistant Secretary Byroade on March 3, 1954, in discussion with you 
and certain other Members of Congress. The Department's position Was sub- 
sequently summarized in a letter dated March 8, 1954, from Under Secretary 
Smith addressed to you and the other members of that group. 

The Presidential determination required by section 202 (b) of the Mutual 
Security Act of 1951, as amended, to which you referred in the second paragraph 
of your letter was transmitted by the Director of the Foreign Operations Admin- 
istration to the chairmen of the appropriate committees of Congress by letter 
dated January 29, 1954. 

With regard to the specific questions contained in your letter of April 28, 1954, 
I should like to make the following comments. The number of these succeeding 
paragraphs refers to the number of the question. 

1. Iraq has undertaken no commitments with regard to Turkey or Pakistan. 
Her geographical situation, however, makes it obvious that in the event of ag- 
gression from the north she would have to coordinate her defense with those two 
states as well as with her other neighbors. It should be noted, furthermore, that 
Iraq is closely linked to Great Britain by a defensive military alliance, while 
Britain’s ties with Turkey and Pakistan are well known. Iraq, as well as the 
other states of the area, fully understands that no one state alone can, from its 
own resources, provide an adequate defense against Communist aggression and 
that the volume of aid to be received from the United States under the terms of 
the recent understanding will be determined to a large extent by the ability of the 
nation effectively to contribute to the defense of the area. 

2. The understanding of April 21, 1954, with Iraq conforms to the require- 
ments of section 202 (b) of the Mutual Security Act of 1951, which specifically 
requires, inter alia, that the recipient nation agree that it will not undertake 
“any act of aggression against any other nation.” The Government of Iraq has 
also undertaken not to transfer title or possession of equipment or materials 
furnished by the United States without prior consent of the United States. 

3. The Department does not consider that the decision to provide grant mili- 
tary assistance to Iraq affects in any way the continuing validity of the Tripartite 
Declaration of May 1950 which pledges the United States, the United Kingdom, 
and France immediately to take action both within and outside the United Nations 
to prevent a violation of frontiers or armistice lines. 
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4. Included in the understanding with Iraq is a provision that “assistance will 
be provided subject to the provisions of applicable legislative authority and will 
be related in character, timing, and amount to international developments in the 
area.” Should there be developments in the Near East showing that the policies 
of any government in that area receiving our military aid are no longer based 
on consideration of legitimate self-defense, the United States Government would 
immediately reassess not only its aid program, but its basic policy toward the 
countries concerned. President Eisenhower speaking on February 25, 1954, on 
the occasion of the announcement of grant United States military assistance to 
Pakistan said “if our aid to any country * * * is misused and directed against 
another in aggression I will undertake immediately, in accordance with my con- 
stitutional authority, appropriate action both within and without the United 
Nations to thwart such aggression. I would also consult with the Congress on 
further steps.’ The Department is confident that the United Kingdom and France 
would take appropriate measures in consultation with the United States under 
the terms of the Tripartite Declaration in the event of a threat to the territorial 
integrity of any of the states of the area. 

Sincerely yours, 
Turuston B. Morton, 
Assistant Secretary. 


DEPARTMENT OF STATE, 
Washington, March 8, 1954. 


I refer to your letter of February 5, 1954, and to our meeting at the Capitol 
on March 8 regarding American policy in the Near East and, in particular, to 
the subject of possible extension of arms aid by the United States Government 
to one or more Arab states. I am summarizing below the main points which 
were made in our discussion: 

The present dangerous weakness in the defensive capabilities of the Near East 
constitutes a direct threat to the security of the United States and of the free 
world. Authority to take steps to improve this situation was granted by the last 
Congress in a new authorization (sec. 202 (b)) contained in the Mutual Secu- 
rity Act of 1953 and in Public Law 218, appropriating funds for military assist- 
ance to the Near East (excluding Greece, Turkey, and Iran) and Africa. Pro- 
visions of mutual security legislation require the most definite assurances by all 
recipient nations against aggression. In addition to insisting upon such undertak- 
ings in every instance, the United States Government will continue to concern it- 
self with relative military strengths in this area until such time as tensions be- 
tween Israel and the Arab states have been sufficiently reduced to give promise of 
a lasting peace in the area. Any military aid which the United StateS may con- 
sider extending to states in this area will not shift the balance of strength so as 
to imperil the existence of any one nation. 

The President has just reaffirmed in the strongest terms the attitude of this 
Government regarding the misuse of United States material aid for aggressive 
purposes. This is contained in his statement of February 25, 1954, regarding 
American aid to Pakistan, a copy of which is attached. It should also be recalled 
that the United States Government joined with those of the United Kingdom 
and France on May 25, 1950, in a declaration of policy (copy also attached) 
regarding the supply of arms and war materials to the Arab states and Israel, 
which said: 

“1. The three Governments recognize that the Arab states and Israel all need 
to maintain a certain level of armed forces for the purposes of assuring their 
internal security and their legitimate self-defense and to permit them to play 
their part in the defense of the area as a whole. All applications for arms or war 
material for these countries will be considered in the light of these principles. 
In this connection the three Governments wish to recall and reaffirm the terms 
of the statements made by their representatives on the Security Council on 
August 4, 1949, in which they declared their opposition to the development of an 
arms race between the Arab states and Israel. 


* * * * * * * 


“3. The three Governments take this opportunity of declaring their deep 
interest in and their desire to promote the establishment and maintenance of 
peace and stability in the area and their unalterable opposition to the use of 
force or threat of force between any of the states in that area. The three Gov- 
ernments, should they find that any of these states was preparing to violate 
frontiers or armistice lines, would, consistently with their obligations as mem- 
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bers of the United Nations, immediately take action, both within and outside the 
United Nations, to prevent such violation.” 

The Secretary of State in his radio address to the Nation on June 1, 1953, re- 
porting on his trip to the Middle East, stated emphatically that the present ad- 
ministration stands fully behind this declaration. 

The United States Government, in the event of an armed aggression in the 
Near East, will act upon its public pledge. 

The United States Government reaffirms its friendship for Israel and its 
policy of supporting her continuation as a sovereign and independent nation, 
and it reasserts its determination to assist in that reduction of tensions between 
Israel and her neighbors which is indispensable to the conclusion of a lasting 
peace—a peace which will require real concessions, not merely gestures, by both 
sides. The United States Government also reaffirms its equal friendship for 
every other state of this area. It will seek through expressions of that friend- 
ship and through the development of confidence in its impartiality and integrity 
to assist in establishing the strength necessary for our security and that of the 
free world as a whole. 

Freedom of action within the framework of these principles is essential to our 
own national security. We are confronted today by possibilities of creating 
strength. The voluntary steps now being taken toward mutual cooperation by 
certain Nedr and Middle Eastern states located close to the Soviet Union merit 
our support. We must make use of these historic opportunities as they occur, or 
see them pass by with incalculable consequences for our own security. The 
setting within which we must build defensive strength is unlikely ever to be 
perfect. Certain area disputes may well remain unsettled for many years, while 
the Soviet threat continues to grow. It is our conviction, furthermore, that build- 
ing area defense will not obstruct the solution of these disputes but instead by 
fostering internal stability and appreciation of common danger will contribute 
to a reduction of tensions. 

Identical copies of this reply are being sent to other members of the Congress 
who signed the letter of February 5, or attended the meeting of March 3. 

Sincerely yours, 
WaALTer B. SmirsH, 
Acting Secretary. 


Mr. Javits. I now understand Iraq is to be tied in. Is Iran to be 
tied into that ? 

Mr. Garprner. I don’t know whether you can put it in quite those 
terms, whether they are to be “tied” in. Adherence to that pact 
would certainly indicate the intentions of those countries regarding 
defense and I should think would affect our policy in respect to the 
extent of our military aid to both countries. 

Mr. Javirs. Is any other country to be in the Turkey-Pakistan 
defense agreement aside from those two countries ? 

Mr. Garpiner. As you know, Mr. Javits, it has been the attempt of 
the Executive for some years to erect a defensive organization in the 
Middle East, and I would think that no country would be disqualified 
from adherence to a defensive pact directed against the common 
potential aggressor. 

Mr. Javirs. Has Iraq been asked to join in that pact as a price for 
getting military aid? 

Mr. Garovrner. I would think the correct answer there was that the 
nature and amount of our aid to Iraq would be determined by Iraq’s 
attitude toward such a defense arrangement. 

Mr. Javits. And we will have testimony on the program contem- 
plated for Iraq? 

Mr. Garprner. Yes; but I think the time lag is going to be con- 
siderable, because I don’t think the Defense Department is going to 
make its determinations until it has surveyed the situation on the spot, 
and they haven’t yet begun that operation. 

45700—54——-38 





590 


General Srewarr. I can give you some information on Iraq right 
now. It presents a rather peculiar problem in setting up this pro- 
gram. The British have been in there for many years, and the 
equipment they now have is British. 

(Discussion off the record.) 

Mr. Javirs. Do the military people have any appraisal as to whether 
that will enable Iraq either directly or through the Arab League to 
undertake aggression as against any other Near East state, including 
Israel ? 

General Srewart. I have no official opinion on that. 

Mr. Javirs. Will we have an opinion, Mr. Gardiner, before we are 
asked to pass on this? 

Mr. Vorys. We have spent considerable time on that. 

Mr. Javits. I have one other question, Mr. Chairman. Does the 
United States have any obligation in respect to the Turkey-Pakistan 
pact? Incidentally, I am very much in favor of it. Do we have any 
connection in that pact such as we have in NATO? 

Mr. Garprner. I believe not, except that Turkey adheres to NATO, 
and the general obligations that we have stated frequently in our 
opposition to aggression. 

Mr. Javits. But have we taken a specific obligation toward defense 
against aggression against Pakistan, as we have with respect to 
Turkey, because we are in NATO, and so is Turkey ¢ 

Mr. Garpiner. Of course, we are acquiring obligations as we insti- 
tute a military assistance program to Pakistan. 

Mr. Javits. We acquire them by implication then, I gather from 
what is the testimony. 

Thank you, Mr. Chairman. I am sorry to have taken so long. 


Chairman Curprrrrep. If there is no objection, we will adjourn 
until 10 a. m. tomorrow morning. 

(Whereupon, at 12:03 p. m., “the committee adjourned, to recon- 
vene at 10 a. m. Friday, May 7, 1954.) 





THE MUTUAL SECURITY ACT OF 1954 


FRIDAY, MAY 7, 1954 


House or REPRESENTATIVES, 
ComMMITTER ON ForreIGN AFFAIRS, 
Washington, BG. 
The committee met, in executive session, at 10:10 a. m., in room 
9 
G-3, United States Capitol, Hon. Robert B. Chiperfield (chairman) 
presiding. 
Chairman CurprerrieLp. The committee will be in order. 
Mr. Paul, have you a further statement ¢ 


FURTHER STATEMENT OF NORMAN S. PAUL, REGIONAL DIRECTOR, 
NEAR EAST, SOUTH ASIA, AND AFRICA, FOREIGN OPERATIONS 
ADMINISTRATION 


Mr. Pauut. Mr. Chairman, today we would like to cover as much 
of the Near East as we can. We had hoped we could finish today. 
However, we do not want to proceed too rapidly and if we can get 
through the near eastern countries and the African countries we 
would like to get into Greece and Turkey which, if we are able to con- 
clude, will conclude the Near East, south Asia, and Africa portion 
of our testimony. 

If I may, I would like to go through it country by country pretty 
much, and Mr. Gardiner has some observations on the international 
problems as I indicated yesterday, and on the political problems in 
individual countries. 

We will start with Egypt which you will find on page 197, volume 
III, of the classified book and I think it is 207 of the unclassified. 

Mr. Smiru. Volume III? 

Mr. Pauu. I am sorry, it is volume I of the unclassified and I think 

is 207 in that book. 

Mr. Smiru. It is the same in either volume, is it not? 

(Discussion off the record.) 

Mr. Pauw. If I may just start off with a very brief background on 
the picture: I think Mr. Byroade, in his testimony of last Monday, 
gave you a general appraisal of the situation in Egypt, the political 
problem. 

(Discussion off the record.) 

Mr. Paut. I don’t think, either, that I need to dwell upon the im- 
portance of Egypt strategically or politically or simply as a force in 
the area. It is by far the largest country in terms of population in 
the Arab world and is a natural leader in the Arab world. 

Mrs. Bouton. In the agreements they are considering now, does 
Egypt take over the security of the Suez Canal? Does she make her- 
self responsible ? 

(591) 
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STATEMENT OF ARTHUR Z. GARDINER, POLITICO-ECONOMIC 
ADVISER, BUREAU OF NEAR EASTERN, SOUTH ASIAN, AND 
AFRICAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Garprner. It is hoped that the British can maintain the mainte- 
nance facilities at the base. The problem is to solve that in a context 
which is acceptable to the Egyptians and the British. 

Mr. Smiru. The reporter cannot hear you, Mr. Gardiner. 

Mr. Garptner. I will repeat. The problem in Egypt is to find a 
solution which would enable the base facilities in the Suez area to be 
maintained by British technicians, on terms satisfactory to the Bri- 
tish and to the Egyptians who resent the presence of large numbers of 
uniformed British troops in Egypt. 

Mrs. Bouron. Thank you very much, Mr. Gardiner. © 

Mr. Paut. The background of the program which we are pro- 
posing for Egypt and that we have been carrying out is based on a 
few fundamental facts within the country. 

(Discussion off the record.) 

Mr. Pauw. Their population has been increasing at a very rapid 
rate: 19.2 percent from 1937 to 1947 and the rate has been rising since 
1947 at a comparable rate. 

At the same time the standard of living of the people is declining. 
Their per capita income in 1950 prices has declined from $160, 
roughly, in 1920 to $120 in 1950 a it is still declining. They are 
having foreign exchange difficulties. In their trade with the United 
States, in 1953, their purchases were five times their sales. They have 
doubled their arable land in the last 40 years from 3 to 6 million acres 
but their population has quadrupled in the same period. 

(Discussion off the record.) 

Mr. Pauw. Now, we have been in Egypt with a program since 1952, 
and that was the first year of our operation. In that year it was 
simply setting up a technical assistance program and the amount of 
funds involved were $416,000. 

In fiscal year 1953, the level of assistance was $12.6 million. 

Now, this sounds like a very large increase and I would like to 
explain the reasons for that increase, for just a moment. 

he regular technical cooperation program that was being carried 
out in Egypt was at the level of $2.6 million. However, it was during 
this year, if you will recall, that the Naguib Government replaced 
King Farouk and his government, and where the basis for the present 
reseneneet, of Egypt was set up. This seemed like a highly favorable 
evelopment as far as Egypt was concerned and as far as the United 
States long-run relations with Egypt were concerned. The Presi- 
dent authorized the furnishing of a grant of aid of $10 million to 
Egypt which had a base in the desperate economic situation of the 
country [security deletion] and also a strong political base, in an 
effort to show United States support for the new government and for 
the future of Egypt. 

Now, this assistance has been channeled into two large provincial 
development projects, in the Buheira area, which is the upper delta 
region and the Fayoum, which is farther south. These programs 
have been set up under a joint enterprise of our Government and their 
Government through on organization created for the purpose known 





593 


as the Egyptian-American Rural Improvement Services, or E: ARIS. 
The purpose of the EARIS project is to increase the arable land in 
these provinces involving reclamation of approximately 33,000 acres 
in the initial phases; construction and dev elopment of improved com- 
munity facilities, and the resettlement of several thousand families. 
The first estimate was 7,000 families, but we hope the number can be 
greatly increased. 

Mrs. Boiron. Resettlement from where, the Gaza Strip? 

Mr. Pauw. No; fromall over the area. As you know, there has been 
a redistribution of the land in process, there, and no doubt a lot of 
these families who are moved on will come as a result of the land 
reform measures which have been undertaken by the Government. 

There has been $10 million committed for this project in 1953. 
The progress has not been as rapid as we had hoped it would be. 
However, in the Buheira province, which is the first one we have 
actually gotten started 

Mrs. Bouron. Where is that; is it near Cairo? 

Mr. Pauw. It is north of Cairo. ‘The Fayoum. It is mainly in 
the planning stage at the moment. 

Under the terms of the EARIS agreement, the United States com- 
mitted $10 million, and the Government of Egypt committed the 
equivalent of $15.6 million in Egyptian pounds. Five project agree- 
ments have been signed to date, suboblig: ating $7 million, of which the 
United States contribution is almost $3 million. As I indicated, I 
would be less than frank unless I said that the progress of these 
projects hasn’t been as rapid as we had hoped for, Dut it is a project 
the Egyptians feel strongly about and the Egyptian Government is 
fully behind it. They have asked that we go into this and attach a 
great deal of hope for success and hope it will prove as a model for 
greater expansion in reclamation in arable land throughout the coun- 
try if this project is successful. 

Mr. Smiru. What is the cause for the delay? 

Mr. Pav. Largely a delay in getting organizations set up within 
the ministries of the Egyptian Government, Mr. Smith. 

(Discussion off the record.) 

Mr. Smirn. Do you think it has been improved, now ? 

Mr. Paut. It has definitely been improved. 

I say that generally, not only with respect to the EARIS project, 
but with respect to the regular projects we have been carrying out 
through our technical cooperation program. 

All of the funds, for example, in the 1954 program, which are at 
the level of $3.2 million, are now in the form of firm contracts or other 
subobligations, whereas a year ago we were very late in getting started 
with our 1953 program, both in this program and in the EARIS 
program, itself. 

Our emphasis has been largely in the agriculture and water- 
resources field. It has been heavily slanted toward the agricultural 
sector involving the improved use of the land for water, and also 
to bring in considerable new land. There have been no large-scale 
irrigation or development projects financed through our aid. It has 
been a matter of sacle and supporting supplies and equipment, 
We have also been very active in the health and education fields, as 
is pointed out in the narrative statement before you, on page 200. 
We have made considerable progress, I think. In the public-health 
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field, for example, we have been trying to attack the very desperate 
diseases of schistosomiasis and trachoma which have held down the 
Egyptian productivity considerably. The average life expectancy 
in Egypt, I am informed, is roughly 38 years. 

Mrs. Bouron. Is that first disease the one regarding the snails? 

Mr. Pau. Yes. 

In the educational field—— 

(Discussion off the record.) 

Mr. Pau. We have been able to move in on the front of training 
rural teachers, and also, we have helped them in the business of 
designing their school facilities and technical assistance in that field. 

We have instituted land-classification surveys. We have entered 
into water-spreading projects, although on a small scale, so far. We 
have helped with their agricultural development, but not in the field 
of cotton, or wheat production. 

For next year, our major new activity in the agricultural field wiil 
be in increasing ‘the livestock-i improvement program and also moving 
into the public administration field. 

(Discussion off the record.) 

Mr. Pav. You will note that in addition to a continuation of the 
rather small-scale technical cooperation program for next year, for 
which we are requesting $4.4 million, we have entered a proposed 
program [security deletion] of development assistance. 

Now, this is one of the programs that Mr. Byroade referred to the 
other day in saying that we have not been able to get off the ground. 
We informed the committee last year that we had “plans for starting 
an economic-development program in Egypt. 

(Discussion off the record.) 

Mr. Pauw. These projects [security deletion] are in the field of trans- 
port, both in railroads and roads. 

(Discussion off the record.) 

Mr. Pauw. They have also indicated that they want help in a de- 
velopment of their irrigation system [security deletion]. 

Now, in terms of the future development in Egypt, there is one 
project that they regard as being important above all others, and that 
is the Aswan Dam, which they are desirous of building and which they 
feel holds the key to their future agricultural and economic develop- 
ment. 

Aswan is located roughly 400 miles south of Cairo. There is pres- 
ently a 52-year-old dam on this site, which is 170 feet high and a mile 
wide. The dam which the Egyptians want to build is approximately 
475 feet high and would create, if they come through with their plans, 
the largest man-made reservoir in the world. The actual reservoir 
from the dam, which is down very close to the Sudanese border, there, 
would be in the Sudan. 

Mrs. Bouton. How much does that raise the Nile down further? 
Does it do any damage down further, below the dam at Aswan? 

Mr. Garprner. It would regulate the downstream flow of the river 
and presumably would do less damage. 

Mr. Pav. That is an important point. There is one thing they 
must watch out for very carefully, and that is the development of 
drainage facilities down the Nile, which they are now getting to, at 
least, on the planning stage with our assistance. We have been help- 
ing them in that. 
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As far as the external costs of this high Aswan Dam is concerned, 
our best present estimate is that it might cost upward of $500 million 
of foreign e&change and local currency. The means of financing this 
project have not been determined. There were discussions for a while 
with the World Bank on the subject. 

(Discussion off the record.) 

Mr. Paut. The Egyptians have maintained that this is an Egyptian 
dam and it is their business and they are not violating the-—— 

(Discussion off the record.) 

Mr. Pau. As of the moment, there are no active negotiations 
going on between the Interational Bank and the Egyptian Govern- 
ment. 

(Discussion off the record.) 

Mr. Paut. We have provided assistance to a minor degree through 
an aerial survey, which is a necessary prerequisite to the further 
engineering studies of the dam, but we do not at this moment plan 
to enter into financi ing of the actual construction of the dam with 
our funds. 

This is, as I say, the answer to the future of Egypt: The Nile. 
They have no other water in the country, and there is no other source 
of water for agricultural development. 

Mrs. Boiron. The Aswan project would develop an additional 
million acres, would it not? 

Mr. Garpiner. That is the estimate. 

Mr. Pau. Yes, I think that is correct. Do you have anything, 
Mr. Gardiner, to add to that? 

Mr. Garprner. I think there is nothing to add to that until we 
come to the Arab refugee problem. 

Mrs. Bouron. May I ask a question, Mr. Chairman ? 

Chairman Cuireerrrecp. Mrs. Bolton—— 

Mrs. Bouron. In your calculations for the future, do you feel that 
the present situation, politically, in Egypt, is stronger than it has 
been at any point? 

Mr. Paut. I believe Mr. Byroade testified the other day that he 
felt the Government, under Colonel Nasser, was a much better bet 
insofar as United States-Egyptian relations are concerned. 

Mr. Garpiner. Our hopes are pinned on that. 

Mr. Smrru. What is the target date on the program, there? 

Mr. Pau. The target date? 

Mr. Smirn. Yes. As you look into the future, how long a pro- 
gram is this going to be as far as the United States is concerned ¢ 

Mr. Pau. As “far as the technical- -cooperation program is con- 
cerned, sir, we are starting from such a low level of development that 
I would conceive that would go on at a low level for many years. 
As far as the development assistance, itself, is concerned, I think we 
will have to set our targets fairly arbitrarily. We can’t rebuild 
Egypt through our development assistance. I think the answer 
ultimately is getting private investment in the country, and loans. 

Mr. Smirn. Do you think we have a responsibility to rebuild 
Egypt? 

Mr. Paut. No, sir, I don’t think the United States Government 
has any such responsibility. 

Mr. Smirn. Before you can interest private capital and before they 
can carry on their own development program, do you not think it is 
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absolutely essential that there be some semblance of political atability t 
Can any of these programs succeed without political stability ? 

Mr. Pavt. No, they certainly cannot, sir. Particutarly private 
investment [security deletion]. 

Mr. Smiru. That is right. Wherever we went last fall, where there 
was assurance that there would be political stability, there were ample 
funds available. 

Now, I had a very interesting experience, as we went out to visit 
one of these educational projects, with the man who was in charge of 
education in Egypt. 

I have told this story before. I don’t know whether I ever stated 
it for the record, but I think it ought to be on the record, if it isn’t. 

In the automobile that I went out in to visit this program was a 
man in charge of the educational program. I have forgotten his 
name. Also, there was a native Egyptian who had been educated in 
this country and who had returned to his native land in the hopes of 
rendering a real service to his people. He was a dedicated individual, 
no doubt about it. 

Now, on the way out, they were discussing, between themselves, the 
extent of this program. I had been sitting by and they said, “Well, 
Congressman, you haven’t been saying anything. Have you any 
questions ¢” 

I said, “Well, I came to look and listen, but I do have a question, and 
it is this: How long do you think it is going to take to put over the 
program that you have been talking about ?” 

My Egyptian friend said, right out of a clear sky, “A couple of 
centuries.” The director of the program turned around and he said 
to this Egyptian, “You don’t mean that, Doctor?” 

So he said, “Well, maybe not 2 centuries, but surely 1 century.” 

I cite that merely to show that whatever we do, we ought not to kid 
ourselves by laboring under the impression that we are going into this 
part of the world or any part of the world—especially here, where 
there is a 16- or 17-century civilization, and expect to do a real, bangup 
job in a few years. 

I think the American people should be told that this kind of a 
rogram is going to take years and years, and they should determine 
cor much we want to put sate it. It is not a short-range program, 
by any manner of thinking. 

Mr. Pavt. May I just say, sir, I believe you are right; it certainly 
isn’t a short-term thing. We are not going to make the desert bloom 
overnight or create an ‘industrial complexion i in Egypt that they have 
in the E uropean countries, certainly, but it seems to me that it is a 
reasonable assumption that if political stability can be obtained in 
the country, that there will be a possibility of the United States get- 
ting out of the grant-aid business in Egypt in a comparatively short 
order. There are opportunities there for development. Through our 
technical assistance program, under contract with the Arthur D. 
Little Co. in Boston, we have explored investment opportunities in 
Egyot, if stability materializes, and my estimate is that they could 
be substantial, but they can’t attract large-scale private investment 
until the political situation simmers down. 

As far as the lending capacity of the Egyptian Government is con- 
cerned, the International Bank is prepared and, in fact, was in the 
process of negotiations with the Egyptians. 














597 


(Discussion off the record.) 

Mr. Smiru. We discussed the dam project with several engineers. 
The man I talked to said he didn’t think they could proceed, them- 
selves, without assistance from the bank. 

Now, if there is a real potential here, it seems to me that it might 
be a good investment for the bank. I don’t know. They are carrying 
all their eggs, as I see it, in that one basket. 

Mr. Pav. That is right, they are. 

(Discussion off the record.) 

Mr. Smrru. Have there been any surveys as to the possibilities of 
industrial development? It looks to me like pretty much of an agri- 
cultural situation. 

Mr. Pavt. This Arthur D. Little firm has, under contract to us, 
explored the field. I cannot report in detail on their conclusions, 
except that the field is limited for industrial development. 

There are other fields. Sears, Roebuck had a representative out 
there, and he came back with a very optimistic slant on the possi- 
bility of setting up an operation for marketing consumer goods in the 
country. That has possibilities. 

Mr. Garprner. May I have just a word? I think Mr. Smith’s re- 
marks were very wise indeed. I would suggest that one of the prob- 
lems might be stated by rather reversing the order or sequence of the 
thought. We might inquire whether there could be political stability 
in Egypt and certain others of these countries, unless there is more 
hope on the part of a larger number of people that the Government is 
in a position to help them. 

Now, at the same time, I think you are very wise, sir, in not under- 
estimating the great difficulties in Egypt. Let’s look at history. This 
development i is ‘nothing new. It has been going on for 50 years, actu- 
ally, when Lord Cromer went there in 1890. He had 5,000 engineers 
working on the Nile Valley and his work, the work of those people, 
succeeded in tripling the agricultural production of Egypt, and it 
more than trebled the ‘population. That, if you like, was technical 
assistance plus economic aid. The net result is more Egyptians and 
less land per person. 

On the other hand, there are indicated in the Little report, I think, 
and in other features of development, some hopeful signs. Some very 
substantial American oil interests have signed a contract with the 
Egyptians to explore oil possibilities in the western desert. 

While this might not lead to anything as substantial as the develop- 
ments in the Persian Gulf area, it might make a substantial change 
in Egyptian trade balances. It might make it more possible for them 
to develop further light industry such as textiles, cotton spinning, 
and weaving. 

The Little people have also turned up special possibilities, clays 
and soils useful in the ceramics industry. All of that might help. 
However, the fundamental problem, I think, has been stated very 
wisely by Mr. Smith. We are up against primeval forces which we 
do not yet fully understand. 

Mrs. Bouron. I am glad you touched on the oil situation, Mr. 
Gardiner. There is, of course, quite a lot of oil on the Gulf of Suez, 
where Standard had holdings, and because they couldn’t have more 
than 49 percent control, they finally got out. I understand they have 
sold their rights there, plus their equipment on the job, to an organi- 
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zation which has some Germans in it, but it is mostly Swiss and some 
American. These now have the hope that, owing to the more stable 
government, and the fact that the law is changed so that the company 
‘an own 51 percent, there is the probability that American oilmen 
will be going into that area. 


Mr. Garpiner. An American firm did sign a contract for explora- 
tion with the Egyptian Government. 

Mrs. Borron. That is in the west district. This is so much closer 
to usefulness. It doesn’t have a desert problem and has apparently 
been approved by the oil people. Their first well, I think, was a 
pretty big well, and since then I think there has been two, all of them 
producing wells. 

Now, the thought was that if the American group now interested— 
there is one smaller oil company not quite so big as Standard, in Cali- 
fornia, that is considering going in with Swiss financing and taking 
over some of the old Standard holdings. I asked Standard the other 
day whether they would consider going back in and they said no, 
not at this time, that they were through with that section, although 
it was a good section. They were not knocking it in any way. 

Mr. Paut. I have talked to this group myself and they are hopeful. 

Mrs. Bouron. It seems to me they are very hopeful, because of the 
steadier feeling and the fact that they have been willing to accept 
the idea and act upon it, that if outside capital is coming in, they must 
have some authority, and that the 51 percent was very important. 

Now, I wanted to ask this: The long-staple cotton proposition. 
A while back we had word that we had cut down on Egypt’s market- 
ing capacity for her long staple by marketing some ourselves, or 
getting other long-staple cotton into Italy which has been one of 
her markets; is that so? 

Mr. Garprner. Some cotton, Mrs. Bolton, was shipped to Italy 
under the provisions of section 550 of the current Mutual Security 
Act, after discussion with the Egyptians. That cotton is believed not 
to have disturbed the normal marketing of friendly countries, as 
provided in the act. 

I think the greater difficulty is the quota of the Egyptian Govern- 
ment into America. It is interesting to note in the statistical sheet in 
III-197, indications that the Egyptians apparently are taking a more 
realistic approach toward the balance between cotton on the one hand, 
and corn and wheat on the other. The production of wheat and corn 
is increasing very much and cotton is diminishing. 

Of course, from the point of view of the individual farmers, that is 
distressing because his yield, in dollars per acre, are much more 
favorable in cotton than other crops. 

Mrs. Borron. Thank you, Mr. Chairman. 

Chairman Currerrietp. Are there any further questions? 

Mrs. Bouron. Mr. Prouty, do you have any questions ? 

Mr. Provuty. Not at this time, Mrs. Bolton. 

Mr. Pauw. I believe the Israel picture was covered quite fully in 
the session on Monday. Mr. Byroade and I both testified. 

Mrs. Bouton. May I interrupt just a minute? Maybe this question 
has been answered, but aren’t there some short-term things we are 
doing, which would give short-term results which could be shown to 
the people of Egypt, as well as to our people, as being effective, some- 
thing we have done with them in technical assistance? 
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Mr. Paut. Yes. Wehave not fanned out allover Egypt. We have 
concentrated in a few areas and a rather large-scale education and 
agricultural improvement project is carried out in villages which are 
only a few miles outside of Cairo, 11 or 12 miles outside. This pro- 
gram has had quite an impact. It has been received very favorably 
and there has been considerable press comment on it. We didn’t pick 
it solely for that purpose. We are not trying to spread out all over 
the country. We are trying to operate in certain areas where there 
is an impact which the rest of the people can feel. 

Mrs. Bouron. I think it is important to have that in the record so 
that we are not just saying there is nothing in the world but long-term 
possibilities, important as these are. 

Thank you very much. 

Mr. Provury. Referring to this chart on page 198, Technicians and 
Trainees, in 1954 you show 141. Does that mean 141 in existence, or 
is that the number to be trained ? 

Mr. Faut. I think this bar chart was set up to show the number of 
training grants authorized. 

Mr. Proury. Are you making any progress in persuading these 
young men who receive such training to go out into the country and 
get their hands dirty ? 

Mr. Paut. That has been a major problem in Egypt. 


(Discussion off the record.) 
Mr. Paut. That has been a problem, but the rise in the number of 


trainees and the general relationships with the Ministry of Education 
and Agriculture, they have requested help and the training we are 
giving them can’t lead to anything else but getting them out into the 
villages. 

Weare not giving them any scientific types of training, at all. 

Mr. Proury. That is a great difficulty which probably will take 
time to overcome. 

Mr. Pauw. I am sure it will, sir. 

Mr. Smirn. What about our own people? Are we still able to re- 
cruit people to go in there? 

Mr. Pavuu. We are far below our recruiting targets. This is not 
only true in Egypt, but in other countries as well. 

Mrs. Bouron. We are short here, too. 

Mr. Smrrn. I would like to supplement what Mrs. Bolton said about 
short-range projects. As I observed them over there, they have what 
they call a Rhode Island Red project with chickens. It impressed me 
at least. I don’t know whether it impressed others, or not, but people 
can see the difference between the Rhode Island Red and the poor little 
Egyptian chicken. There is quite a contrast. 

And the matter of DDT, and sanitation, that is another program 
that I think we should get into with both feet. 

Mrs. Bourton. Do they still pay them to take the DDT treatment ? 

Mr. Smirn. I don’t know about that; I didn’t inquire. 

Mrs. Bouron. At first, they had to. 

Mr. Proury. When we were in Egypt, I remember some reference 
being made to housing projects of some kind. I don’t remember how 
many were involved. 

Are there any funds in this proposal for that ? 
Mr. Paut. To my knowledge, there are not, sir. 
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Mr. Prouty. It seems to me that that proposal, had it been carried 
through, would have created more evil than good. 

Mr. Pauw. We are giving and plan to continue giving technical as- 
sistance in design and development of communities—the design of 
model communities and so forth, and also the design of specific build- 
ings. But our funds are not going into the construction of houses, to 
the best of my knowledge. 

Mr. Provry. Thank you. 

Mrs. Bouron. Mr. Chairman, I wonder if I might ask General 
Stewart whether there is a military contribution to be made to Egypt? 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, UNITED STATES 
ARMY, DIRECTOR, OFFICE OF MILITARY ASSISTANCE, DEPART- 
MENT OF DEFENSE 


General Srewarr. No, there is not. They are eligible, but they have 
never come in. 

Mrs. Boxron. Is that because they are using German training and 
personnel to such a degree that they don’t need us? 

General Srewarr. No, I think the trouble lies, rather, in the political 
field. They have never signed an MDAP agreement with us. The 
only agreement we have with them concerns the military sales pro- 
gram under MDAA section 408 (e), but so far no formal request has 
been received from Egypt. 

Mr. Provry. Does anyone know what percentage of the Egyptian 
budget is allocated for military purposes ? 

General Stewart. No, sir; I don’t have the figures. 

Mr. Pau. We could get them. 

Mr. Proutry. I would like to have them. 

Mr. Paut. We have a figure here which indicates that it is roughly 
10 percent, but I think that is probably low. We will check that fig- 
ure and supply it for the record. 

(The figures referred to are as follows :) 


Fiscal years end-| Fiscal years end- 
ing Feb. 28— ing June 30— 


1950 | 1951 | 1982 | 1953 


Total Egyptian budget expenditures s 206 231 206 
Expenditures for Ministry of War and Marines 35 46 49 39 





116-morth period. 


Mr. Pavt. All figures in millions of Egyptian pounds. 

Mrs. Boutron. Thank you very much for letting me interrupt. 

Mr. Pau. May we move on to Israel, sir? 

Chairman Currerrievp. Please do. 

Mr. Pauw. As I indicated, I think the Israel picture was rather 
thoroughly covered. You will find Israel on page 255 of this 
document. 

In past years, we have furnished substantial amounts of grant 
assistance, economic, and development assistance. Starting from 
1952, which was the first year we were actively in this field—and I 
might add in the first 2 years this was as much a relief and resettle- 





601 


ment problem as an economic development problem and, in fact, more, 
because of the large number of immigrants into Israel. 

In 1952, the dev -elopment program was $63.5 million. In fiscal year 
1953, it was $70.2 million, and in this current fiscal year we have cut 
this assistance quite substantially, down to a current level of $52.5 
million. 

(Discussion off the record.) 

Mr. Pav. The problem in Israel, barring a new influx of immi- 
grants on any major scale, is to integrate the refugees who have now 
been taken off the relief rolls and out of the tent cities, into the economy 
and generally to develop the economy. 

Israel, despite the fact that there is considerable room for improve- 
ment in their agriculture, is never, probably, going to become self- 
sufficient in agriculture. They will have to import food and other 
agricultural products, although we hope not at the present level of 
$80 million, or more, a year. 

Mr. Apar. Is that just because of a lack of tillable land and not 
through any deficiency in their farming methods? 

Mr. Pavt. Yes, sir; it is. 

Mr. Garprner. I think it is the fact that they have not yet made 
use of the tillable land for a variety of reasons, one of which is, the 
immigrants from Europe coming onto the land cannot be made effec- 
tive producers, quickly. The total population in the farming sector 
is only about 13 percent of the total, which is about the same figure as 
in the United States, but in that economy, it is not a satisfactory figure. 
It is giving the Israeli Government some concern. 

The pre-Israel figure was more like 70 percent, and the Arabs, by 
and large, were the farmers and the Jewish folk, by and large, the 
urban population. It is a very difficult problem for the Israeli Gov- 
ernment to move people out of big cities onto the farms. They are 
more exposed to Arab infiltration, if you like. Tel Aviv, Jerusalem, 
and Haifa are comparatively safe. They represent very substantial 
labor centers. Over 50 percent of the population of Israel lives in 
those 3 cities. 

Mr. Aparr. If a sufficient number of people would go onto the land, 
as farmers, would it be self-supporting from the standpoint of produe- 
tion of foodstuffs? 

Mr. Pavut. That was my point. I don’t think they ever will be. 

Mr. Garpiner. Including Transjordan, they were self-supporting 
in 1946. There were 700, 000 or 800,000 less people then existing 
in that area. You will find large areas in Israel that are growing 
weeds because they haven’t got people out to farm them. You will 
find that the orange groves, many of them owned by Arabs, have been 
abandoned, and one of the problems of the Government of Israel is to 
replant those orange groves, which is a long-term proposition. I think 
it takes 4 or 5 years before you get yroduction. 

Mr. Proury. What efforts are idle taken in Israel to correct this 
situation ? 

Mr. Garptner. They are doing what they can, including steps of an 
economic nature, to try to make it attractive to people to leave the big 
towns and move out to the hinterlands. 

The fact that the citrus crops are profitable crops is an element to 
bring people out of town and back into agriculture. ‘They have an 
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excellent market in Europe. It is the finest citrus land in the Eastern 
Hemisphere and rivals even California. 

Mr. Provry. Do you have any figures on unemployment in the in- 
dustrial population ¢ 

Mr. Garprner. The figures given us are about 20,000 or 25,000. 

Mr. Pau. Another answer to your question, Mr. Prouty, is that they 
are spending a considerable amount of their funds in developing the 
agricultural sector of the economy and through our own program- 
at least in the technical field to date—we have attempted to persuade 
them, first of all, that they have a lot of very valuable rangeland that 
can be used, and also teaching them how to use it. 

They had, again, due to their lack of background in the agricultural 
field, a vast acreage of rangeland going completely to waste. What 
cattle they had in the country they were using for dairy purposes. 

In this, and also in the very large scale irrigation program planned, 
and in fact, already in operation, I do think they are making quite 
unusually heavy efforts to develop the agricultural economy of the 
country. 

Mrs. Boiron. It seems to me as I remember our very early meetings, 
here, on the subject of Israel, they presented to us a pyramid standing 
on its point, and at the top it was quite wide, and here was the agri- 
culture group and down at the bottom were the bankers and indus- 
trialists. That is what they planned for all those who came into 
Israel, and they told us with grim determination that they were going 
to carry it through and there was not to be the overbalance of the city 
fellow. 

Apparently, that has failed entirely, hasn’t it, because they have so 
few whe are going out on the land ¢ 

Mr. Pauw. Well, they certainly haven’t succeeded in constructing 
that pyramid, but the statistics on the degree to which they have 
increased their agricultural yields are really quite impressive. 

Mrs. Bortron. The fact that this land is lying fallow, is one of the 
very troublesome problems because those were Arab fields and the 
Arab is a lover of the soil and naturally when he sees his own land 
just across a little imaginary line, he feels pretty bitterly about it 
Guceens he knows how long it takes to bring it back. I feel this to be 
one of the emotional problems of the area. 

Thank you, Mr. Chairman. 

Mr. Garptner. I would like to observe that the rural Jewish popu- 
lation which has been established for some 20 or 30 years has been 
farming very effectively, but these figures which I extract from a 
document entitled “Data and Plans” submitted to the Jerusalem Con- 
ference—it is an Israeli Government publication—indicates the fol- 
lowing situation: In 1948, the urban population of Jewish people 
was 576,000 and the rural was 110. Now, at that time the rural 
activity in Palestine had been conducted largely by Arab farmers. 
On the 31st of December 1952, a little more than a year ago, the Jewish 
urban population had risen to 1,113,000, and the rural population, 
to 330,000, with the Arab rural population being about 170,000, in 
Israel. 

Mr. Prouty. Is it the objective of the Government, do you think, 
primarily, to establish an industrial economy, or are they going to 
concentrate on an agricultural economy ¢ 
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Mr. Pavt. I think their plans are fairly well developed for a bal- 
anced economy. I don’t think they have any illusions about their 
country as an industrial nation. They have to depend on trade. They 
have to export to live. They are trying to develop their mineral re- 
sources. They have potash and phosphate deposits. They are hoping 
to find some oil and there is some indication that some of it may 
be available, but that is very much in the air at the moment, and 
their extractive industries might present them with an important 
source of revenue. 

We feel that if they can develop the types of industries as I indi- 
cated the other day in response to your question, that will use their 
locally available raw materials, such as the cement industry, they can 
improve themselves in that regard. 

(Discussion off the record.) 

Mr. Garptner. They have brought in a population which was 
largely urban in its origin. 

Mr. Provry. What I am concerned about is this: You said in re- 
sponse to a question I asked a few minutes ago that the Government 

was trying to make it more attractive for people to earn a living off 
the land. 

Now, specifically what are they doing to attract, or force large seg- 
ments of the population to do that? 

Mr. Garptner. There are their attempts to increase the irrigable 
area from the various sources of water, which are considerable w ‘ithin 
Israel and may be supplemented from the Jordan River. Large 
Government investment is going into irrigation schemes. Now they 
would hope, I think, that the economic inducement to far ming—having 
farming more prosperous and more rewarding than the urban activ- 
ities—would lead people on to the land. They are up against the 
difficulties which I described, as the cities are safe and the countryside 
is less safe. 

Mr. Prouty. Have we any estimates—I assume there is no accurate 
figure—as to the amount of money Israel is spending for military 
purposes. 

Mr. Garprner. I think we can develop that in just a minute, sir. 

Mr. Paut. I thought we put something in the record on that the 
other day, or indicated that we would. That is my recollection. 

Mr. Garpiner. I am afraid I will have to try to supply that for the 
record, Mr. Prouty. 

I now have the figures: The total Israel expenditures for the fiscal 
yeur ending March 31, 1952, amounted to $116 million, of which $35 
million is ascribed to defense and police. 

Mrs. Botton. $35 million ? 

Mr. Garprner. Yes, Mrs. Bolton. 

Mrs. Botton. And yesterday, they apparently celebrated their free- 
dom, today, with a large military Kes I wonder if we know the 
actual military strength of Israel. So much is made of it by one group 
and then it is denied even by our own people. Several years ago when 
General Bradley was testifying, he said they did not take the forces of 
Israel into account in planning for the strength of the Near East. 

Mr. Garviner. Off the record. 

(Discussion off the record.) 
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Mr. Provuty. Part of the military-training program involves work- 
ing the land along the frontiers; does it not? 

Mr. Garpiner. Yes. 

Mr. Pauw. As I say, our estimate on the need for Israel next year 
[security deletion] is based on a rather more optimistic assumption 
about their needs than the Israel Government has furnished to us. 
We must state, I think, for the record, there are a number of un- 
predictables in the situation. They are experiencing a very favorable 
export situation as far as their citrus crops are concerned. The extent 
to which this will continue, and the extent to which they can depend 
upon a continuation of this market, can’t be guaranteed in the future, 
because their export market has not yet developed any pattern. The 
sources from which exports have been made this year have been 
different from those of another year and the pattern changes from year 
to year, and the Israel Government officials have indicated to us re- 
peatedly that they don’t see any margin of safety in their presently 
improved export situation. 

They have estimated a considerably larger gap than we would 
be able to finance through the funds we are requesting for this 
year. Their situation, as far as we can see at the moment, is a 
favorable one, and with a continuation of German reparations and 
with the continued buildup of their exports and with the fact that 
they have at least momentarily solved their debt-refunding posi- 
tion, will enable them to pour more of their resources into develop- 
ment, we regard those as favorable signs and we hope we can keep 
reducing the level of aid to Israel. 

(Discussion off the record.) 

Mr. Smirn. Where are their export markets? 

Mr. Pau. They are exporting citrus into Europe. A large part 
of their increase was due to the fact that the Spanish citrus crops 
were killed last year due to frosts. They maintain that they hope 
to keep that market up. Whether they will be able to do so, we 
don’t know. 

They also export to Turkey and to Finland. Most of that is on 
a barter basis. 

I think we should add, there is also agreement with Russia, but 
I can’t give the details on it. 

Mr. Garprner. They exported considerable citrus to Russia this 
last winter, in exchange for petroleum. 

Mr. Smiru. Did Russia come in and get the items? 

Mr. Garprner. On what ships it was moved, I am not familiar. 

Mr. Smirn. They have no export market, of course, in the Arab 
world, as such. 

Mr. Garprner. No, sir. 

Mr. Smirn. Not even to Egypt? 

Mr. Garprner. Only a minimal clandestine trade. 

(Discussion off the record.) 

Mr. Prouty. When does the Israeli fiscal year end ? 

Mr. Garprner. I think it ends on March 30, and starts on April 1. 

Mr. Prouty. What is the overall deficit in the balance of trade? 

Mr. Paut. On page 261, there are some figures on this, Mr Prouty. 

Mr. Garpriner. The concluding two paragraphs state the estimate, 
on page 261. 

Mr. Provry. Thank you very much. 
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Chairman Curprrrreip. Mr. Bentley. 

Mr. Benttey. I would like to know something about population 
trends in the past few years. They have a high density of 205 per 
square mile. Is the population increasing noticeably and has it 
over the past few years? 

Mr. Garpiner. It has, sir; and with respect to the immigration 
that occurred from 1949 through 1952, but that was at the expense 
of an exodus of Arabs, and I think when we take the net of what 
is now Israel, you will find that about 700,000 or 800,000 Jewish 
people had come in and about 800,000 or 850,000 Arabs had gone 
out. The immigration figures are now at a standstill. The emi- 
gration slightly exceeds immigration. The birth rate is quite high. 

Mr. Bentiey. Does the Government consider the country over 
populated? Let’s put it on that basis. 

Mr. Garprner. The Government would agree that the population 
is not self-supporting, but the Government is also dedicated to the 
proposition that it is home for Jewish people. 

Mr. Bentiey. You have a problem there of perhaps too many 
people for the available resources and available land. Whether it is 
a question of high birth rate or immigration, is the Government taking 
uny steps to correct the situation ? 

Mr. Garpiner. The Government is dedicated to the proposition that 
Israel is a home for oppressed Jewish people everywhere. Mr. 
Byroade addressed himself to that in a speech recently, which has been 
made available to the committee. I think it was asked that it be 
inserted in the record. You may have seen recent newspapers and 
other comments voicing a rather sharp reaction in Israel to his speech. 
That, of course, is at the root of many of our difficulties in the Near 
East, because the Arabs fear further expansion of Israel—they fear 
that if more people come in, the state will, perforce, burst its bounds. 

The Israelis talk hopefully and optimistically of developing a 
southern area country of Negev, but the more conservative among us 
and them are sceptical about using that land to any great advantage. 

Mr. Bentiey. I was interested in the problems created in Israel by 
this overpopulation, which seems to be continuing and possibly in- 
creasing. What problems were being necessitated or justified in the 
continuation of our assistance programs / 

Mr. Pavut. The displacement of the Arab farmer was a major prob- 
lem, certainly, that had to be dealt with. The agricultural produc- 
tivity of the land fell off very sharply when the Arabs left the country. 

Mr. Bentiey. I am talking about population increases. 

Mr. Garpiner. We feel, Mr. Bentley, that the United States had a 
larger measure of responsibility in establishing Israel in the first 
place, and we are committed to the maintenance of the State of Israel 
and giving those people who have been persecuted for so many years, 
by others, a chance to reestablish themselves. 

We are also committed to the proposition 

Chairman Cuutrerrietp. I wish you wouldn’t use that word 
“committed.” 

Mr. Garpiner. Well, in 1950 a statement was made by the United 
States, French, and British Governments, which has since been re- 
affirmed by the Secretary of State and the President to the effect that 
we would take measures within and without the United Nations to 
45700—54——-39 
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prevent changes in the current boundaries except changes that came 
about through negotiations. 

So, if I may use the word, I will say we are committed to maintain- 
ing Israel but not necessarily permitting it to expand. 

Now, whether Israel can increase its population without expandin«~ 
its boundaries is a problem. 

Mr. Bentiey. You say the population is increasing ? 

Mr. Garpiner. I said the emigration is exceeding immigration, but 
there is a natural increase through a rather high birth rate. 

I don’t think since 1952, the population of Israel has expanded to 
any considerable degree. 

Mr. Bzentiry. Do you have the figures on that ? 

Mr. Garpiner. As for immigration, the totals were 174,000 in cal- 
endar year 1951, 23,000 in 1952, and 10,000 in 1953, but at the same time 
in 1953, there was emigration which exceeded the immigration. 

Mr. Benttey. You don’t have any overall population figures to see 
if the population has increased, at all, during the past 3 or 4 years, the 
overall population? 

Mr. Garptner. The overall Jewish population has increased since 
1948 by 725,000 people. 

Mr. Bentiey. But, that was offset by Arabs leaving. I am talking 
about the population increase. 

Mr. GarprNer. It is difficult to tell what the population of Arabs 
and Israelis were within the confines of Israel, because they didn’t 
take a census that way. As far as we can see, the influx just about bal- 
anced the exodus. 

Mr. Bentiey. I think you see what I am driving at. You said a 
minute ago that we pledged ourselves to keep these boundaries sta- 
bilized, these political boundaries. 

Mr. Garprner. Unless they are changed by negotiation. 

Mr. Bentiey. Now, I am trying to find out if, within these bound- 
aries, what I consider to be a dense population of the country, is in- 
creasing and whether it will create greater pressure on the boundaries. 

Mr. Riesotees I would say it was increasing, but slightly, if at all. 
I would say the emigration balanced the increase in birth over there. 

Mr. Bentiey. If you have figures on that, I would like to have them. 

Mr. Garprver. There is a study made by the Bureau of the Census 
which I would be glad to supply. It is rather voluminous. 

Mr. Pavut. We can give you the population by years since the crea- 
tion of the State of Israel, I am sure, up to the present year. 

(The information referred to is as follows :) 


Population of Israel (end of year) 
Immigration Immigration 
Total during year Total during year 
867, 000 102, 000 | 19: 1, 577, 000 174, 000 
240, 000 5s 1, 629, 000 23, 000 
170, 600} 1068... 22. 1, 669, 000 10, 000 
Source : Statistical Bulletin of Israel for March 1954. 


Mr. Bentiey. One more question, if I may: In planning these pro- 
grams, I presume that you are assuming a continuation of the status 
quo insofar as the political session is concerned ¢ 

Mr. Pauw. Well, certainly, sir, if there by any chance happens to be 
a political settlement which would permit the reestablishment of nor- 
mal, natural markets between the Arab States and Israel, it would 
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change the entire picture. We would have to reevaluate the whole 
thing. A short answer is “Yes.” 

Mrs, Cuurcu. I wondered to what you attribute the protracted life 
expectancy, which isso high, here. 

Mr. Pauw. I would suppose a part at least of that answer, Mrs. 
Church, is the fact that the orientation of a large portion of the Israel 
population is European. The great number of the people who came in 
there were of European origin and they have just inherent in their 
background more of a knowledge of sanitation and general health and 
preservation of health than their neighbors. I think in many ways 
Israel is comparable to European standards in that regard. 

Mrs. Cuurcu. My second question, Mr. Chairman, deals with the 
psychological condition within the country. 

Do you think in any sense the Israeli feel that we care about or dis- 
approve of their attitude toward the Arabs, or are acting in a vacuum, 
so to speak ¢ 

Mr. Garprner. As in any country, there are many divergent groups 
in Israel. I think there are many of them who do care. I think there 
are many others whose psychology may be conditioned by the fact that 
their parents may have been killed in Russia, or in Germany, who 
are determined to have a Jewish country for Jewish people, where they 
will be safe. They are dedicated to that proposition and that is No. 1. 
They are very delighted to have assistance from the United States, 
but they wish to run their affairs on their best interests, as they see 
them. We would urge them and have urged them to abandon the pol- 
icy of retaliatory raids. Groups in Israel get out of hand, on the other 
hand. ‘There may be military groups, or there may be merely villagers 
who are irate because of an incident which occurred from the other 
side. But, as you know, Mrs. Church, it has led to very serious consid- 
erations by the Security Council of the United Nations. The feeling 
in Israel when you get there is really one of claustrophobia. It is an 
astonishingly different thing from the Arab world where things are 
comparatively free, and Israel, as soon as you cross the line, you feel 
shut in. These people haven’t been talked to by their neighbors for 6 
years. There is a feeling of desperation which emerges from that 
attitude. One of the tragic things is that as time goes on, the Jewish 
people and the Jewish leaders lose more and more contact with the 
Arabs. They are astonished to hear of the things going on in the Arab 
world. It is very tragic from that point of view. As individuals, 
many of them got along beautifully in the old days. 

( Discussion off the record.) 

Mr. Proury. Have we any figures indicating whether or not there 
are any unexpended or unobligated funds for Israel ? 

Mr. Paun. Yes, sir; we do have those figures, and the answer is that 
as of April 20 of this year, we had an unobligated balance of funds 
for Israel of $18.5 million out of the development assistance funds of 
$52.5 million. 

However that fund, the reason for the unobligation of that fund is 
that we had not as yet committed funds under our last allotment which 
brought their allotment up to $52.5 million. Inasmuch as we obligate 
funds for Israel on the basis of commodities, principally, through the 
issue of procurement authorization, I think it is safe to say that by 
June 30, we will have no unobligated balances in Israel. 

Mr. Proury. Those relate to development-assistance funds? 
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Mr. Pavt. Yes, sir. 

Now, on the technical cooperation side, as of now we have an unobli- 
gated balance ‘e of less than $1 million, and as of June 30, our present 
estimate is that those funds will be obligated in the form of project 
agreements. 

Mrs. Borron. Would those be in agriculture? 

Mr. Pavt. Well, the largest part of that is a contract with the State 
University of New York, which is just in the process of negotiation, 
principally for work in agriculture, but expanding into the health and 
educational fields. That in itself is $600,000. 

There is a technician and trainee estimate, here, of another $300,000, 
which would be obligated before the year is over, and I can’t account 
specifically for the $100 thousand remaining, but it is for smaller 
items. We can get the details for you, if you wish. 

As of the end of this fiscal year, we are not projecting any unobli- 
gated balances either in technical assistance or development-assistance 
fields. I am sure that of the two, our estimate on development assist- 
ance is a pretty good one. It is a much better one, I should say, than 
the others. 

Mrs. Cuurcu. Mr. Chairman, may I address Mrs. Bolton? 

Chairman CHIPERFIELD. Yes. 

Mrs. Cuurcu. Mrs. Bolton, I wondered if you wouldn’t prefer to 
put the question directly to the gentlemen talking this morning as to 
whether they think there are expansionist desires on the part of 
Israel ? 

Mrs. Bouron. Yes; I would be very glad to. 

Mr. Garprner. I am sure there are some expansionist-minded people 
in Israel. 

Mrs. Bouron. How about the revisionist group? 

Mr. GarprNer. Well, that is the last 5 percent. Yes; they have 
Israel moved all the way to Baghdad. That is the limit in their opin- 
ion. And the financial people, who are responsible for these devel- 
opment programs and for the budget, are thinking in terms of a 
population in 1958 or 1959 of only 2 “million altogether, which would 
be an increase of about 250,000 from the present figure. 

On the other hand, I repeat that many Israelis feel committed to 
receive any Jewish person who wants to come to Israel, and what 
they foresee is that if it were possible to have Jewish people immi- 
grate from Morocco to Israel, or immigrate from any other source 
to Israel, they have an obligation to take those people in. And 
they tell me that every single person on the streets of Tel Aviv would 
support the Government fully on any such policy until a year later 
when the supplies began to run short because of this influx of popu- 
lation. Those same people would begin to raise the dickens with the 
Government for overpopulating the country. 

Mrs. Cuurcn. Does the concept of territorial expansion go hand 
in hand with that? 

Mr. Garprner. Not directly. I think Mr. Byroade’s speech of 
last Saturday, which is available to you, Mrs. Church. addresses itself 
very clearly and very directly to that proposition. He did not sug- 
gest that the immigration policy be changed. He suggested that 
Israel, if it wished stability in the Near East, should address itself 
to some other solution to allay the Arab fears of expansion. 

Mrs. Bouron. Which are very real. 
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Mr. Garpiner. Which are very real. 

Mrs. CuurcH. Do you think the Arabs have due cause for that 
alarm ¢ 

Mr. Garoviner. I think that if you listen to certain influential 
Israeli leaders you have every cause for alarm. When they talk about 
ithe possible increase in the population to 4 million people, particu- 
larly. 

Mr. Bentiey. As of what date? 

Mr. Garprner. As of the next 2 or 3 years. They are not concerned 
with the capacity of the country so much as previding a refuge and 
asylum. It really doesn’t add up either in terms of economy or of 
the long-range interests of the free world in the Near East. I am 
sorry that Mr. Javits is not here in view of his interest. 

We have had very frank exchanges in this room on this subject. 
Two years ago, I recall, when we were discussing this matter, I made 
the statement that if Jewish people could leave countries in which 
they are oppressed or might be oppressed, it is up to the world to 
take care of those people, rather than Israel. 

Now, Mr. Javits says what can I do? I did my best to get the 
immigration laws in this country changed so that they could bring 
people in from Europe after the war and I was unsuccessful. 

Where can these people turn? This is a problem that calls for the 
highest in statesmanship. 

Mrs. Botton. I have been told that there was a moment when 
such a plan was absolutely in the making and it was stopped by the 
Zionists in order to create the situation in Palestine. 

Mr. Garprner. In 1905 the British Goverment offered the Zionists 
at a council meeting in Switzerland, territory in Kenya in Africa. 
That was turned down by a very close vote of the Zionists them- 
selves. That seemed to be an open, available space, where Europeans 
could make a living, but no, they went to Palestine. And in Palestine, 
of course, you have this great religious urge which is one of the 
factors in the creation of this religious-nation state. 

Mrs. Cuurcu. What was that date, Mr. Gardiner? 

Mr. Garprner. I think it is 1905. And it is recorded, Mrs. Church, 
fully in the autobiography of Dr. Weizmann, which is a “must” book 
if you wish to get near the roots of this problem. Trial and Error is 
the name of the book. 

Mr. Apatr. I would like to address a question, again, to Mr. Paul 
to get these figures in our mind. I think at the beginning of your re- 
marks you gave us the total of the programs. Would you repeat that, 
please, for Tsrael ? 

Mr. Pauw. Yes, sir. On a combination of relief, resettlement, and 
economic development aid—in other words, the grant-aid program. 
In fiscal year 1952, $63.5 million. In fiscal year 1953, $70.2 million. 
In fiscal year 1954, $52.5 million. 

In order to get the complete picture, which I may not have put in 
the record, the technical cooperation program was started in fiscal 
year 1952, at en 

In fiseal year 1953, $2.4 million, and this year $1.5 million and a 
projection of that program into next year of $1.4 million. 

Mr. Apar. By this year, you mean fiscal 1954 ? 

Mr. Pauw. Yes. 

Mr. Aparr. And what for 1955? 
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Mr. Pavt. $1.4 million. A slight decrease. 

Mr. Garprner. To complete that record, sir, I think it is fair to 
add that in 1950 there was an Export-Import Bank loan of $100 mil- 
lion. In 1951 an Export-Import Bank loan of $35 million, so that the 
total loans and credits from 1950 to date amount to $135 million and 
the total of all assistance including surplus agricultural commodi- 
ties, exchange of persons, and the programs to which Mr. Paul is 
testifying, amount according to our computation, to $214 million to 
be added to the $135 million. 

Mr. Apair. That is the total of all programs? 

Mr. Garprner. It is the total of all governmental programs. 

In addition to that, there was substantial contribution from the 
community. That may be an average of $50 million a year, by way 
of contributions, and those contributions, of course, are deductible for 
purposes of income tax; and there is a relationship between that and 
our own Government revenue. I don’t know precisely what the 
relationship is. 

There is about $120 million in bonds of the Israeli Government 
under the first bond issue launched 2 years ago. 

Mr. Apatr. Those were long-term bonds? 

Mr. Garprner. They were long-term private bonds. 

Mr. Aparr. This [security deletion] is the total proposed for 1955 
in the field of development assistance, is that correct ? 

(Discussion off the record.) 

Mr. Apatr. That is for fiscal year 1955? 

Mr. Pauw. Yes. 

Mr. Aparr. The total of all programs? 

Mr. Pav. Yes, sir. 

Mr. Apatr. And I understood General Stewart to say there is no 
military program. 

General Stewarr. We have no grant-aid program. Israel is eli- 
gible to purchase military equipment. 

(Discussion off the record.) 

Mr. Bentriey. Will the gentleman yield? You have not negotiated 
agreements with Syria, have you? 

Mr. Pav. No, sir; we have not. The best judgment we have from 
our Ambassador is that there will be no possibility of agreement on 
any maior subject until they have a firm government in the country. 

Mrs. Botton. Then why are we proceeding? 

Mr. Pact. Mr. Gardiner may want to talk to that political problem. 

Mr. Surrx. Did you get an answer to your request, Mr. Bentley? 

Mr. Bent ey. Question was answered; yes. However, I raise the 
same question Mrs. Bolton does, as to why we have the money in there 
if we are not going to get an agreement ? 

Mr. Suirn. Well, the only point I wanted to make—and I think 
we ought to nail it down here—is the fact that it seems highly dispro- 
portionate, insofar as Israel is concerned and the other countries are 
concerned, and it is one of the arguments we hear on the floor when 
this bill reaches the floor. 

Mr. Garprner. I agree that the figures are highly disproportionate. 
They will be corrected but only in minor measure if you add to your 
figures for assistance to the Arabs those funds which we hone to be 
able to vote through the Arab refugee program. That would bring 
up the Arab balance to some degree but not in proportion to population. 
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Mrs. Cuurcu. Have we had a similar contingent amount set aside in 
previous years for Syria which has not been used ? 

Mr. Pauu. Yes: we have. 

Mrs. Cuurcu. How many years? 

Mr. Paut. Last year was the first year. 


Mrs. Cnurcn. Thank you. 

Mrs. Bouron. Mr. Gardiner, this might be the moment to present 
to the committee a short statement on the value of having fluidity of 
funds, in case we can go further than we anticipate being able to do 
at this particular moment, say, in Syria. It is of such great, great 
value to us if we do come to a point where the government is stable 
enough to have an agreement. 

Mr. Garpiner. Thank you, Mrs. Bolton. 

We made the case last year, I think, somewhat as follows: Our 
largest problem in the Arab world—the most difficult problem—is the 
problem of resettling the Palestine refugee in the Arab States. 

It is obviously difficult, if not impossible to provide development 
projects in the Arab States devoted solely to the Arab refugee. He is 
not going to be a welcome immigrant if he receives better facilities, 
more modern facilities, than the indigenous populations of these 
countries, 

The countries themselves, such as Syria, Jordan, and Iraq, are pri- 
marily devoted to bettering'the standard of their own people. We 
hoped last year that the climate could be improved for refugee settle- 
ment by making substantial funds available from the speci: al economic 
aid which Congress voted for the areas last year. That has not come 
to pass. It has not come to pass for one reason, because it was neces- 
sary to the emergency in Iran to devote very substantial funds to 
Iran. I think that was a correct decision. 

The second reason it did not come to pass is that there have been 
delays, both technical and political, in the development of projects 
which we described and illustrated last year to this committee and 
to the other committees of Congress. 

One program where we hoped to render assistance is the program 
for the development of the Litani River in Lebanon, We had hoped 
that the report of the American engineers who had been surveying 
that river would be available in the winter of 1953-54. Actually, the 
report has not yet been completed, though it is now promised for 
June, next month—June 1954. 

In Syria we were in negotiations jointly with the international bank 
for three workable projects in that country, to which we hoped to 
devote a share of special economic aid fund. One project was the 
development of a Syrian port at Latakia. The second project was the 
improvement of the Syrian road network to the northern areas in 
Syria, and the third project was the development of a part of the 
Orontes River, where the Orontes River flows through an area known 
as the Ghab Swamp. All three projects interested the international 
bank. 

If the Syrians, with their own resources, supplementing the bank’s 
resources, carry out those projects on their own, the time required to 
complete them would be very much longer than the time necessary if 
additional finances could be found through the United States. We 
were talking very seriously to the Syrians about those projects in 
January and February. At the end of February 1954, the Syrian 
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Government of General Shishakli came to an end and was replaced 
by a caretaker government. 

The Syrians now tell us the caretaker government is not prepared 
to discuss these questions with us. They expect to have an election 
in the early summer and following the election they would like, again, 
they think, to renew these conversations with us. In the meantime 
the Syrians had, 18 months ago, come to a general agreement with 
the U. N. regarding the settlement of the 80,000 Arab refugees in 
Syria, and slow and painful steps are being taken with that problem 
even today, in Syria. 

In Jordan the problem of development is intimately tied up with 
the Jordan River itself. The problem was described in general terms 
a year ago to this committee. We can report substantial progress in 
very difficult situation of the allocation of the waters of an inter- 
national river. If it is the pleasure of the committee, I would like to 
put my map on the mantlepiece and go into that now, if this is timely 
and if it would interest you. 

Mr. Provry. While you are getting your map out, could I ask a 
quick question of Mr. Paul? 

What happened to these funds which were allocated for Syria in the 
current fiscal year ? 

Mr. Pauw. They have not been expended for Syria. No agreement 
has been entered into with the country. It is hard to trace them dollar 
for dollar, but the overall fund for the area, the largest amount of 
that was for Iran. 

Mr. Provuty. In other words, those funds were transferred to some 
other country in the area ¢ 

Mr. Pauw. Of the $51 million which we have thus far granted to 
Tran under the emergency program, $31 million has come out of this 
fund. The other $20 million came by transfer from military funds 
for Europe. 

Mr. Prouty. And if it is impossible to spend any of this $10 million 
that you have set up this year in this area, that money will still be 

available for some other area? 

Mr. Pauw. No, sir; it will not for the reason that the total fund for 
the Near East will probably have been allocated by the end of this 
fiscal year for other needs, including the Iranian program. 

Mrs. Cuurcn. I did not quite understand that answer. 

Mr. Pavt. I think I car illustrate it better by giving you the status 
of the overall funds which you voted for us last year for this area. 
I think it is the only way it can be presented because you cannot pick 
Syria out, as against other countries. As of this date, the funds are 
as follows: As I indicated, $42.5 million has been given so far to Iran 
out of the fund voted for the Near East; Israel, $52.5 million. 

We have authorized our Ambassador in Amman to negotiate with 
the Jordanian Government on [security deletion] assistance 
this fiseal year. We do not know at this stage whether or not any 
or all or what part of those funds will be obligated because they 
are now just in the process of negotiating for the bilateral agreement 
which they must sign before any aid is ‘furnished. 

We had made a similar authorization to our Ambassador in Lebanon 
[security deletion]. We have authorized $3.35 million for 
Saudi Arabia. In that case the funds have not as yet been obligated. 
The Council of Ministers of Saudi Arabia is now considering the 
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overall bilateral agreeement for those funds so we cannot guarantee 
the committee that | they will or will not be obligated. 

( Discussion off the record. ) 

Mr. Paut. For assistance to the DOT’s in Africa, we expect to 
obligate $11.8 million by June 30; $10.3 million of that has been in 
the form of section 550 transfers of surplus agricultural commodities 
to France, Great Britain, and Italy. 

( Diseussion off the record. ) 

Mr. Pau. As I indicated to the committee yesterday, there is a 
possibility of additional emergency assistance for Iran during this 
year, [security deletion ]. Now, I have not added up all those num- 
bers, but I will do so. 

(The information referred to is as follows :) 

The State Department later advised that there were submitted to the com- 
mittee in a confidential document illustrative programs ranging from $145.9 mil- 
lion to $181 million for fiscal year 1954, for the entire near eastern area, exclud- 
ing the African DOT’s. Against this request the Congress appropriated $135 
million. The Syrian share of the illustrative program ranged from $18 million 
to $26 million. 

Mr. Proury. May I pursue that question a bit further. In fiscal 
year 1954 we authorized certain funds for Syria? 

Mr. Pauw. Yes, sir. 

Mr. Bentiey. Can you tell me how much that was? 

Mr. Pavt. I will have to add it up. 

Mr. Bentiey. Just for Syria. 

Mr. Prouty. In the 1954 appropriation or authorization. 

Mr. Garptner. I think the illustrative programs were $10 million 
in 1954. 

Mr. Prouty. None of that money has been spent in Syria, but it has 
been spent somewhere else. 

Mr. Pavt. It isa possibility that it will be; yes, sir. 

Mr. Proury. We are asked to authorize [security deletion] this year 


in Syria. 

Mr. Pauw. Yes, sir. 

Mr. Provury. Last year when we granted that authorization I, for 
one at least, assumed it would be spent in Syria. 

Mrs. Borron. Will the gentleman yield? May I ask for a clarifi- 
cation? Isn’t that exactly why we have tried to treat this regionally, 
in order to have money? If Shishakli had stayed in government and 
they had come through, we would have spent that in Syria. How- 
ever, the local region is involved in this program, as I understand it, 
Mr. Prouty. 

Mr. Provry. It was my understanding that the primary reason 
for authorizing and appropriating funds on a regional basis was to 
prevent the nations in an area from knowing what their neighbors 
were receiving it. If, after thorough analysis, the committee authorizes 
funds for a given country, I think such funds should be restricted 
to use in that country and for the purposes intended. Otherwise, 
neither the committee nor the Congress can exercise any significant 
control over such expenditures. 

Mr. Pauw. I would like to make two points, Mr. Prouty. The as- 
sistance figures for every state in the Near East, Israel and Arab, was 
given to this committeee on a basis of ranges of assistance. I can 
get for you the precise data we gave the committee for the record on 
that subject. We did not ask for the funds on a country-by-country 









614 


basis. We asked for them on a more or less comparable basis to the 
way funds had been requested in the past in other areas. For in- 
stance, for the Marshall plan in Europe we asked for a regional fund 
and with that fund we specifically asked this committee and the Con- 
gress for flexibility in administration, and I believe you will find, sir, 
that we pointed out at the time that we could not guarantee that this 
would be the distribution of funds, and that was one of the reasons 
why we indicated the figures and ranges. It was just exactly this 
flexibility which permitted us to do what we could to maintain as a 
necessary and worthwhile project in Iran, and to do these other things 
that I have tried to describe to you very briefly. 

In other words, I do not believe the executive branch asked of you 
$10 million or any other specific sum for Syria. What we asked the 
Congress for and what was granted to us was a Near East regional 
fund for the entire area, including the Arab states, Israel, and Africa. 

Mr. Garprner. To supplement Mr. Paul’s remarks, if I may, sir, 
we did have an emergency in Iran. It was necessary to divert funds 
to Iran. The decision to divert them was made at the highest level, 
by the President, and was reported promptly to the chairman of this 
committee and to the chairman of the Foreign Relations Committee 
of the Senate. 

The Iranian situation was fully described yesterday and, under 
the circumstances which we then faced in Iran, I think there was no 
other course of action to take, and I think it wisdom that was proven 
in the event. 

Mr. Smirn. It seems to me if we are going to consider these funds 
on an area basis, then why not save us all this trouble about going 
through countries?’ Why not come in and say, “We need so much 
for the Middle East,” and we trust the department to say, “Each 
country will be broken down accordingly,” but we are just wasting 
weeks of time here, it seems to me, on this kind of an operation. 

Mr. Bentiey. May I ask one more question along that line, Madam 
Chairman? Let us assume that you had an arrangement, a bilateral] 
agreement with Syria last year, and would have been able to initiate 
the $10 million program there. Would that mean that you would 
have had to eliminate $10 million from some other place where it 
might have been needed ? 

Mr. Pau. If that was the marginal $10 million, yes, sir. Now, 
just what place it would have been elimjnated from, it is impossible 
to Say. 

Mr. Bentiey. It might have been taken from one country and put 
on another one? 

Mr. Pavut. Yes, sir. 

Mr. Bentiey. I am inclined to believe it, Mr. Smith, to a certain 
extent. I think the emphasis has been too much on a country program 
and not enough on an area program if that is the way the funds are 
going to be voted. 

Mr. Pavur. We have given our best estimate—if I may just insert 
these remarks. sir; The figures we are giving you are our best estimate 
as to the distribution of that fund. 

Last year, in the case of Israel, we indicated a range of from 55 to 
70 million dollars. We also indicated to the committee that we were 
trying to reduce our aid to Israel as rapidly as we could. We were able 
to do that. We didn’t know, at the time, however, because we couldn’t 
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predict their exact economic situation; we didn’t know that their 
export crops were going up as they did; we didn’t know, at the time, 
that they were going to be able to “successfully carry out this refund- 
ing operation; we did not know the status of the German reparations 
settlement, or just which turn it would take. 

When all those things were available, we were able to cut the figure, 
particularly in view of competing priority demands. In the case of 
the Arab states, as Mr. Gardiner and the other administration wit- 
nesses pointed out last year, there was no guaranty whatsoever that 
we would be able to start in Egypt and Syria, due to the political 
situation there, and we, in fact, were unable to. 

In other countries, such as Lebanon and Jordan, we hope we will 
be, but the value, from our point of view—and we had hoped from the 
committee’s point of view—of giving you country figures for this 
fund, was that it wculd be of value to you to know the present best 
estimate by the executive branch, on how these funds might be obli- 
gated during the coming year. However, we can’t guarantee any 
firmness. 

Mrs. Bouron (presiding). Mrs. Church. 

Mrs. Cuurcn. Mr. Paul, I do not want you to think that any of 
our questions deals specifically with hesitation on our part concerning 
your own program. We have come to the nub of something here 
which I think has bothered us all through. My own feeling goes 
further than has been expressed. 

We go into the House each year to present a program. For in- 
stance, some of us last year went in attempting to cut $1 million here 
and $5 million there. We go in and say to the House, as a whole, “The 
State Department-FOA have planned such and such a program. We 
think they have allotted too much for this particular project. We are 
asking you to cut $5 million from it, or to add $5 million to it, perhaps,” 
and I do not believe that 5 percent of the Members of the House or 
Senate have any concept of this convertibility part of the program. 

It has come to me to be almost a question of the integrity of the 
committee this year. I do not see how we can go in without saying, 
“This is illustrative material.” and without admitting to the House, 
as we say it to ourselves, “You must have confidence in the people 
planning the program, and they have illustrative plans which are 
good, but that is as much as we can tell you.” It is a blank check that 
we are giving you for different regions in good faith, but I think it is 
unfair for us to sell it to the House as a definite program. 

Mr. Pauw. It is the only clear way to present it, Mrs. Church, 
in my opinion. 

Mrs. Crrurcn. Well, I would hate to anticipate the reaction of the 
House if we went in and asked for $3.5 billion based on illustrative 
programs. I think that we are going to have to meet that danger 
before we go in with this bill. 

Mr. Paun. Everywhere that it has been possible to estimate, be- 
cause of a stable political situation or military problem. the amount 
to be needed, we have presented that in country terms. We have pre- 
sented Turkey and Greece on that basis. We have presented India 
and Pakistan together, but have given an indication of the amount 
each individual ‘country will require, and this pattern is followed 
wherever possible to do so. 
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In the Near East, however, we feel with the volatile nature of the 
area and the volatile nature of the problems with which we are faced 
there we simply cannot set down firm country figures and pretend 
that they had any real validity. 

Mrs. Cuvrcn. I am not quarreling with the necessity for present- 
ing it as you do, 3 think that may be true, but I think it may be 
incumbent upon us, too, to inform the House frankly that this is 
the case. 

After all, if this committee can accept the method, the House ought 
to be asked to accept it, too. I think for us to go in and present an 
illustrative figure as though we thought it was actual, is not in line 
with realities. 

General Srewarr. May I speak on this, Madam Chairman? 

Mrs. Bouron. Yes, indeed, General. 

General Stewart. I would like to say with all respect that as far 
as the military side of this is corcerned, the detailed country pro- 
grams prepared in this form are a result of a written request of this 
committee last year. We had a general area presentation with some 
of the country ‘details and we were requested in writing to put this 
in this form. 

Mrs. Cuurcn. And with some strength that request was made, too, 
as I remember it, General. 

General Srewarr. The reason I take the liberty of asking to make 
a statement is that the trend of the conversation is most disturbing 
insofar as it affects my programs. 

I would like to illustrate by showing you what we are up against 
at the present time. We get our money by geographical areas. We 
support our request for it by the best information we have on what 
we intend to do with it in each country. Now, a lot of this equip- 
ment, you know, doesn’t get delivered immediately, and conditions 
change. Equipment that we originally planned and made a contract 
with somebody to produce, and intended at that time to deliver, let 
us say to title I, by the time it comes off many things would happen, 
and we may want to send it to title II. That money is obligated in 
a certain contract with a certain symbol by it, indicating it was an 
appropriation from title I, and it runs into hundreds of thousands 
of entries throughout the entire system. 

We get into an almost impossible administrative procedure unless 
we have some flexibility there. A most recent illustration and one 
we are struggling with right now is the cost of continuing the present 
war in Indochina, as borne by this program. The cost has exceeded 
the funds we have programed for Indochina, and somehow or other 
we’ve got to make a shift in funds, which means that we will have 
to reduce some of the illustrative programs we brought before this 
committee for countries in Europe, and get the President, under his 
authority to transfer, to transfer those funds to title ITT. 

If you could take a program we gave you last year, and when we 
end up and get this balanced out, I am sure that the programs for 
individual countries, as a result of that, would not resemble too 
closely some that we showed you. 

Now, there is being presented to the Congress this year—not in 
this bill, but I believe as a rider to some appropriation bill—some 
language which will permit us to have considerably greater flexibility 
to meet these emergencies. 
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I hope the committee will support it, because I know of no other 
way that the Government can meet such things as Indochina. It 
will certainly make it possible to administer this program with about 
half of the effort. 

As another illustration, the General Accounting Office has ruled 
that if we take an item which was originally put on procurement 
for a country in title I, and if 2 years later we want to deliver that 
item to title II, we must make an equal transfer back from title IT 
to title I. 

If that was one item, it would be very easy, but when it runs into 
100,000 entries, it becomes an administrative impossibility. 

Mrs. Bolton, I merely seize this opportunity to present some of 
the difficulties that this presents. I won’t say it destroys, but it 
certainly impairs the usefulness of this program in carrying out the 
program of the United States. 

Mrs. Cuurcn. General Stewart, would the acceptance of this new 
provision be equivalent to wiping out the titles of the bill and simply 
putting in so much more military assistance ? 

General Srewarr. I have an expert on it here, and I would like 
him to answer that. Mr. O’Hara, of the Comptroller’s Office of the 
Secretary of Defense. 


STATEMENT OF ROBERT E. 0’HARA, BUDGET OFFICER, FOREIGN 
PROGRAMS, OFFICE OF THE SECRETARY OF DEFENSE 


Mr. O'Hara. I must disclaim the expert role, gentlemen, but I de 
have some knowledge of the background of this. ‘Our plan, basically, 
is to provide by two changes in legislation, a means by which a better 


and more complete accounting can be made of money appropriated 
and at the same time maintain the control that this committee has 
exercised and which it wishes to continue to exercise, over the actual 
distribution of military assistance between areas and countries. Now, 
that method of control is designed to put the point of actual use of 
money as close as possible to the delivery of goods, and that is the 
purpose of the provision which was sponsored jointly by the Bureau 
of the Budget, the General Accounting Office, FOA, and Department 
of Defense, and sent in response to their request, to the Senate and 
House Appropriations Committees. 

The other proposal that is actually in the legislation has been 
drafted and sent to this committee, and it is a form of appropriation 
authorization for a single appropriation for all military assistance, 
with an area limitation on the value of deliveries to be made, which 
will control from the actual supply of material the essential distribu- 
tion, in line with this committee’s legislative authority. 

Mrs. Cuurcu. How would that help General Stewart in his 
problem ¢ 

Mr. O'Hara. I would like to speak to the problem that affects Gen- 
eral Stewart’s problem, and then let him mention his own. In the 
first instance, a contracting officer goes out, we'll say, to buy for the 
Army a number of pieces of ammunition or tanks, and in going out 
to buy them, he cites his Army appropriation. 

Now, under MDAP, he would be required to cite 4 different appro- 
priations for military assistance, in these 4 areas. 
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Now, the bills come in, as the progress of work goes along, and that 
bill which comes in must then be determined for distribution among 
the various appropriations which are cited in that contract, and the 
bill, because of the progressive payments that are involved in some 
of these things, and the influence of work in process, can never, at the 
time it is paid, be related to the actual delivery of materials. 

That relation to delivery of material is a post facto adjustment, 
but payment of the bill is generally to a percentage application of 
these charges. As a result, when deliveries are delayed by reason of 
higher priority requirements of our own forces, to the MDAP coun- 
tries, you have an overexpenditure in proportion to delivery of MDAP 
funds, and this provision would eliminate that sort of distortion in 
the MDAP picture, and at other times it would make it possible, under 
this provision, for the man to contract fully against the Army appro- 
priations, with that Army appropriation obligation authority ex- 
panded by apportionment of anticipated reimbursements from the 
appropriations which this committee had authorized and the Con- 
gress had appropriated for military assistance. 

Mrs. Boiron. Mr. Chairman, may I intrude a little different idea 
into this discussion? Mr. Vorys has emphasized several times during 
our hearings that what we are working on is policy, and the actual 
figures are going to eventually go through the Appropriations Com- 
mittee. 

Now, I would just like to suggest this thought—I think we are all 
a little confused in this whole matter of illustrative programs and 
what happens to them, and so on. 

You suggest, “What is the use of all this, if it all gets moved 
around, and so on?” We are here considering only the Near East 
area which, under the definition of the President, and so on, is a 
regional thing, in order to make it possible for us to do the things in 
the way they are best to be done in this area. 

I don’ t see how this committee can know anything about the policy 
which is being promulgated through this program unless we have 
some idea of what the policy is, which shows itself in the difference 
between what is given to one country and what is given to another 
country. I do not think it is foolishness to come here and go through 
this. 

Mrs. Cuurcu. Would the gentlewoman yield? 

Mrs. Bouron. Certainly. 

Mrs. Cuurcu. I would like to say that it was not I who referred 
to the hearings as foolishness, because to me they are highly educa- 
tional. 

I am concerned with General Stewart’s problem. I think it is 
real and immediate. I would be willing, I think, to see the bill 
written in such a way that the problem would be eliminated, because 
the crisis is grave. I am not arguing against General Stewart's 
joint at all. I am arguing for it. I am arguing for a bill which 
| think is sincere to a certain extent, and which we can sell that 
way. 

Mr. Garprner. Could I have the floor for a minute, please? In 
iustice to the administration, and with special reference to your 
question, Mrs. Church, and to Mr. Bentley’s and Mr. Prouty” s, I 
would like to read a sentence from last year’s s hearings on this special 
economic-aid program. It was in the Secretary’s testimony, which 
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was quoted at the time that it fell to my lot to discuss the program 
for $140 million, the disposition of which Mr. Paul has just described. 
Now, the Secretary made the following statement: 


We hope that with the discretion which would be allowed us if this legislation 
is passed in the form proposed, to initiate a program for the entire area which 
would include, among other things, the prospect of a peace between Israel and 
the Arab States, and that that would provide a foundation upon which a more 
dependable defense structure could be erected than under present conditions. 


This is in the open, printed hearings. Further, the testimony, which 
appears to be mine, indicated that: 

It is in the interests of the United States and of all Near Eastern countries to 
consider the needs of the region, not separating individual states for special 
treatment. This is the approach which has been made by the Congress in making 
provisions for assistance in other areas of the world. Opportunities to con- 
ciliate issues in the Near East will be enhanced if our record is clearly directed 
to needs of all concerned in the area. 


And then we went on to talk about the possibilities of Iran’s re- 
quiring assistance, and other countries. Now, if I may go off the 
record, completely—— 

(Discussion off the record.) 

Mr. Put. I think our record is better than might have been as- 
sumed from the questions that were asked. We did ask for discretion. 

Mr. Proury. There is one hundred million-plus dollars, recom- 
mended for India, for example. Some members of the committee 
have expressed a rather high degree of opposition to the authorization 
of such funds for India. But even if such authorization is not ap- 
proved by the committee, we have no reason to know for a certainty 
that funds won’t be available for India, have we ? 

Mr. Pauw. There are limitations on the amounts of funds in the 
legislation before you, as to the ability to transfer within titles, and 
furnish assistance to any given country. 

Mrs. Bouron. May I just ask whether this is what you refer to, Mr. 
Prouty, that regardless of what this committee does, the State Depart- 
ment, in its various ramifications, would feel free to go absolutely 
contrary to the will of Congress; is that it? 

Mr. Provry. I would think that might be possible to a certain 
extent, anyway. 

Mr. Paut. I don’t believe that the State Department, and certainly 
I can speak for FOA, would want to go contrary to the will of Con- 
gress in this regard. 

For example, if an Indian figure or any other country figure is sub- 
stantially cut by the Congress and, if later on in the fiscal year we 
determine that for reasons which we regard as emergency in nature, 
it was necessary to greatly change the amount of funds to be furnished 
to that country or to any country, I should think there would be an 
opportunity, and we would embrace the opportunity to consult with 
this committee before we used our legal prerogatives in the matter. 

Mr. Garprner. These transfers, certainly the major transfers, are 
in the hands of the President, and not the State Department or the 
FOA. The Congress, in its wisdom, did pass a section which, in the 
old legislation, was 513.(b), giving the President authority to trans- 
fer to any country $20 million, regardless of the law, as an emergency 
matter, notifying the committees. 
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Mrs. Boiron. I would now like to hear from the chairman of the 
committee. 

Mr. Vorys. Since 513 (b), the Presidential general fund of $100 
million, has been mentioned. I believe $55 500, 000 was the amount 
that has been transferred and used in that fund this year. Maybe 
you have been over this, this morning. 

Mrs. Bouton. No. 

Mr. Vorys. From European economic to East German food, $15 
million; from European military to Iran, $20 million; European mili- 
tary to Operation Reindeer, the Christmas food packages, $19-million ; 
European military to the escapees, $1.5 million. 

The three transfer authorizations have been used very slightly, but 
here are some of the big changes in programs that I have noted which 
1 mentioned the other day as amounting to over half a billion dollars. 
Here are some of the big changes that are outside the three transfer 
provisions and not included in the discretionary fund: $385 million 
for Indochina; $100 million for the Coal-Steel Community, and $29 
million for India’s railways, stee], and so forth. 

Those were all done by means of transfers within areas, and so 
forth. We have had our staff make quite a study of this and it has 
a bearing on this problem the committee is going into. 

I asked the staff some time ago to make a study on the comparision 
of 1954 illustrative material, with the reported use of the money in 
the fiscal year 1954 report. 

Mrs. Bouron. I am sorry we didn’t all have the privilege of hav- 
ing it. 

Mr. Vorys. Unfortunately, there was a mixup, and I am respon- 
sible for the fact that all of our members haven’t had this study. I 
think it would be well if those who are interested could have it, but 
suffice it to say that, although Mr. Stassen when he was here said that 
there was a rather unusual situation in India, we find a great many 
changes from the illustrative programs presented. I won’t burden 
the committee by going through it in elaborate detail. I suggested 
our staff pick out changes over 10 percent, because this committee 
and the Congress had indicated the ways in which transfers up to 
10 percent should be made which was at least a little indication that 
Congress did not expect program changes exceeding 10 percent. Some 
of the changes are as follows: 100 percent, 400 percent, 500 percent, 
108 percent, 1,470 percent, and 666 percent. 

If the committee wishes, we can either all have copies of this or 
you can see this one. 

Mr. Bentiey. I would like a copy. 

Mr. Provuty. I would like to have a copy. 

Chairman Cutperrretp. We can determine whether we will place 

in the record at this point or what use is to be made of it. 

Mr. Sarrn. That is what you call real convertibility. 


STATEMENT OF JOHN H. OHLY, DEPUTY DIRECTOR FOR PROGRAM 
AND PLANNING, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Onty. Mr. Vorys, I would like to speak to your statement that 
all of the actions which you mentioned have been carried out without 
recourse to the several transfer clauses in our legislation. You men- 
tioned the Coal-Steel Community loan, the $385 million increase in 
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budgetary support for the conduct of the Indochina war, and a number 
of other instances. 

The fact is that the financing of each of these programs, or at least 
of many of them, will require Presidential transfers that will be made 
before the end of the year, in accordance with the provisions of the 
Mutual Security Act. The list which you read isa list of the programs 
that are being undertaken which are different from the programs 
as they were presented to you last year, but their actual effectuation 
will require the invocation of the transfer provisions in the legislation. 

For example, in the case of the $100 million to be loaned to the Coal- 
Steel Community, the plan is: (a) To transfer, under section 101 (b) 
of the Mutual Security Act, $75 million from military assistance funds 
for Europe to defense support funds for Europe, and (6) to use sec- 
tions 513 (b) and 550 to make $25 million available from a variety of 
the economic aid appropriations under our legislation. 

In the case of the increased Indochina program, we will have to 
invoke the transfer authority of section 513 (a) of the legislation to 
move money from the military assistance appropriations for Europe 
to the military assistance appropriations for the Far East. 

I think the whole matter of transfers and illustrative programs is 
a very complicated one, and it might be useful at some stage in the 
committee's deliberations to go into this problem more fully. 

Mr. Vorys. That is a good suggestion, and I didn’t intend by any- 
thing I said to say that there had been any violation of law at all. 
My information is that up to May 1 there had been no transfers made 
under section 101 (b) between military and economic for Europe. As 
you suggest, some may need to be made. 

From 513 (a) in “area military” there has been $1,479,490 from 
European economic to Bolivia, and the anticipated transfers under 
513 (a) are estimated at $263, 100,000, although they haven’t taken 
place yet. The significant thing is not the transfer machinery and 
accounting. The ‘problem is how you can present to the Congress 
a request which would be made, I am sure, in good faith, how you can 
have sufficient flexibility to meet unforeseen emergencies, how can 
Congress have some control over the thing. 

My own guess is that the way to do it in this committee is not 
through a whole series of limitations in dollars and cents, but thr ough 
some policy limitations, and through possibly an increase in the dis- 
cretionary fund, but then possibly cutting down the area of discretion 
otherwise—not in terms of dollars; that is for the Appropriations 
Committee, but in terms of uses to which this money can be put. 

I think, though, realizing that it is 12:30 and since you say we 
may need a special hearing on this, since it involves far more than 
we have been able to cover today, perhaps we should meet on it 
again. The difference between illustrative programs and actual pro 
grams is quite great 

Mr. Smitrn. I think you have put your finger right on the thing 
we are wrestling with, and something should be done about it. 

Mr. Vorys. The whole question this morning shows that it is not a 
matter affecting just this area, but it affects the whole legislation and 
it would be quite helpful to have the committee make its own analysis 
and make that available for the presentation team and then work 
on it later. 

45700—54——40 





Mr. Prourty. I think General Stewart has been very anxious to 
make a statement here for sometime. 

General Srewarr. Mrs. Church asked me a question as to how this 
language that Mr. O'Hara was describing would help me. It would, 
in effect, put a limitation on the value of the equipment delivered to 
any area, which would be the congressional control, but would not 
require a continuation of bookkeeping from the day we sent out and 
got it and went into procurement, up until the day we delivered it. 
In other words, we could buy, let us say, 100 tanks without having to 
follow through in every entry and every book in the Army, exactly 
where that tank finally went and be held down from delivering it to 
a different place. It gives us flexibility in the actual delivery. The 
Congress still retains control over the amount that goes into any area. 

Mrs. Cuurcn. Is that in your mind a hampering control, to you? 

General Stewart. No. I have no objection to that, as long as we 
have the 10-percent ‘transfer between titles. It is the administrative 
side which is really worrying me. This language that Mr. O'Hara 
described would correct that. 

Mrs. Cuurcu. Mr. Chairman, may I ask one short question? When 
the Department goes before the Appropriations Committee, is the ma- 
terial given them illustrative to the same degree as when it is given 
to us? 

General Stewart. It will be exactly the same material you have 
here, except that we hope to bring the date of the data forward 2 
to 3 months, 

Mr. Vorys. There is one other question that was asked the other 
day that I am sure is being worked on. We not only have been given 
what was presented to the . Appropriations Committee, but we are get- 
ting what was presented to the Bureau of the Budget, so that we can 
get a kind of picture of how one of these programs is put together 
for our consideration and then what happens to it afterward. 

Mrs. Cuurcu. And does the Bureau of the Budget also know that 
it is illustrative? 

Mr. Vorys. That is what we are going to find out. 

Mr. Pauw. Yes, they do. 

Mr. Vorys. We are informed that Dien Bien Phu has fallen and 
the press is anxious to have our individual views on that. 

Mr. Gardiner has one thing that he wants to touch on, and then if 
it is the committee’s wish, we will adjourn until Tuesday. I'll be glad 
to take a moment to discuss the contemplated program, but as soon 
as Mr. Gardiner finishes this, we will adjourn. 

Mr. Garptner. Yesterday, Mr. Javits asked certain questions about 
military aid to Iraq and stated he wished to insert in the record a letter 
he had written April 28 to the Secretary of State on this subject. Mr. 
Crawford has communicated with Mr. Javits and Mr. Javits is agree- 
able to have inserted in the record at the same time the reply from the 
Department of State which was dispatched to Mr. Javits yesterday 
afternoon. 

With your permission, sir, I would like to offer that letter for the 
record, together with a letter dated March 8, from Acting Secretary 
Smith, to which reference is made in the reply of the Department 
dated May 6. (See pp. 586-589.) 

Mr. Vorys ioraldieany” Could I correct you in one respect: Mr. 
Javits had hoped to be here this morning. As a matter of fact, when 





he found he could not be, he wired me, asking if this answer could be 
put into the record, today. I know we are happy to have these 
answers in, 

Do you desire to read that into the record ? 

Mr. Garpiner. He didn’t read his. 1 understand Mr. Javits in- 
tends to make his letter of May 6 public. 

Mr. Vorys. And, you feel you have the full answers to the ques 
tions he has inserted ¢ 

Mr. Garprner. Yes. 

Mr. Vorys. Then, without objection, shall we dispense with the 
reading of the questions and answers, at this time / 

Are there other questions concerned with today’s program / 

Mrs. Cuurcnu, I think before Mr. Prouty asked a short question 45 
minutes ago, which led us off into another field, a map was put up for 
discussion. 

Mrs. Bouron. We do need a very real picture of the situation, 
which there is not time for this morning, Mr. Vorys. 

Now, whatever we should do on that, I really don’t know. 

Mr. Pavut. We have not covered at all, Mr. Chairman, the African 
country programs, or the Greece-Turkey programs, which are also in 
the NEA area. I am sure General Stewart has some comments on the 
military side, and we have some on the defense support side. 

Mrs. Botron. Do we have plans for Monday morning ?¢ 

Mr. Vorys. Could I say this: In talking with the presentation 
team—I talked with the Chairman before he had to leave—in discuss- 
ing it with the presentation team it was felt that since Secretary Dulles 
is to appear in executive session at 3 o’clock Tuesday afternoon, we 
would start the European area team, on Tuesday morning, with Mr. 
Merchant, General Stewart, and Dr. Fitzgerald, and we would have 
at least the outlines of that area before us T uesday afternoon. It was 
thought that we would not have a Monday session. 

Mrs. Borron. I don’t see how we can get away without it. 

Mr. Vorys. Do you mean to continue on this area? 

Mrs. Bouron. Yes. Turkey-Greece is important and Africa is 
important. Have we finished all the countries in the Near East ¢ 

Mr. Pauu. We have not discussed in detail the rest of the Arab 
states, either. 

Mrs. Boiron. No, we have not and we should do that. 

Mr. Lioyp. We will be ready to go on Monday if that is all right 
with the Chairman. 

Mr. Vorys. If it is the wish of the committee, then, we will attempt 
to complete this area Monday morning, meeting at 10 o’clock. Tues- 
day morning, we will have a presentation by the European team, and 
Tuesday afternoon at 3 o'clock, Secretary Dulles. If that is agree- 
able, without objection it is so ordered and the committee stands in 
adjournment until 10 o’clock Monday morning. 

(Whereupon, at 12:40 p. m., the committee was adjourned to 
reconvene at 10 a.m. Monday, May 10, 1954.) 











THE MUTUAL SECURITY ACT OF 1954 


MONDAY, MAY 10, 1954 


Hovse or REepresENTATIVES, 
CoMMITTEE ON Foreign AFFarrs, 
Washington, D. C. 
The committee met, in executive session, at 10 a. m., in room G-3, 
United States Capitol, Hon. Robert B. Chiperfield (chairman) pre- 
siding. 
Mr. Vorys (presiding). The committee will come to order. 
I believe Mr. Javits has some questions at this time. 
Mr. Javits. Thank you, Mr. Chairman. 
Mr. Chairman, Mr. Byroade is not here. I gather he will be back 
in about a week. 


STATEMENT OF ARTHUR Z. GARDINER, POLITICO-ECONOMIC 
ADVISER, BUREAU OF NEAR EASTERN, SOUTH ASIAN, AND 
AFRICAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Garptner. That is right. 

Mr. Javits. When he gets back, will he be available to speak with 
us again? 

Mr. GarpinER. Yes, he will. 

Mr. Javits. I noticed somewhere in your testimony, and I was try- 
ing to find it, reference to the fact that the Near East area was con- 
sidered a British sphere. I know that impression has recurred from 
time to time. 

Can you tell us whether the State Department does regard this area 
as a British sphere in any terms, interest, responsibility, or which- 
ever way you care to define it? 

Mr. Garprner. I do not recall that statement in the testimony. 
On the other hand, Mr. Javits, it is certainly true that the British in- 
fluence in the Near East, at least and in particular in Iraq, in Jordan 
and in Egypt, has been a predominant influence historically. 

I believe it was stated in connection with some of our assistance pro- 
grams that it was necessary for us to coordinate our work with that 
of the British, who has historically been the sponsors for, and the 
guardians of many countries in the Near East. 

Mr. Javits. Do we still regard the British as sponsors for and 
guardians of any countries in the Near East, and if so, which ones? 

Mr. Garprner. I would say that the British influence was very im- 
portant in Jordan. The British are old and good friends of Iraq, 
while the British influence in Egypt is an influence that is challenged. 

(Discussion off the record.) 

Mr. Javits. Would it be fair to say, therefore, that our policy in that 
area is still based upon the assumption that Britain has special re- 
sponsibilities, at least in these three countries, or perhaps others that 
you have mentioned? That is, Iraq, Jordan, and Egypt? 

Mr. Garoprner. I think that is a fair statement. 


(625) 
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Mr. Javrrs. Has the Department reviewed that policy in the light of 
such events as the struggle to get the British out of Suez? 

Mr. Garprner. Very definitely, that is under constant review and we 
have been very active, it is fair to.say, for the last 4 years, with issues 
concerning the Suez Canal and the Suez base. 

Mr. Javrrs. Do you think it would make any difference in what is 
happening in the Near East if we should tell the Governments of 
Egypt, Iraq, and Jordan that hereafter we are going to proceed to 
the assumption that there are no special British interests or responsi- 
bilities in that area and that we are going to handle our foreign policy 
with them on that basis? 

Mr. Garprner. I think there that the position is a very delicate one, 
because we have a worldwide association and partnership with the 
British, and one of our dilemmas in our foreign policy is to relate our 
actions in those countries and other countries to the British policy. 
That has been particularly true, commercially, in Iran, where we have 
taken a counseling position in negotiations of a political and com- 
mercial nature. But we must also respect the British position. 

Mr. Javits. Would you say that the British are welcome in Egypt? 

Mr. Garprner. I would say that certain British policies are most 
unpopular in Egypt. On the other hand, there are individual Britons 
who have close associations with influential and important Egyptians. 
Some British are still maintained as advisers by the Egyptian Gov- 
ernment and paid for by the Egyptian Government ; very few, but they 
are still valued. 

Mr. Javits. Is that the same situation that persists in India? 

Mr. Garprner. In India, I would say that the British are very much 
more popular than they are in Egypt, and their withdrawal from 
India was a most statesmanlike measure, indeed, and has paid good 
dividends. 

Mr. Javits. Is the rallying cry of the crowds in Egypt “Down with 
the British”? 

Mr. Garprner. That is correct. 

Mr. Javrrs. That doesn’t make it right, but it is an actuality that we 
are dealing with. 

(Discussion off the record.) 

Mr. Javirs. It has been made clear to us, as I understand it, that the 
present government in Egypt doesn’t think it could last very long, even 
this Government, if it wasn’t pretty careful of how it dealt with the 
British: is that true? 

Mr. Garpvtner. That is possible. 

Mr. Javrrs. So it is more than just a rallying cry of the mobs; it isa 
pretty deep sentiment in the country. 

Mr. Garprner. I think that is true. 

Mr. JAvrrs. How do the British stand in Iraq? 

Mr. Garprner. In Iraq, I would suggest that their position is much 
firmer than it is in Egypt. 

Mr. Javirs. Are they unpopular in the country, in Traq? 

Mr. Garptner. Much less so. The Iraq Government still has many 
British advisers, and the British have provided the Traqis, for cash, 
with limited arms, throughout the years. 

Mr. Javirs. Is there any movement in Iraq to eliminate British 
influence ? 

Mr. Garvrner. I would say not a serious movement at this time. 
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Mr. Javirs. Now, how about Jordan? 

Mr. Garprner. In Jordan, you have such a weak economy that the 
economy is almost wholly dependent upon British and United Nations 
support. The fact that the Arab Legion exists as a well-trained force, 
manned by British officers at the top, is a major factor in that little 
country, and I would say that the British were maintaining their posi- 
tion in Jordan. 


STATEMENT OF NORMAN S. PAUL, REGIONAL DIRECTOR, OFFICE 
OF NEAR EAST, SOUTH ASIA, AND AFRICA OPERATIONS, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Pau. Could I throw some figures in there, Mr. Javits ? 

Mr. Javrrs. I just want to ask the chairman if 1 may proceed. 
shall take much more than 5 minutes. 

Chairman Cureerrieip. Go right ahead, Mr. Javits. 

Mr. Javirs. I think a lot of this. information canbe used on the 
floor, and I hope to do it in an orderly way so that we get the best 
appraisal we can of the situation. 

Chairman CuiperrreLp. Proceed. 

Mr. Pauw. I would like to put some statistics into this Jordan 
situation. 

Our figures indicate that more than 50 percent of the internal budget 
for Jordan is met by the British, and also, more than two-thirds of 
their external balance of payments gap, which is a very large one. 
rheir imports, for example, are 16.2 million dinars, or roughly $45 
million, and their exports are 2 million dinars and this gap is met 
two-thirds by the British and UNRWA. 

Mr. Javrrs. Are the French in the Far East faced with the same 
local nationalistic feeling as is the case with Britain in the Near East? 

Mr. Garpiner. There is certainly a similarity. 1 should think, sir, 
that there are a good many differences. Perhaps the differences would 
be highlighted by comparing what happened over the last 10 years in 
India, with what h: appened over the last 10 years elsewhere. 

In the case of Suez, Suez is a case where the whole free world, the 
whole NATO structure, has certainly an interest in the Suez base, and 
in the Suez Canal. That is a little different, I think, providing the 
economy of Egypt and the politics of Egypt are kept free from foreign 
influence, than in the case of a colonial structure such as existed in 
certain Far East areas, where much of the trading and export-import 
business was in the hands of a foreign element. 

The fact is that, to a greater and greater extent, the Egyptians 
handle their own commercial enterprise in Egypt. 

Jordan, with the figures Mr. Paul has given you, is hardly a country 
which can be said to be milked by a mother country or protector. 

Traq, again, has made terms with the big oil interests and has little 
to complain about in terms of control of its foreign trade and of its 
imports and exports. I would say there were great differences, yes, 
in the relationships, on the one hand between the British, and ‘the 
Near East countries, and relationships in the Far East between Euro- 
pean and native elements. 

Mr. Javits. In each case, we are supporting the power which is 
considered by the indigenous population to be the colonial power in 
the area. 
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Mr. Garprner. That is sometimes true. 

Mr. Javrrs. Would you say we have as yet endeavored, in the Near 
East, to get an independent character of our own, or are we pretty 
much considered as an ally of the British ? 

Mr. Garprner. I would say we are very frequently considered as an 
ally of the British. I also think that the countries are-aware of the 
differences between us and the British and that they are clever enough 
to develop and exploit those differences in their own interests. 

Mr. Javrrs. When you speak of “they,” and you speak of “the coun- 
try,” and so on, it is a fact that one of our problems is that there is a 
group in each country which is literate enough to be politically articu- 
late—that is, varying in different proportions in the different coun- 
tries? 

Mr. Garprner. Yes. Take the Palestinian group; I believe they are 
70 to 80 percent literate. 

Mr. Javirs. That is Palestinian Arabs? 

Mr. Garptner. Yes, and there is a high percentage in Syria. 

Mr. Javirs. But small in Iraq? 

Mr. Garprner. Small in Iraq and still smaller in Egypt. 

Mr. Javits. How small does it get in any one of these countries? 

Mr. Garvrner. Perhaps Mr. Paul has more precise figures, but my 
guess would be the percentage of literacy in Egypt was only about 15. 

Mr. Javirs. And that is the biggest country, is it? 

Mr. Garprner. Yes. 

Mr. Javirs. Now, I would just like to see if we could get a little idea 
of what actually is, in specific detail, our policy in this area, so that 
we can base a program on it. 

Could you tell us, in your own words, what is it we expect of the 
Arab States? Now, I am not talking about what we think of in our 
secret mind, but what do we represent to them that we want them 
to do? 

Mr. Garprvnrer. We would like to see the Arab States develop their 
economies. We would like to see them better off materially. We 
would like to see them grow more food in their own countries. We 
would like to see them continue to develop their mineral resources, and 
particularly their oil, in an orderly and effective way. 

We still place high value on the importance of that resource to the 
free world in general. We would like to see them develop more stable 
governments. We would like to have them able to develop the police, 
the gendarmerie and the military forces which would increase their 
resistance to subversion. We would like, in due course—and it will 
take many years—to develop genuine defensive strength in that region 
so it does not remain a power vacuum. 

Mr. Javits. When you say we are seeking to increase this strength 
against subversion, doesn’t that include their strength against any 
change in their own government? 

Mr. Garprner. Tt would not interfere with orderly change. 

Mr. Javrrs. Well, the tradition in these countries is military, in 
many cases. In Syria, for example, things were changed by something 
other than elections. 

Mr. Garprner. It has been only 7 or 8 years that Syria has been a 
self-governing country, and one would hope, with the resources of 
Syria and the native intelligence of the Syrians, which is considerable, 
that there might develop a more orderly government and that their 
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transition from one Government to another might be conducted in a 
way more approaching the ideals which we set for ourselves and 
others. 

Mr. Javirs. Does Egypt have an elected government ¢ 

Mr. GaRrpiner. No. 

Mr. Javrrs. When was the last elected government it had ¢ 

Mr. Garpiner. There has been no parliament since the revolution 
which resulted in the abdication of King Farouk. I am not familiar 
with the date when the preceding parliament had been elected, but I 
will clear that up for you. 

(The information referred to is as follows :) 

The State Department later confirmed that the last parliamentary elections 
in Egypt were held in December 1949, and the Parliament thereafter was con- 
vened in January 1950. 

Mr. Javirs. What about Iraq? Does it have an elected government ? 

Mr. Garpiner. It has an elected government. It has a Chamber of 
Deputies. It has a Cabinet which is responsible to the Chamber. 

Mr. Javirs. How long ago was the Chamber elected ¢ 

Mr. Garptner. Within a year, Mr. Chairman. 

Mr. Javrrs. So that is a pretty fair example ¢ 

Mr. GARDINER. Yes. 

Mr. Javits. What other countries in the Near East would you put 
in the category of having any kind of really elected government that 
is responsible / 

Mr. Garprner. Lebanon has an elected government. Jordan has a 
Chamber composed of 40 deputies, half from the East Bank and half 
from the West Bank. 

A Syrian parliament was elected in this summer of 1953, and a new 
election is to be held in June or July of this yea 

Mr. Javrrs. Whether it will be held or not, we don’t know, but the 
fact is that Syria is governed by a military regime. 

Mr. GARpINER. It was governed by a military regime. The military 
regime lost its power in early March and late February 1954, and at 
the moment, Syrian affairs are in charge of a caretaker government 
which represents the group that was in power before Shishakli took 
over. 

Mr. Javirs. Now, I didn’t hear in your recital of the things we had 
represented to the Arab States we wanted, anything about the Pales- 
tine-Arab refugees. What are we representing to them that we want? 

Mr. Garptner. We represent to the Arab States our desire for a 
settlement of substantial numbers of the Palestine-Arab refugees in 
countries who are now giving them shelter. We have had a favorable 
response from the Egyptian Government. I have described to the 
Near Eastern Subcommittee progress that has been made in the efforts 
to reclaim land in the Sinai Peninsula from waters which the Egyptian 
Government states that it will make available from the River Nile. 
That is an extensive reclamation project. 

I have, in my briefcase, an appraisal, in very preliminary terms, of 
that project. It is going to mete a good deal more engineering before 
we can speak firmly, but we are promised that an engineering wn 
bility report will be ready for us, due for completion on October 1, 
1954. 

Mr. Javirs. Mr. Chairman, a parliamentary inquiry. When we put 
together the record for the floor, might we include some of this mate- 
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rial; if we don’t have to go over it in the main committee, it has been 
gone over in the subcommittee. 

Mrs. Bourton. That was very much our idea. 

Mr. Garprner. Could I continue just a moment on the Gaza project ¢ 
As you know, there are 200,000 Arab refugees in Gaza, which is under 
Egyptian control. What is anticipated here is that the diversion from 
the Nile waters, which is intended to siphon, under the Suez Canal, 
will provide an arable area of 50,000 feddans, and hopefully will pro- 
vide self-support for 75,000 to 100,000 refugees, either directly on the 
land or through services connected with that project. 

That project will reach the stage of final negotiations with the 
Egyptians in the autumn of 1954. We cannot hope to have water on 
the land until 1956, at the earliest, and thereafter, our own experience 
tn this country would indicate that some time is going to elapse before 
water on the land means self-supporting people. 

You must look ahead for 5 years before you could hope for more than 
partial completion of that project. 

Now, in the meantime, in fairness to the Egyptians, it must be stated 
that they have been very cooperative in making these plans. They 
have indicated their cooperation in making available Nile waters 
for this purpose, and I would say that their policy—reverting to your 
original question, sir—accords with representations to the Arab States 
regarding the Arab refugee problem, and their self-support in Egypt. 

Mr. Javirs. When did you begin to get a glimmer of hope in Egypt? 

Mr. Garpiner. The agreement under which this survey is being 
conducted was dated June 30, 1953. 

Now, previous to that, as you will recall, in 1951, the Arabs accepted 
in the United Nations the notion of a substantial settlement plan for 
the refugees. 

Mr. Javits. That was the first time. 

Mr. Garptner. That was the first time. Efforts were made to find 
water elsewhere in Sinai under Egyptian control for refugee settle- 
ment. They were unsuccessful. It was the Egyptians, themselves, 
who should be credited with the initiative in connection with the idea 
that the Nile water might be a source of supply in this connection. 

Now, secondly, the area where our representations are proving effec- 
tive are in connection with the Jordan Valley. 

Mrs. Bouron. Mr. Javits, just what did you mean by the subcom- 
mittee material ? 

Mr. Javits. I don’t want to intrude upon the committee by having a 
lot of things gone over that we have already gone over before. 

My thought was just not to put the committee to the trial of dupli- 
cating a recital of a set of facts which are facts and it doesn’t matter 
whether they come out of the subcommittee hearing or the full com- 
mittee. 

Mrs. Bouron. We don’t usually bring out in the full committee hear- 
ings what has been brought out in the subcommittee hearings. 

Mr. Javrrs. That is right. That is why I suggested it would be 
extremely useful to have in greater detail the progress with respect to 
the resettlement of the Palestine-Arab refugees. 

Mrs. Bouron. That would be for the chairman to decide. 

Mr. Javits. It would be for the convenience of the committee. 

I feel very obligated, Mr. Chairman, to the whole committee for this 
time, and I certainly don’t want to extend it. 
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Well, Mr. Gardiner, may I put it this way: Will you put in the 
record at this point, assuming it is not otherwise in the record, a 
statement as complete as you think it ought to be, as to the specific 
progress made with the Arab countries with respect to the resettle- 
ment of the Palestine-Arab refugees? Whether that is picked out of 
the subcommittee hearings or not is something you will have to decide. 

Mr. Garpiner. Yes, sir. We had hoped we would have some time 
this morning on the Jordan River question, which is very involved. 
There, I think it is fair to state that the Jordanians have given every 
indication of their willingness, under reasonable conditions, to assist 
in resettling refugees, and as a matter of fact, many thousands of 
refugees are being absorbed now in Jordan and to a limited extent in 
Lebanon and perhaps to a greater extent in Syria. 

Mr. Javirs. Perhaps in the affirmative presentation, Mr. Gardiner, 
you could make all that clear. I am just trying to economize on the 
time the committee has so graciously given me. 

Now, this Gaza strip, is that an armistice-oceupied area, or was it 
allocated to Egypt under the original partition ¢ 

Mr. Garvrner. It was allocated to the Arab States under the origi- 
nal partition plan of 1947. It is now under the de facto control of 
Egypt. 

Mr. Javits. There is no Arab State? 

Mr. Gartiner. No. The Arab State was drawn on the map but 
never materialized. 

Mr. Javits. That was one of the fundamental bases for partition, 
was it not, that there would be an Arab State ? 

Mr. Garptner. There would be an Arab state with economic union. 
between the two areas, Jewish and Arab. 

Mr. Javits. Do we have any ideas on that part of our policy, or 
are We just going to assume de facto that that isn’t going to be so, and 
there isn’t much we can do about it? 

Mr. Garprner. I think there, sir, our policy was stated in 1950 in 
the tripartite declaration, and it has been restated on at least one 
occasion by Secretary of State Dulles, and that it is clear that we would 
not recognize any change that occurred by force in the present lines. 
We do call on the parties to negotiate adjustments on the present 
boundaries. 

Mr. Javits. Whenever there is an opportunity to negotiate ? 

Mr. Garprner. Yes. 

Mr. Javits. Now, what representations have we made to the Arab 
governments about the border incidents—I am going to get to Israel 
in due course, and I want to go through the same thing for Israel. I 
want to know what representations we have made to the Arab govern- 
ments about these border incidents? 

Mr. Garprner. We have had a long record, sir, in the Security Coun- 
cil. We have done all we can to persuade the countries to reconcile 
their differences. We have indicated on more than one occasion to the 
Arab States that we deplore the border incidents. I think in dealing 
with the Arab States we recognize that incidents on the Arab side re- 
sult from population pressures, from pressures of displaced persons, 
which are extremely difficult for the Arabs to control. In Jordan, 
where the incidents are most frequent, we have found the Jordanian 
Government and the Jordanian authorities cooperative and determined 
to track down individual cases of unfortunate incidents. 
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Mr. Javirs. Have they actually tracked down and punished any- 
body ¢ 

Mr. Garpiner. Yes; they have, sir. 

Mr. Javrrs. Have they found any appreciable number of border 
infiltrators or whatever you call them ? 

Mr. Garvrner. I think they have. I think that situation can be 
grossly oversimplified. The evidence before us from the testimony of 
the United Nations truce officers is that the Jordanian authorities have 
been uniformly helpful in endeavoring to track people, endeavoring 
to track people by all the resources at their command. Bloodhounds 
have been used. 

In the case of the Scorpion Pass incident which created so much 
disturbance in Israel, the Jordanian authorities were assisting 
UNTSO in following tracks, and those tracks were lost. 

The record of the U. N. mixed armistice commission is clear that 
there was no evidence that would stand up in a police court or any other 
court to the effect that the perpetrators of that crime had infiltrated 
from Jordan. 

Mr. Javirs. Now, has our Government taken any cognizance of the 
threats reportedly uttered by Arab leaders to have a resumption of 
hostilities against Israel ? 

Mr. Garpiner. We have publicly deplored that type of statement. 

Mr. Javits. Have we also deplored it directly to the Arab States 
concerned ¢ 

Mr. Garprner. Yes. 

Mr. Javrrs. Now, there has been a recent controversy about whether 
Jordan would respond to a United Nations invitation to discuss the 
armistice under the terms of the armistice agreement with Israel. 
What action have we taken on that demand, diplomatically? Jordan, 
as I gather, turned it down. 

Mr. Garpiner. The Jordanians turned it down. I believe our 
original advice to the Jordanians was that they would have been well 
advised to hold such talks. At the moment, the situation is further 
confused by the withdrawal of Israel from the Jordanian-Israeli mixed 
armistice commission, whereas the local arrangement for endorsing 
the armistice has broken down because of Israel’s withdrawal. Israel 
withdrew because they were displeased with a decision of the mixed 
armistice commission. 

Mr. Javrrs. What about a breakdown because of Jordan’s refusal 
to enter into any conference ? 

Mr. Garpiner. That was not a breakdown of the truce enforcement 
machinery. 

Mr. Javrrs. Would you say there is a qualitative or quantitative dif- 
ference between these two breakdowns, and if so, what is it? 

Mr. Garptner. The qualitative difference is that the mixed armi- 
stice group discussed incidents, assessed guilt, and recommended 
action regarding daily border incidents under the present status quo. 
Those incidents cannot now be handled effectively, as they were when 
the two sides met under the chairmanship of the United Nations. The 
difference, I think, between those discussions and the discussions 
which were proposed by the Israelis and article 12 of the armistice 
agreement, is the difference between daily operations and high-level 
or longer-range political discussions. 
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Mr. Javits. Didn’t the Jordanian situation occur before the Israelis 
walked out of that mixed armistice commission ¢ 

Mr. Garprner. The proposals for discussions between the two 
parties under article 12 were proposed last November, and the Israelis 
withdrew from the mixed armistice group following the Scorpion 
Pass incident in March. 

Mr. Javrrs. Have we told the Jordanian Governinent that we re- 
gard the Israeli walkout from the Jordan-Israel mixed armistice 
commission as much more important than their refusal to discuss 
under the armistice agreement ¢ 

Mr. Garprner. I very much doubt that we have. 

Mr. Javrrs. But does the State Department think so/ 

Mr. GarprineEr. I think it would be most unfortunate not to con- 
tinue the mixed armistice commission activities. 

Mr. Javirs. Would you regard it as equally unfortunate not to 
have these discussions under the armistice between Jordan and 
Israel ? 

Mr. Garprner. I would regard the daily working of the two parties 
as essential to maintain the status quo. From one point of view, it 
would be more important to maintain the activity at that level than 
to have a high-level discussion. 

Mr. Javirs. Don’t you think a high-level discussion could very 

easily provide for day-to-day exchanges as it did before when the 
aren hale agreement was first made? 

Mr. Garptner. Yes; I think, also, that if your day-to-day discus 
sions are continuing in an atmosphere of attempted cooperation, that 
you set a much better base for your subsequent high-level discussions. 

Mr. Javrrs. What are we doing about the military clashes? Now, 
I read in this morning’s paper that a Jordanian soldier and three 
Israeli soldiers were killed. What are we saying to the Arab States 
about that ¢ 

Mr. Garptner. I am sorry, sir, I am unaware of that clash. I am 
afraid I didn’t have a chance to read this morning’s paper, but I 
assume again that is a case where we would make representations fol- 
lowing an examination by the United Nations of the facts under- 
lying ‘that incident. 

Mr. Javirs. There have been other military clashes. This isn’t the 
only one. I have seen them from time to time. I guess everyone 
has. X soldiers were killed on one side, or X number on the other, 
or wounded or shot up. I have seen it with respect to the Gaza strip. 

Mr. Garvrner. That is correct ; yes. 

Mr. Javirs. What do we represent to the Arab governments? We 
are no longer dealing with infiltrators, then. 

Mr. Garpiver. I think we may be dealing with infiltrators, there. 
There is evidence that attacks have come from the Israeli side, 
rather than the Egyptian, or Gaza, side. 

Now, those Israeli counterattacks are understandable. Gaza is 23 
miles from the Jordan line—Hebron—and there is more or less con- 
stant travel back and forth between Gaza strip and Hebron. It is all 
so obvious, what is happening. 

The people in Gaza are now well housed. They are living not in 
tents, anymore, but in concrete huts. They are moderately well fed. 
They are moderately healthy, and their education is being provided 
for, but 200,000 people with nothing much to do—there is only enough 
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work there to give a man 45 days’ work every third year on a rotation 
basis. It is nothing but a narrow, sandy strip. How can one, under 
those conditions, expect that there will not be discontented, unhappy 
people who desire either to traverse the territory between Hebron 
and Gaza, or who desire to enter Israel, to pick up an aluminum pipe 
or some other article that is not theirs. 

You see, this is really going to take the greatest degree of compassion 
and charity to solve this, Mr. Javits. 

Now, the remarks that Mr. Richards made in the General Assembly 
last year, I think, were very statesmanlike words and they deserve to 
be repeated : 


This can only be solved in a spirit of compassion, with give and take on both 
sides. 


Mr. Javirs. I don’t take a back seat to anybody, either on compas- 
sion or give and take, but I am very anxious to see if we can make this 
as precise as possible and that is why I have been asking these ques- 
tions. My question which, of course, I think you digressed a little 
bit in answering, but I think we have your answer, was the question 
of the military action on the border. You discussed the question on 
infiltrators before. 

Mr. Garprner. I am not aware of any military action that could 
not be fairly described as contentious. 

Mr. Javirs. You find, as a fact, that there is no fault on the Arab’s 
side ? 

Mr. Garprner. It is a question of how far you go back in history. 

If you rehearse the events of the last 12 or 16 months, certainly 
the preponderance of the evidence appears to be that the action by 
the Israelis are of a higher order or organization than the actions of 
the Arabs, which appear to be the actions of individuals. If you 
would wish documentation on that point, I would refer you to the 
report of General Bennike on the Kibya incident, which was sub- 
mitted last October to the U. N. Security Council. 

Mr. Javirs. The U. N. Security Council has now ordered a discus- 
sion of this whole matter, so I would assume we can get a considerable 
amount of enlightenment from that. 

Mr. Garprner. I would hope so, but there has been great enlighten- 
ment in the proceedings that have already taken place. 

Mr. Javits. Now, turning to Israel, what is it that we want of 
Israel? What have we represented to Israel that we want of her? 

Mr. Garprner. We would like to see Israel develop and maintain 
the resources of its country. We would like to see Israel take steps 
to compensate the Arab refugees. We would like to see Israel take 
steps to unfreeze still further the frozen bank accounts of the Arabs. 
We would like to see Israel reach terms with the United Nations 
regarding the division of the waters of the Jordan River so that it will 
be possible to erect in the Jordan Valley structures for a dependable 
supply of water which will increase the agricultural potential of the 
Jordan Valley. 

We would like to see Israel consider still further possibilities of 
repatriation of the Arab refugees, realizing full well that repatriation 
can only be a partial solution of the Arab refugee problem. 

We would ike to see Israel adopt a more conciliatory attitude to- 


ward the Arabs and to be ready to suggest measures of conciliation, 
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bearing in mind the fact that Israel has been the victor in the struggle 
between Jew and Arab. 

We would like co see Israel take steps to reassure the Arabs that 
they have no further intentions to expand the State of Israel. That 
element in the problem was stated, I think with clarity, recently by 
Mr. Byroade in Philadelphia, and it is an issue to which the Israelis 
should give careful attention. 

It is one thing when the Israelis say we must live within our means, 
and we realize that the maximum population that we can hope to 
achieve by 1960 is about 2 million people. It is quite another thing 
when speeches are made indicating that under certain conditions it 
may be necessary for Israel to increase this immigration beyond what 
appear to be reasonable limitations of the economy. 

Mr. Javits. Now, do we feel that the Arabs ought to rely upon the 
three-power declarations on the integrity of borders? 

Mr. Garpiner. Yes, we do. 

Mr. Javrrs. We feel Israel ought to rely on it, too, do we not? 

Mr. Garprner. That is correct. 

Mr. Javits. Then why are we concerned about further reassurances 
to the Arabs referred to by a State Department official that there will 
be no expansion of Israel ? 

Mr. Garprner. Because we fear, I am afraid, that there is some 
justification for Arab fears that if the population of Israel were to 
expand materially through further immigration, that it would be 
humanly impossible to maintain those people within the confines of 
the present state. 

Mr. Javits. Do we feel there is any basis for Israeli fears that they 
are going to be pushed into the sea ¢ 

Mr. Garprner. You can’t look into the mind of an Israeli. I would 
be very disturbed if I were an Israeli living in Israel today, and I 
would be disturbed by these inflammatory statements of the Arab 
leaders. 

On the other hand, I think there is just no question in our minds, 
that in the foreseeable future, Israel remains the nation with the 
power, the force to defend itself. It is also clear that we have a very 
definite commitment on our side to prevent further fighting in that 
part of the world. 

Mr. Javits. Don’t you think it is only natural for the Israelis to 
want to defend themselves by getting more people to help them de- 
fend their country? 

Mr. Garprner. I think a rule of reason should apply. 

Mr. Javirs. Have we asked the Arab States to make any concilia- 
tory gesture regarding aggression, to Israel ? 

Mr. Garprner. We have made our position very clear to the Arab 
States. 

Mr. Javrrs. What have we told the Israelis about these border 
incidents ¢ 

Mr. Garprner. We have been on the record publicly as to abhorring 
certain border incidents, as you well know. The incident of Falama, 
the incident of Kibya. We use what influence we can to have the 
mixed armistice commission machinery restored. 

Mr. Javirs. Now, we have a three-power declaration there and in 
a letter which the State Department wrote me, in answer to a letter 





636 


I wrote them about arms to Iraq, I find the following sentence, and 
I wish you would implement that: 


Should there be developments in the Near East showing that the policies of 
any government in that area receiving our military aid are no longer based 
on consideration of legitiraate self-defense, the United States would necessarily 
reassess not only its aid program, but its basic policy toward the countries 
concerned. 


Now, can you tell us what our Government proposes to do—suppose 
the arms we send to Iraq are used in an aggression against Israel, or 
furnished to some other Arab State for similar use. What do we 
do about it? Will we defend the borders of these countries? Will 
we want the Israelis to defend them ¢ 

Mr. Garpiner. I think we are bound to take all measures we pos- 
sibly can. As has been testified here, the program of arms to Iraq 
is in its infancy. We have reason to think that the furnishing of 
those arms, and the furnishing of the advice that goes with them, 
can turn out to be a stabilizing force in the area. And we would give 
you, sir, the example of the Arab Legion, again, in Jordan, as Mr. 
Byroade testified—that is a stabilizing force—the presence of the 
British officers in the Arab Legion is a stabilizing influence in that 
region. And the fact that the Arab Legion exists gives strength 
and force to moderate elements in Jordan, rather than aggressive 
elements in Jordan, and it may well turn out, sir, that the result of 
furnishing arms to Iraq could be similar in the long run. As has 
been stated here—I am not sure whether you were present, Mr. 
Javits—the size, composition and nature of the program to Iraq is 
still to be determined. 

Mr. Javirs. Now, what are the intentions, or have we ascertained 
the intentions of France and Great Britain with respect to imple- 
menting the three-power declaration ? 

Mr. Garprver. We are in constant touch with France and Great 
Britain regarding issues in Palestine, both in Washington, London, 
P aris, and in the Security Council. I don’t think we have yet come 
to grips with the steps we might take. 

Mr. Javits. You feel, do you not, that it will take a fundamental 
change in public opinion in the whole Near East—such public opinion 
as there is outside of Israel—to bring about any actual peace nego- 
tiations between Israel and the Arab States? 

Mr. Garpiner. I am certain of that and I am certain the best thing 
we can do, Mr. Javits, is to keep as optimistic and as cheerful as 
we can about the situation and try to work out bits and pieces as 
we can find them, in an endeavor to reach larger areas of agreement, 
or perhaps, better, larger areas of nondisagreement, but it is going 
to be much easier to achieve some of these results in practice than it 
is by getting general declarations about them. 

Mr. Javrrs. Now, is there any difference between the policy of this 
administration and the policy of the previous administration in this 
area ? 

Mr. Garvrner. IT would say in general terms this administration 
reaffirms the tripartite declaration and this administration has stated 
clearly, I believe, its purpose to be sympathetic and impartial with 
both sides in handling this problem. T believe those are the words 
of the President : sympathetic and impartial friendship. 

Mr. Javrrs. Subsequently, has there been any change in our policy ? 
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Mr. Garprner, That is a very difficult question for me to answer. 
I have been so close to this for 5 years that I may not see the woods 
for the trees. I am not conscious of any substantial change. We are 
doing our best to harmenize, compromise and work out solutions. 
We have thought of some new ones recently. The issue of Jordan 
waters, and proposals for their equitable division is one that has been 
enthusiastically supported by the administration. 

Mr. Pav. Our programs reflect—I don’t know whether you would 
call it a change in policy, but certainly the attempt to adjust on a 
somewhat more equitable basis, the levels of assistance between Israel 
and the Arab States, I think, is a reflection of the impartiality. 

Mr. Garprner. It is a reflection of the fact that Israel is coming 
along and improving her economic position that enables us to provide 
less funds for Israel than might otherwise be required. The fact that 
the Arabs are working themselves and have more development pro- 
posals that might be carried out enables us to be more effective on 
the economic side, or will enable us to be more effective on the economic 
side in the Arab world. 

Mr. Javits. Do you think there is any reason for the feeling which 
has been expressed in some quarters in the United States that the at- 
titude of the administration toward this whole area has been more 
encouraging to Arab intransigence, than the attitude of the previous 
administration ¢ 

Mr. Garpiner. I would not agree that the attitude of this admin- 
istration has encouraged intransigence. 

Mr. Javits. Would you feel that way? 

Mr. Pavu. That it is encouraging intransigence ? 

Mr. Javits. That it would not. 

Mr. Pau. I would certainly agree with that, sir. 

Mr. Javits. Has there been any evidence of the defense capabilities 
in this area, either as to each of these countries against an outside 
aggressor or as to Israel with respect to the Arab States, and vice 
versa? Have we made any military estimate of the situation at all, 
in that respect ? 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, UNITED STATES 
ARMY, DIRECTOR, OFFICE OF MILITARY ASSISTANCE, DEPART- 
MENT OF DEFENSE 


General Stewart. There have been some studies in the Joint Chiefs 
of Staff of the capability of these countries to defend against out- 
side aggression and certainly it has been an evaluation of the military 
strength of each country. It is not in my particular field. I know 
that the JCS have studied this area. 

Mr. Javits. Would you be able to tell us whether, as an estimate 
of military capability, in the military opinion, Israel is able to de- 
fend itself against the Arab States, and vice versa? 

General Stewart. I can only speak from what I know, generally. 
I have no official document or study to back it up: I can answer from 
my general knowledge of what Lappeaa there, and the military 
background. 

(Discussion off the record.) 

Mr. Javirs. Even with what we seemingly propose to give in arms 
aid? 
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General Stewart. Even with what we propose to give them. In 
fact, I think the opposite is true, that from a purely military strength 
point of view. 

(Discussion off the record.) 

Mr. Javits. One last question on that: Have we ever evaluated 
Israe] as an asset to us in terms of airfields, workshop—because there 
is an active industrial complex in Israel big for this area—have we 
made any military evaluation of what Israel can mean to us in the 
defense of the Near East, as a base? 

General Stewart. Yes, sir. 

Last year when the military-aid program was first proposed for 
this area, we requested and got an estimate from the Joint Chiefs of 
Staff of what we should do in this area. 

(Discussion off the record.) 

General Stewart. In connection with certain proposals to procure, 
in our offshore procurement program, we have been given considerable 
information as to the manufacturing capabilities of this area. I 
would say that if we were attempting to support considerable forces 
in that area, that the manufacturing facilities in Israel would be most 
valuable. 

Mr. Javirs. But, we do not have any mobilization plan or anything 
else that would fit that area strategically, either with our operations 
or plans in that area? 

(Discussion off the record.) 

Mr. Javits. I want to express my deep appreciation to the members 
of the committee for being so very indulgent. It is a real mark of 
friendship and colleague feeling. 

Thank you, Mr. Chairman. 

Mrs. Bouron. Mr. Chairman, may I ask Mr. Javits something? 
You said a while back that you would bring out the same questions 
relative to Israel that you had asked about the Arabs. Now, I made 
a few notes because I was deeply interested in your questioning. 

For instance, what do we represent to the Arabs that we want them 
todo? All right, what do we represent to Israel that we expect them 
to do, and want them to do, by way of development of economies, and 
the growing of more food? From that particular area, we do know 
that they have sadly neglected the agricultural fields of Israel, and 
that that is one of the very tragic things that has happened, because 
the people come from city communities and don’t want to go into the 
fields. Originally the plan was submitted when the partition was 
discussed, that the pyramid of life in Israel would be very small 
point of business, banks, and so on, and the big part of the pyramid 
would be agriculture. Of course, that hasn’t worked out in that 
way. 

Mr. Javrrs. They have made great progress, but of course much 
yet remains to be done. 

Mrs. Boiron. No, and it has been very tragic. You let a citrus 
fruit grove go to pieces and it is 4 or 5 years before you get any trees 
back again. You let the land lie fallow. The problem is very real, 
as you know, in food matters. 

I wonder if we are doing anything to—maybe if you really want 
those questions balanced—are you asking Mr. Gardiner and Mr. Paul 
to bring in answers to the same questions for the record, or what? 

Mr. Javits. I thought I had covered the subject. If I haven’t I 
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am very sorry, by asking Mr. Gardiner what we wanted of the 
Israelis. : 

Mr. Garprner. I think I made several enumerations. 

Mr. Javrrs. If there is something else you think should be added, by 
all means add it. I was not trying to exclude but I thought there were 
different things that we wanted of them, perhaps, than we wanted of 
the Arab States. When you didn’t name agriculture, I didn’t jump 
at it because I didn’t think you were matching it term for term. But, if 
you feel in your answers you should—please do. Mr. Chairman, I ask 
permission for the witnesses to revise and extend their remarks. 

Mrs. Bouron. You did bring in the question of compensation. 

Mr. Garprner. I did, Mrs. Bolton. 

Mr. Pavt. In the agricultural field, could I make one very brief 
statement? If I have given a contrary impression, I did not mean to 
do so. In our opinion, the Israeli plans for the development of their 
agriculture, are very well advanced and if they are successful in 
carrying out their plans for utilizing the land and developing their 
agricultural resources further, they will, in fact, have made very 
substantial steps in the right direction. The progress to date has 
neither pleased them nor us entirely, but as I indicated the other day, 
great emphasis in our program is on the further development of the 
agricultural sectors of their economy. 

Mrs. Botron. Are we going to take up with them the fact that there 
have been occasions when Israel has transgressed the agreement in 
the Battle Act, and has reshipped to the Soviet ? 

Mr. Paut. They have revived or created a certain level of trade with 
the Soviet, that is true. I am not aware that they have violated the 
Battle Act. 

Mrs. Boutron. I have been told they were in violation of the Battle 
Act. I wondered if the Department will go into it and if net, I would 
like to ask that they do. 

Mr. Garvrner. It is not my recollection, Mrs. Bolton, that Israel 
had not complied in every particular with the Battle Act. I will look 
into that. 

Mr. Javits. The President released a list of all the countries who 
were recipients of our aid and which had shipped anything strategic. 
Israel was not included. The Subcommittee on Foreign Economic 
Policy conducted a series of hearings on East-West trade to ascertain 
the same facts, and I never heard mention of Israel. 

Mr. GarprneEr. I am sure Mr, Javits is correct in that. 

Mr. Javits. Thank you, Mr. Chairman. You have been very 
generous. J 

Chairman Currerrietp. Are there further questions? 

Mrs. Bouron. I just have this to say, Mr. Chairman, that we have 
been waiting a long time now to have a real going over of the Jordan 
Valley situation from Mr. Gardiner and I hope that we are not going 
to break up today without having it. 

Chairman Curperrietp. You have the situation covered in the 
presentation book before you, do you not? 

Mr. Garviner. We were going to do it last Friday, but the conversa- 
tion was diverted into other channels. 

If it is the pleasure of the committee, I would like to turn to this 
map. There are here three copies of a pamphlet entitled “The Unified 
Development of the Water Resources of the Jordan River Region.” 
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Mr. Chairman, I would like to distribute these maps on page 44 and 
perhaps they can be shared by the members. It will make it easier to 
see. 

(The map referred to faces this page.) 

Mr. Garprner. Now, I am going to try to be brief. I know there 
are other matters which may have occupied the attention of the 
committee this morning. The general background for the Jordan 
River problem was stated in the hearings a year ago. Very briefly, 
then, the proposal to irrigate the Jordan Valley, along with the pro- 
posal to irrigate the Sinai Peninsula, represent the two most im- 
mediate resettlement programs of the Arab refugees. The numbers 
who might be provided with homes and a living in the Jordan Valley 
are variously estimated, perhaps at 150,000 people would be a fair 
estimate of the total. 

Now, the Jordan River is an international river. It rises in Leb- 
anon and in Syria and in Israel. It flows through territories wholly 
controlled by Israel lying west of the former international boundary 
of the mandate line. 

Mrs. Bouton. Mr. Chairman, may I ask if those boundaries were 
set up by the United Nations or were they the boundaries that re- 
sulted after 

Mr. Garpiner. These would be the boundaries, Mrs. Bolton, under 
the 1947 partition plan. At least the boundaries under the 1947 
partition plan lie to the east of the Jordan River, and of Lake Tiber- 
ias, and include an area south of the Lake Tiberias known as the 
Yarmuk Triangle. 

The river flows through Israeli controlled territory and finally 
finds its way into the Jordan Valley which, on the eastern side is 


controlled by Jordan from a line south of the Yarmuk River, and 
on the western side is controlled by Jordan south of this boundary 
[indicating] which touches on the Jordan River at a narrow point 
in the valley near Wadi Yabes. 

Now, the proniem with which the United Nations Relief and Works 


Agency is faced, is the extent to which they can finance and con- 
struct structures in the Jordan Valley which depend upon upstream 
water, without having assurances that there would be a continued 
flow of water from upstream, and without being assured that the 
construction undertaken was reasonably economic, in consideration 
of the resources of the valley as a whole. 

To solve those problems, over 2 years ago, the United Nations 
Relief and Works Agency requested the Tennessee Valley Author- 
ity through the State Department to make a study of the develop- 
ment of the Jordan Valley, on the basis of economy and on a basis 
of taking into account the best interests of the inhabitants of the 
Jordan Valley. The result of that request was a study which is 
in the hands of the committee, now, which was made available to 
the United Nations Relief and Works Agency last October. 

This study suggested that the water should be divided into ap- 
proximately these proportions between the three countries primarily 
concerned—Syria, Israel, and Jordan. It is suggested that the Syrian 
allotment should be 50 million cubic meters, that the Israeli allot- 
ment should be 426 million cubic meters, and that the allotment to 
Jordan should be 826 million cubic meters. 
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Now, it is interesting to relate that figure, to plans of the Israelis, 
for the development of Israel. As you know, the population of 
Israel is approximately 1,600,000 people, and the population of Jor- 
dan is approximately 1,250,000 people. It is substantially true to 
say that the waters of the Jordan River are the only waters to which 
the Jordanians can look for the development of the country of Jor- 
dan, and they are then limited to a figure of the order of 800 million, 
or 850 million cubic meters. 

The position in Israel is somewhat different. 

Mr. Vorys. Is that per year, or per day, or what? 

Mr. Garprner. Per annum. The unit of water measurement in this 

art of the world is million cubic meters, and 1 million cubic meters 
is about the same as 800 acre-feet. 

Israel lies as you know, on the Mediterranean Sea coast, and as you 
know, the backbone of Palestine is a mountain range. The result of 
those conditions is that the sea breezes are caught by the mountains and 
the rainfall is much heavier in Israel than it isin Jordan. That rain- 
fall results in more supplies of ground water in Israel than are found 
in Jordan and the Israeli estimate of their total water potential, which 
includes an allotment of 670 million cubic meters in the upper Jordan, 
totals 2,466 million cubic meters. 

The suggestion in the allocation of water proposed in this plan, if 
you like,'is that Israel should reduce its potential from 670 million 
cubic meter units from the River Jordan, to 426 million cubic meters, 
a reduction of approximately 250 million cubic meters, out of a total 
supply of 2,466 million cubic meters, or 10 percent. 

That would be the extent, apparently, of the reduction in Israel’s po- 
tential, if the allocation proposed in this plan were carried through. 

Now, what has happened to this plan since October? We wished it 
to have the best possible hearing that it could have, both in Israel and 
in the Arab States, and to that end, Mr. Eric Johnston traveled to the 
area at the time the report was released, for high-level discussions with 
the Arab States and with Israel, and the plan was also discussed with 
the various delegations who were then assembled in New York at 
the seventh session of the General Assembly. 

The results of Mr. Johnston’s approach have been quite startling and 
interesting. The Arab League appointed an engineering committee 
to examine the merits of this study. They have now examined and 
published 50 pages of comment on this report; the Arab group worked 
collectively, cooperatively, on this proposal. 

I would just like to recite again the figures with which the Arab 
engineers have come up in connection with the divisions of the 
waters. They find there is a little more water in the system than was 
indicated in this report. They allow 32 million cubic meters to Leb- 
anon. They would allot, instead of 50 million cubic meters to Syria, 
120 million cubic meters. They would allot to Jordan 911 cubic 
meters, instead of 826 million cubic meters. 

In their computations, that would leave Israel 270 million cubic 
meters, instead of 426 million cubic meters. 

The report of the engineers, which incidentally has been spear- 
headed by Egyptian engineers, who are very competent people indeed, 
is now having the attention of a further committee appointed by the 
Arab League to study their findings and examine them in their po- 
litical and military context. 
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The fact is that the Arab engineers agreed at least by implication 
that this is an international river, and that its waters should shared 
by the four countries concerned in the development of this resource. 

Now, we have not yet had detailed comment from Israel. They are 
on their way to us now, as we understand. 

It was very interesting to note one figure which the Israelis com- 
mented on, the allotment of water to Jordan. There, instead of agree- 
ing to 826 million cubic meters, the Israelis would reduce the Jordanian 
allotment by 85 million cubic meters, the same amount as the Arab 
engineers increased it. 

We are in an area, then, where negotiations are obviously possible; 
if the Arabs are willing to negotiate, and if the Israelis are willing 
to negotiate. 

The Israelis have expressed their interest in regional development. 
They have also expressed their great desire to obtain as much as pos- 
sible of the upper Jordan River waters as they possibly can. 

That has fed to the feeling that the Israelis favor this proposal 
in theory, but perhaps not in practice. 

The Arab side—obviously the limitation on Israel’s take in the 
upper river benefits the Arabs downstream. It is a practical measure 
in which the Arabs would have a very great and material interest. 

The Arab engineers make clear to their people in their report that 
they require not only the flow of the Yarmuk River waters, which 
amount only to about 470 million cubic meters to be shared between 
Jordan and Syria, but they also require substantial volumes of water 
from Lake Tiberias, if their lower Jordan Valley is to be fully de- 
veloped. 

Mr. Vorys. That is the Sea of Galilee? 

Mr. Garprner. Yes. Tiberias is the Roman name for Galillee, the 
New Testament name, and the Israeli word for it is Chenorth. 

Mr. LeCompte. Did you say the Sea of Tiberias and the Sea of 
Galillee is the same? 

Mr. Garprner. Yes, one is the Roman name and the other is the New 
Testament name. The waters of that lake are required by the Jor- 
danians if they are to develop their share of the valley. 

On the other hand, as you well know, there is a school of thought 
in the Arab States which would reject any plan that has any benefit 
whatsoever to Israel in it. That is strictly a vocal school. That 
leads to another conclusion, perhaps, that the Arabs favor this pro- 

osal in practice but not in theory. We will see how it works out 
in the end. We have made substantial progress in the Arab world, 
and this is not a dead plan. 

The situation is rendered increasingly acute by action which has 
been taken by Israel last summer, to divert the waters of the Jordan 
at this spot lindicating] just below the bridge known as Jisr Banat 
Vaqub. There, the original intention of the Israeli is to draw water 
off from the Jordan and return it to Lake Tiberias for the develop- 
ment of electric power. That is the way that proposal was presented 
in the Securit uncil last autumn. 

We know also that it is part of the long-range plan of the Israelis 
to use that power to pump still further quantities of water from the 
Jordan over the divide into the reservoir being prepared north of 
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Nazareth at Sahh Battauf from which it would be taken by pipe- 
line and other means to the southern part of the country. That case 
remains in the Security Council. The present status is that the U.N. 
truce supervision officer has determined that Israel should not con- 
tinue work on that in the demilitarized zone. The work in the de- 
militarized zone is largely complete. There is only about 2 weeks 
work left in the demilitarized area, and the Israelis have indivated 
that they intend to continue with this operation outside of the de- 
militarized zone. 

In considering this plan from the point of view of the United Na- 
tions or the United States, it is important to note that it is not a final 
or definitive plan. Many reservations have been stated in the engi- 
neer’s report. Further field surveys remain to be conducted. 

On the other hand, as Mr. Clapp pointed out in his introduction to 
the study there are many things that could be done to develop part of 
the water. This is going to be a gradual development and it is going 
to be a long-range development. You will notice immediate steps can 
be taken on the Arab side: The construction of a diversion dam on the 
Yarmuk River, near a town known as Adasiya, and plans for that 
diversion dam can be ready, now, in the very near future. In brief, 
that structure would result in diverting part of the Yarmuk flow which 
now finds its way into the Jordan, itself, into a canal known as the 
Eastern Ghor Canal. The diversion dam could result in an annual 
flow to the lands in Jordan of about 130 million cubic meters. That 
would be roughly one-sixth of the total allotment of water to Jordan 
under this plan, and, therefore, it probably would result in intensive 
irrigation of 20,000 or 25,000 acres in the valley. The cost of that 
diversion dam is comparatively modest. It would cost approximately 
$1.6 million, and when the first stages of this canal are constructed, at 
a cost of approximately $200,000 a mile, we could hopefully have under 
irrigation those 20,000 acres at a cost of approximately $500 an acre. 

As the scheme develops more fully, the unit cost will materially de- 
crease, and the estimate of the engineers is that the total for irrigation 
work in Jordan herein indicated would cost approximately $42 million 
for a supply of water in the main canal, as against an acreage of 120,- 
000. The program is of the general magnitude of the development 
of the Salt River at Phoenix, Ariz. On top of the basic engineering 
costs, when you consider housing and lateral canals and the like, much 
of that work will be done by the refugees themselves, or so we hope, 
and one could expect when this plan is completed, there would be 
120,000 acres of irrigated land in Jordan which would cost approxi- 
mately $600 an acre, which is not by any means out of line, consider- 
ing values of irrigated land in the Near East. An acre of land in 
Damascus will change hands for as much as $1,500. 

Mr. Proury. Am I correct in understanding that this so-called 
Yarmuk development which originally, at least, was not part of the 
plan presented by Mr. Johnston, now is a part of that plan? 

Mr. Garprner. It depends on what you mean by Yarmuk develop- 
ment. The original consideration was that it might be possible to 
erect a high dam on the upper waters of the Yarmuk, and that that 
water would find its way to the Jordan Valley and that that water 
combined with water which might be pumped from the Jordan River 
itself, would suffice for Jordan’s needs. 
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Now, an examination of that first Yarmuk project was not favorable. 
In the first place it was estimated in this report that the dam at the 
height contemplated would cost $66 million. In the second place, it is 
clear from further hydrological studies that a dam at that particular 
site, the Maqarin site, would not impound more than a substantial frac- 
tion of the waters of the Yarmuk. One of the principal tributaries is 
the Wadi Baggad, which enters the Yarmuk below the Magqarin site and 
it is a tributary upon which one depends for the runoff from an area of 
high rainfall and from the melting snows from Mount Hermon, which 
is located in this area, here. Storage on the Yarmuk is still a live 
issue, but it is considered that a dam on the Yarmuk below the spot. 
at which the Wadi Baggad enters the Yarmuk would be more suitable. 
With a much lower structure, more storage can be provided, and 
a: would provide more water because of the topography of the 
and. 

Mr. Proury. Have $40 million of U. N. funds been allocated for this 
original project? 

Mr. Garprner. The United Nations Relief and Works Agency have 
two general program agreements with the Government of Jordan. 
One is in the amount of $40 million looking to the development of the 
Jordan-Yarmuk system and the other is $11 million for miscellaneous 
activities in Jordan. 

Mr. Provry. Under the latest plan, that original plan would be 
abolished. 

Mr. Garptner. Well, there is a case for storage on the Yarmuk 
River. The question which the engineers must determine is whether 
storage in the area of the Wadi Khalid is more favorable than storage 
at the Maqarin site. Another question is whether it is not worthwhile 
to develop the river in the near future for power. It can be a power 
river as well as a river for irrigation. It seems to be completely 
clear that no matter how one develops storage on the Yarmuk, Tiberias 
storage is also an essential in the interests of the Jordanians, and that 
a material advantage could be gained if Yarmuk water which cannot 
be controlled in the Yarmuk, were diverted into Tiberias for storage, 
rather than to be permitted to find its way directly into the channels 
of the Jordan River and be wasted. 

Mr. Proury. How about the question of evaporation in Tiberias? 

Mr. Garprner. That occurs anyway. The more reservoirs you 
create, the more evaporation occurs. The evaporation of the intended 
Magarin Reservoir would have been another 15 million cubic meters 
minus out of the system. 

Once you agree that you need Tiberias waters, you have to tolerate 
evaporation, which amounts to about 300 million cubic meters a year, 
unless you take very drastic measures with the lake, which I don’t 
think ever will be taken, because the lake has other values besides 
material values as you well know. 

On the evaporation question, if you look upon the system as a whole, 
you are going to have to live with this lake for generations, and you 
want to minimize other sources of evaporation. 

Mr. Prouty. Thank you. 

Mr. Javirs. Mr. Gardiner, can I ask just two questions, very briefly ¢ 

Mr. Garprver. Yes. 
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Mr. Javits. It is commonly taken that the Israelis can use this 
water years sooner than Jordan could ever use it. Is that so? 

Mr. Garpiner. I think that is not the case, Mr. Javits. The Is- 

raelis themselves tell you that they would not anticipate reaching full 
development from the upper Jordan River for a period of 10 years 
or so. They have other sources within Israel which they can develop 
first. On the other hand, the timetable on the construction of these 

rather simple gravity flow projects in Jordan is indicated by the engi- 
neers to be of the order of 2 or 3 years, 

Mr. Javits. My other question is if the Arab States are as hostile as 
they are supposed to be why wouldn’t it be likely that they would just 
want to do nothing? I mean it is Israel that has to get on its horse 
and do something to improve and develop the Arab States. 

Mr. Garpiner. Well, we hope the Arab States will see their interest 
in another way, Mr. Jav its, and they will find it in their interests not 
to be hostile but to develop the resources of their countries. 

Mr. Javits. We are going to push for that economic bridge, very 
hard ¢ 

Mr. Garpiner. That is what we are pushing for. 

Now, obviously, the winner in this plan, if you like, is Jordan. 
There is not much in it for Syria and Lebanon. 

(Discussion off the record.) 

Mr. Garprner. Now, the case for concentrating efforts of this na- 
ture in a single country may be a good one, or it may not. It is one of 
the reasons why we come to the committee to suggest that other funds 
might be available in Lebanon and in Syria to make it a little easier 
for those countries to accept a proposal of this nature in the Jordan, 
so that they can have something to show their people, too. It is note- 
worthy that the Litani River in Lebanon, which is shown here on the 
map, has been the study of a group of American engineers for 3 years 
and their report is promised in June. When we “have that report, 
undoubtedly it will result in discussions with the Lebanese on the 
development of the Litani, first with bank money and private sources, 
and finally with help from United States Government funds if they 
are justified. 

(Discussion off the record.) 

Mr. Javits. I wondered whether under your scheme the Arabs 
would have to negotiate with Israel or whether they would both nego- 
tiate with an international body. 

Mr:.Garviner. It is hoped that they would agree to negotiate with 
an international body. It seems to me if there was ever a case for 
international control, it exists in connection with this river. It would 
be folly for us to finance or help finance structures in the Jordan 
Valley, if they would become dry canals as a result of action taken in 
the north. 

Mr. Javits. Thank you. 

Mr. Vorys. Some of us remember about Israel in the Bible, but do 
not know much about this area in modern times. 

Where is Dan and where is Beersheba ? 

Mr. Garprner. Dan is just south of the Syrian-Lebanese border. 
The Dan River. 
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Mr. Vorys. Does Dan belong to Israel, now ? 

Mr. Garprner. It belongs to Israel. It siarts in a little hill called 
Tel El] Qadi. The water just comes from nowhere, gushing out of 
the side of that little knoll. 

Beersheba is not on thismap. It is just about where the scale would 
be indicated on thismap. In the days of the Old and New Testaments, 
Dan and Beersheba were the historic boundaries of Israel. 

Mr. LeComrre. What does Beersheba flow into? 

Mr. Garprner. Beersheba is a town in the desert. 

Mr. LeCompte. I can’t hear down here. I thought you were talk- 
ing about rivers. 

Mr. Garovrner. There is a Dan River and a place called Beersheba, 
but no river there. 

Mr. Vorys. Israel is twice its ancient size, then, according to the 
map. 

Mr. Garprner. I have been told that Beersheba was the center of 
Israel, geographically. 

Mrs. Boiron. It is about twice as long as in the Old Testament days? 

Mr. Garprner. That is right. We are looking for control in the 
United Nations, and we are looking to things that can be done now 
within the framework of a full-scale valleywide economic plan so that 
we can find work for the refugees first building these structures and 
secondly, making their living as a result of this construction. 

Now, with this program and the Gaza program, we will find the 
principal resettlement activities of the UNRWA. 

Mrs. Bouron. Where is Musa Alami’s? 

Mr. Garprner. This project will be found near Jericho, and he has 
demonstrated that land which for generations was thought to be use- 
less could be used to good advantage. That can be demonstrated in 
many areas, in this valley, that the valley can be used if there is ade- 
quate supply of water. 

The timetable on this project and the Gaza project, I think, lends 
emphasis to what Mr. Byroade testified regarding our desires to con- 
tinue the United Nations program. There is not a chance to com- 
plete this work, obviously, for several years. "We have reviewed many 
times in this committee many of the advantages and disadvantages of 
the United Nations activities in Palestine. 

I would like to file a statement of the contributions made to the 
United Nations program which I have available. It indicates that 
the United States share of the costs to date is only about 60 percent, 
while we anticipate that as the expenses get heavier, our percentage 
may rise. We do intend to do our best to limit our contributions to 
70 percent of the total. 

ith your permission, Mr. Chairman, may I insert it at this point 
in this eoedt 

Chairman Currerrretp. You may. 

(The item referred to is as follows :) 
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UnNITEn NATIONS RELIEF AND WORKS AGENCY FOR PALESTINE REFUGEES IN THE 
NEAR EAST 
Summary of contributions as of Apr. 20, 1954 
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Mr. Garpuver. Tents are largely a thing of the past. They have 
concrete huts or mud huts. 

Mrs. Boiron. Have they built those themselves? 

Mr. Garprner. They built them themselves with some help from 
UNRWA, but it has been done very economically, indeed. As you 
know, this population has been maintained, now, for 6 years at the 
cost of approximately $25 million per year. Our share has only been 
about $15 million. We voted a lot more money than that. That 
money is still on ice against the timie when we can initiate larger 
developments. 

Their food is being supplied, not on a generous basis, but on a basis 
which is tolerable—fairly tolerable, perhaps. Their health has been 
pretty good. Eighty percent of the elementary children are receiv- 
ing education either in UNRWA schools or schools to which UNRWA 
makes a contribution. 

We know that in Syria, increasing numbers of the refugees are 
finding their way into the economy. That is less true in Lebanon, 
but it is to some extent true. 

We know there will be big plans for Iraqi development. There 
may well be, in the course of the next 4 or 5 years, a real demand for 
this type of labor in Iraq, and if that demand, commercial demand, 
exceeds the political forces which would keep the refugees away 
from Iraq, the problem will be eased thereby. 

Certainly, we have programs here where both our United Nations 
funds and our United States funds and bank funds can be harmonized 
for the economic development of this region, which is the only way 
possible to solve the refugees’ problem. 

I am not promising that it is going to be solved, but I say unless 
we have the resources to devote to this purpose, that we have entered 
upon a defeatist course and obviously, never will solve it. 

Mr. LeCompre. Mr. Gardiner, because I didn’t hear you very well, 
1 wanted to ask you again if you would mind repeating what you said 
about $600 an acre. 

Mr. Garorner. The total costs of irrigation development in the 
Jordan Valley, as indicated by this map, Mr. LeCompte, would be 
$42 million. There are 120,000 acres. 

On top of the $42 million, one has to add lateral canals, roads, 
housing, and the like, and a rough estimate of the cost of that pro- 
gram is approximately $60 million to $70 million, including the $42 
million indicated by the engineers. 

Now, that would bring you out at about $500 an acre. While that 
looks very high, it compares, sir, with the price of land up here in 
Damascus of $1,500, and the price of land in the best areas of the Nile 
Delta of 1,000 Egyptian pounds. 

Mr. LeCompre. Would that land pay a dividend on any such in- 
vestment as that? 

Mr. GarprNer. Apparently it will. You have three crops a year. 
You have, now, in parts of this land, the climatic conditions that they 
can get very favorable markets from time to time for special crops. 
And with development in Lebanon, Syria and developments in the 
oil states, a crop of tomatoes will go far to keeping a small village 
alive. 

In the area of Jenin, there is a village known as Beit Qad. The first 
year those people took home cash income per family of 200 pounds. 
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Mr. Prourx. How will the land be distributed ¢ 

Mr. Garprner. That gives us great concern. In the southern valley, 
much of the land is owned by the King. On the Jordan side, much 
of the land is fairly well developed. Partly the waters from the small 
wadis and partly rainfall. 

You have established landowners who are growing wheat and barley 
and horticultural crops. There, one is going to face vested interests, 
undoubtedly. They will wish to develop that land in their way. They 
may not wish to divide it in small plots. This is a very serious prob- 
lem for the United Nations to face in getting the Jordan Government 
in the frame of mind, so that this land will be used, wholly or partly 
for the benefit of refugees who might move in either as landowners 
or as tenants or as agricultural workers. I cannot believe, on the other 
hand, sir, if this much wealth is created that it will not be used to ad- 
vantage in the Near East, that the results in terms of absorbing re- 
fugees in Jordan will not be material. 

Mr. LeCompre. Mr. Gardiner, are the people of Jordan as desper- 
ately poverty stricken as in Israel ? 

Mr. Garviner. I would say they are more at stricken. They 
are certainly more poverty stricken than the Jewish people. 

Mr. LeCompte. Do they have the refugee problem just the same? 

Mr. Garprner. It is a different thing, Mr. LeCompte. 

The Israelis have taken in many refugees. They had many plans 
for the development of Israel. They have a large group of skillful 
people who know how to plan, develop, and execute programs. 

The Arabs are less fortunate in numbers of skilled leaders. Trans- 


jordan was a very poor country, in the old days, when its population 


was only 350,000 to the east of the river. When you impose disaster 
and catastrophe on top of that poverty, you get a very, very difficult 
problem, indeed. 

Mr. LeCompte. What is the population approximately at this time? 

Mr. Garviner. Well, Jordan was approximately 1.25 million, ac- 
counted for by 470,000 refugees, the population of Transjordan, which 
is 350,000 to 400,000, plus the population of Arab Palestine. 

Mr. Pav. Per capita caloric intake in Israel is between 2,600 and 
2,700. In Jordan, it is well below 2,000. 

Mr. Garprner. In dollars, Mr. LeCompte, I am informed that Jor- 
dan per capita income is $100 and Israel $350 per year. I would say 
that would be probably high on the Jordanian side, particularly when 
you have 470,000 people whose per capita income is about $30. 

Mr. Vorys. I have just heard about the Arab Development Society, 
and its head, Musa Alami, and I am looking at a summary or excerpt 
from a report which indicates that this society is a nonprofit organiza- 
tion, and that they proposed development in the Jordan Valley, but 
their proposals were turned down, so they, therefore, took it upon 
themselves and got about 4,000 acres lying west of the Jordan in the 
vicinity of Jericho, and this was placed at their disposal because it 
had been considered by the former Government of Palestine as devoid 
of surface or underground water, and untillable, also, because the 
ground was permeated with salt. 

At the end of 3 years, 2,500 dunams of barren and saline land has 
been made tillable. How big is a dunam? 

Mr. Garpriner. About a quarter of an acre. 
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Mrs. Bouton. They say a lot of cotton, potatoes, and vegetables have 
been planted, and that there is now flowing water, there. 

_I confess that I hadn’t known about this Arab Development So- 
Catt This report says they still have a considerable program going 
ahead. 

Mr. Garprner. It is flowering. There is a great Arab in charge of 
that named Musa Alami. He did this with his own funds and with 
funds from Iraq. He has demonstrated that that part of the Jordan 
Valley should not be condemned. Other people have started to copy 
him, and it is a very hopeful development. 

He is being helped, now, by the Ford Foundation. 

( Discussion off the record.) 

Mr. Garpiner. It has been a little hard for either the U. N. or the 
United States, as a matter of fact, to provide him with direct assist- 
ance, because here you are working on a government-to-government 
basis, and you must clear with the Jordanian Government. He has 
demonstrated that this is not a pipedream and without his work, we 
might have been much less confident as to the possibilities of this area. 
He is a very wonderful person. He started a small village. In the 
village, he houses orphan children who are being schooled at his ex- 
pense, and it is a very fine group, and a very fine operation. 

Mr. Vorys. Are they refugee children ? 

Mr. Garpiner. They are orphan refugee children. 

Mr. Smiru. Why aren’t people promoting that kind of a program 
throughout the area ? 

Mr. Garvrner. I think that is what we hope to do. 

We can point out 3 or 4 other villages, one at Marj Naja and one at 


Beit Qad, all of which are promoted by the U. N. They are villages 
in the northern sector of the Jordan Valley, on the Jordan side, where 
a local initiative, less dramatic, perhaps, than Musa Bey’s is develop- 
ing in the settlement of refugees. 
{rs. Bouron. May 1 ask Mr. Smith and Mr. Prouty whether they 
went there ¢ 
Mr. Proutry. Yes, we did. It is an smating development. I don’t 


know about the economic feasibility ; I don’t know how much it cost, 
but there are orange groves and cotton and everything imaginable 
blooming right out in the middle of the desert, irrigated by wells, 
incidentally. 

Mr. Vorys. I was interested in it for the very reason that the U. N. 
and the United States, apparently, weren’t doing anything, and here 
was something that was going under its own steam out there. 

Mrs. Botton. It is a very exciting thing. 

Mr. Vorys. Is there much hope for that? 

Mr. Proury. There is another development, far less advanced, 
which is going on in the Syrian desert, I believe, which contemplates 
settling refugees in that particular area. 

(Discussion off the record.) 

Mr. Vorys. There are a lot of places in the world where a lot of 
good things are going on, carried on by people who don’t think much 
of the government in power. That is all right, isn’t it? 

Mr. Garptner. I quite agree, Mr. Vorys, except when you are 
faced with a diapinted population of 850,000 people, you may wish 
to try to bore with a bigger auger. 

Mr. Vorys. I agree this project can’t absorb all of them. 
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Mr. Smirn. We have been working on this refugee thing for a 
long time, and we haven’t made much progress. The team told us 
over there that they are discouraged. 

Mr. Garpiner. I agree. It is a very discouraging proposition. It 
is how to find more projects. 

Mr. Prouty. Do you know the cost of the Musa Alami development ? 

Mr. Garpiner. I think the cost of the Musa Alami project was about 
£250,000. 

Mrs. Botron. He put everything he had into it. 

Mr. Vorys. This summary says the Arab League approved of the 
society and gave it its blessing, and Iraq contributed materially for 
2 consecutive years. In 1946 the equivalent of $600,000, and in 1947, 
100,000 dinars, whatever that would be. 

Mr. Garprner. That substantially confirms my figure. 

Mr. Proury. What is the cost on an acreage basis; does anyone 
know that ? 

Mr. Garprner. Well, Mr. Vorys said the acreage was something 
less than 1,000; is that correct ? 

Mr. Paut. 600 acres, we think. 

Mr. Garprner. That is so far developed. 

Mr. Vorys. They have a lot of other things going on apparently. 
As you say, these schools for orphans in addition to this reclaiming 
of land. 

Mr. Provury. There are not a great many boys there, as I recall it. 

Mr. Garprner. About 100. 

Mr. Pavut. He wants to take in some girls now. 

Mrs. Botron. If I remember correctly, there was a discussion of 
the land he would be permitted to take. It was thrown at him by 
Jordan because they didn’t think he could do anything with it. The 
wouldn’t help him; they wouldn’t do anything for him; so he rod 
it and did something with it. 

Mr. Smirn. I would just like to make this observation, that when 
the government gets out of the way the people, some way or other, 
find the answers. That is the American story. Did you meet him 
down there, Mr. Prouty ? 

Mr. Provry. No; he was sick. We met his principal assistant, I 
believe, who was a very fine person. 

Chairman Cutrerrietp. Are there further questions? 

Mr. Burueson. Mr. Chairman, I was interested in the questions by 
Mr. Javits concerning the present and past policies in the Middle East. 
Obviously, there is considerable emotion, not to mention domestic 
politics, connected with our actions in that area. Especially is this 
true as it relates to Israel. Eventually, however, that gets down to 
dollars and cents, and right away we shall be dealing in dollars and 
cents in matters of grants-in-aid to the countries of the Middle East. 

It seems to me, Mr. Chairman, it would be helpful if we could have 
some idea as to how much money has gone into the Middle East, from 
what sources the funds were collected, and the exact countries benefited. 
We should also be entitled to know how and for what the money was 
spent. The sale of bonds of Israel and German reparations payments 
should be a part of these calculations. 

Then there are the Export-Import Bank loans, and the ones most 
elusive are the private contributions to Israel for which credit is given 
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on income tax to the contributors in this country, which means money 
out of the taxpayer’s pocket. 

Now, I don’t know Cosa we are going to get a figure on this item, 
but there must be some estimate. I understand, of course, we can’t 

go to the Bureau of Internal Revenue and look at everyone’s income- 
tax returns, but it seems to me it would be helpful if there was an 
estimate. I have heard many unsupported guesses. If United States 
assistance is based on need, then we should know what the need is after 
considering funds from all sources and how they are used. Kmo- 
tionalism should be eliminated and the term “need” be clearly defined, 
the assumption being that we build toward strength against Com- 
munist expansion. If that is our purpose, then I think we should put 
it out here on the table and look at it in dollars and cents. 

Now, I address my question to the committee: Is that a reasonable 
request ¢ 

Mr. Chairman, I would like to get some idea about these moneys 
which are going into the State of Israel when we get to the matter of 
considering dollars and cents in grants-in-aid. 

Chairman CurrerrieLp. Do you care to answer that, Mr. Gardiner? 

Mr. Garprner. I would like to attempt to respond to that, Mr. Chair- 
man. The contributions we have made to the Arab refugee program, 
as such, through the United Nations, to date, total $124.5 million. 
Now, that money has not all been spent. There is a balance remain- 
ing in the coffers of UNRWA and the actual expenditure of those 
funds is of the order of $90 million. 

On top of that, assistance granted to the Arab States for the period 
fiscal 1946 through 1954—and it is all in these recent years, as you 
know—amounts to $87.5 million; $48 million technical assistance, 
$3 million exchange of persons, and $36 million loans and credits. 

Now, turning to Israel, the technical assistance figure is $6 million. 
Grant-economic aid totals $209 million, and the credit from the Export- 
Import Bank totaled $135 million. That gives a total of governmental 
assistance, direct, of $350 million. 

Now, to that, sir, one would add, perhaps, about $120 million of 
bonds subscribed by the local community, Israel independence bonds, 
and on top of that, the contribution through the United Jewish Appeal, 
which, I think, a fair average would be, say $50 million a year, for the 
6 years, $300 million. 

Now, those contributions, of course, are deductible for purposes of 
tax computation and they certainly have a bearing on our income-tax 
structure. How to evaluate or appraise that, I do not know. It is 
very difficult, that calculation, obviously. That appears to be the total 
assistance to Israel for this period that we can trace, except for 
German reparations, which is not directly our business, and I think 
that there you would add on probably a figure of the order of $100 
million today, out of $714 million which the Germans have sub- 
scribed to. 

Mr. Burteson. I am not sure it is not our business, because, although 
it is true enough that the settlement of claims of this country against 
Germany was prior to the establishment of the measure of reparations 
to Israel, surely it is reasonable to believe that such an arrangement 
may have been in mind when the settlement was made, but I think 
that is more or less beside the point. 
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Now may I ask if we arrive at the need pape by comparing 
Israel with the total of the Arab States? When we say “Arab na- 
tions,” we are taking in a great territory—that was the general ques- 
tion of Mr. Javits—as if the Arab States were as cohesive or as much of 
an entity as is Israel, which is certainly something not reasonable 
to accept. In other words, why not make a complete separate ap- 
praisal of Israel as related to Jordan; Israel as related to Syria; as 
related to Iraq, Lebanon, and so forth ¢ 

Now, it seems to me that is the light in which we have to look at the 
situation. Are we requested to make grants to Israel on the basis of 
population, on the basis of need, on the basis of potential defensive 
power against a potential enemy, or how do we arrive at those things? 

Mr. Garpiner. I think in the case of Israel, sir, there is a demon- 
strated need and a demonstrated ability to make use of aid under 
general plans to which this Government would subscribe—not in every 
detail, but in generality. Israel needed the money and could use the 
money. And most dramatic, perhaps, were the supplies of food which 
have been shipped to Israel through financial sources generated in part 
through our aid program. There is no such case of need to feed Syria. 
Syria happens to have a surplus of grains at this time, 

Now, the other issue where the Israelis were ahead of the Arabs was 
in their development programs. We are struggling pretty hard, I 
think, you will agree, to get something started in Jordan and some- 
thing started in Gaza. 

The reason we have not spent money previously voted by the Con- 
gress for those purposes is because we have not had our engineering 
ready yet. Perhaps when our engineering is ready, there may de- 
velop Arab attitudes which will make it easy or difficult for us to 
spend this money, but the real inhibition has been that there were not 

rojects ready. The Lebanese project for the Litani is not ready. 
Ve have spent 3 years preparing engineering plans. I: Syria we 
are a little closer to being ready, and I think we would have made 
progress this year in Syria had it not been for the intervention of 
political considerations involved in the withdrawal of General Shi- 
shakli’s government from the scene. In Iraq, which has the greatest 
potential and the greatest possibilities in the development of the Tigris 
and the Euphrates. The Iraqis are putting their own moneys gen- 
erated from oil royalties into development. Seventy percent of their 
oil royalties will go into economic development. 

I am told by an American who is on the Iraqi Development Board 
and taking a very leading part in their discussion, that as he see it, 
there will be ample money in Iraq for the next 4 or 5 years. There- 
after, the pace of development may outrun the availability of funds. 
In that case, Iraq would have to be considered in terms of loans, in the 
first instance, and perhaps of grants. Who knows? That is a long 
way off. They have money now, which is accumulating in their de- 
velopment fund against the time when they can execute contracts for 
the development of those two big rivers, and for other developments. 

Now, Iraq clearly doesn’t need the money. I agree with you, sir, 
that our interest in this area is displayed opel by our allocation of 
funds. But that cannot be the only test. It is not the test in allot- 
ting funds to other areas of the world. We give to people where we 
think it is in our interests to give it to them, where they can use it 
and where they need it. Conspicuously, in recent years aid to France 
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has far exceeded aid to other European countries with whom we are 
on most friendly terms. That aid can be granted without causing 
friction of a political nature. We don’t equate England and France, 
England and Germany, England and Belgium. 

ow, we are hoping that as time goes on, we can use funds to better 
advantage in the Arab States, and the program which you are con- 
sidering, the regional program for $130 million, would provide for 
aid to Israel, as Mr. Paul has testified [security deletion] and aid to 
the Arab States [security deletion]. In addition to that, this year we 
are asking the Congress, if they please, to carry forward the unspent 
appropriation that comes from fiscal year 1953 to the Arab refugee 
program, which is estimated to amount to $29 million at the end of 
this fiscal year, and also to carry forward an authorization of $30 
million for the Arab refugee program, to indicate our continuing 
interest in the program and to make it possible, if these major projects 
develop quickly during the current year, for us to seek the further 
funds from the Appropriations Committee. 

Mr. Burieson. Mr. Gardiner, from what you said, it is perfectly 
obvious that insofar as the physical matters with which we have 
been dealing are concerned, that is, the development of natural 
resources and economic development generally, the Arabs haven’t 
had the leadership necessary for any rapid advancement. We are 
well aware of that. But we are still talking about policy and 
equality of treatment. I know there must be numerous factors to 
be considered, but it appears from very loose estimates that Israel 
has received at least 15 to 1 in aid on the basis of population. This 
may be entirely meaningless for comparison, but surely it is an im- 
portant factor. More specifically do we know how Israel is using 
the private contributions; for example, funds received through the 
United Jewish Appeal ? 

Mr. Garptner. We have a good idea, sir, as to the sectors to which 
the Israelis direct their resources. Perhaps Mr. Paul could speak 
to that. 

Mr. Burtrson. I understand some of it has gone into arms and into 
various military items, as well as industrial equipment. I under- 
stand it has not all gone for food. 

Mr. Garprner. There is no question about that. 

Mr. Pauw. The funds they have received through the United Jewish 
Appeal, just as the funds they received through these bond drives, 
have made up the pool from which they meet their defense as well 
as their other requirements. I think the best way of giving you 
an answer on that, Mr. Burleson, would be to give you a breakdown 
of their budget, as we have it, the amount they are spending for 
development assistance as against “other” over a period of years, 
and I think through that you can see pretty much the distribution, 
but I don’t think you could pull out any one source of funds. We 
can trace our funds definitely into projects and determine the com- 
modities, but I don’t think you ir take the United Jewish Appeal 
contributions and do the same thing. 

Mr. Burteson. Bear in mind we started out talking about policy. 
That is still what we are talking about. 

Then, if funds collected by the United Jewish Appeal are used for 
defense and for general economic development, they should definitely 
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be taken into account in arriving at need and it seems that need 
must be made up of a great many elements, as it relates to this 
»olicy of equal treatment. As for costs to the American taxpayer, 
it should be remembered that it costs him money when contributions 
are deductible for this philanthropic purpose, even though tanks 
and planes and guns are purchased. 

Mr. Garptner. That would only be indirectly. Undoubtedly the 
Israel financial sources become a pool of money, and the more money 
that finds its way into that pool, the greater are the possibilities for 
purchases of all kinds. 

Mr. Burteson. When the dollars in the barrel are stirred you can’t 
identify each, but nevertheless, those exempt contributions, as are 
the reparations payments, become available for any use. Why should 
this committee not take into consideration all these other contribu- 
tions when we are considering grants-in-aid on that basis? 

Mr. Garvrner. I think you should. 

Mr. Paut. Yes, sir. 

Mr. Garorner. Incidentally, you may be interested to know that 
there has been some testimony before the Senate Finance Committee 
upon the deductibility of such contributions, very recently, yes. There 
have been public hearings, I believe, on our tax structure as a whole, 
and there has been testimony on this particular point before Senator 
Millikin’s committee. 

Mrs. Bourton. Mr. Chairman, may I get into this a little bit. Do 
we know what proportion of Israeli money goes into their army ? 

Mr. Garprner. We testified, Mrs. Bolton, I think, that the total is 
about $60 million in a typical year of 1952, which is the most recent 
figure based on exchange rates current in that year. 

( Discussion off the record.) 

me Botton. May I ask what proportion of women are in their 
arm 

Commins Stewart. I don’t believe I have that. 

Mrs. Botton. Would you mind getting that and see what purposes 
they serve in the Army and what training they have? 

General Srewart. Yes, ma’am. I don’t have that right here. 

Mrs. Bouron. Mr. Chairman, we have been told so many times that 
Israel is the one democratic state of the area. I would like to know on 
what basis she claims to be a democratic state. 

Mr. Garprner. I would assume, Mrs. Bolton, it is on the basis of a 
highly literate population, a representative government, a free press; 
they are all elements that go to make up—— 

Mrs. Boron. A theocratic state. 

Mr. Garptner. Not necessarily a theocratic state. On the theocratic 
side it is interesting to know that only about 15 percent of the popula- 
tion is orthodox in religious tenet. 

Mrs. Botton. But, their laws are very theocratic—of marriage and 
so on, and of citizenship and property of all kinds. They are certainly 
definitely so iedleek 

Mr. Garpiner. The government is primarily influenced by the freely 
expressed will of the population, that is probably substantially true. 
It is probably more true in Israel than it is in the Arab world. 

Mrs. Bouton. Very definitely. 

Also, what about their being such a bulwark against Russia? Haifa 
was at one time the center of Russian propaganda. I believe there is a 
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great deal that goes out from Tel Aviv. We know that it is accurate 
that the sending of military information to our people in Syria was 
stopped because it went directly to Moscow. Although that was de- 
nied at this committee table we afterward secured corroboration for it. 
This would seem to weaken the much-talked-of bulwark. It troubles 
me very much, Mr. Paul and Mr. Gardiner, the divergence of informa- 
tion. May I ask that you be gracious enough to look into the situation 
very, very carefully about the Battle Act. 

Mr. Garvrner. We shall do that. 

Mrs. Bourton. I would also like to ask that we have a little presen- 
tation of point 4 in Israel before we are through. 

Who has been the director, the eubntty director ? 

Mr. Pavcw. Mr. Bruce McDaniel has been our country director and 
we have recently appointed—Governor Stassen has recently ¢ appointed 
a successor to him—Dr. Lincoln Hale from Indiana. Dr. Hale is 
leaving for Israel right after commencement. We hope Mr. McDan- 
iel will stay there long enough to familiarize him with the personnel 
and the problems, after which he will be leavi ing. 

Mrs. Bouron. Which will be the best thing for the United States, if 
I may say so. And I think that some of the reports that come out 
of the lack of program, the lack of use of the people who have been 
sent over, is something that should be looked into with a great deal 
of care. 

Chairman Curprrrrevp. Are there any further questions? 

Mrs. Borron. We were told, as I remember it, in one of the early 
hearings that they have a factory—is it ceramics?—where costs of 
production are very high, materials being brought in from great 
distances. 

Mr. Pauw. They hi: = such a plant in Beersheba and 1 or 2 other 
places in the country. I don’t have at my fingertips the amount of 
imported components that go into that, but I could find it out. 

Mrs. Bouron. I couldn’t find it in the testimony, but I thought it 
had been reported here that there has been great extravagance and 
that they didn’t care what they spent. 

Mr. Pau. There have been certain industries and whether ceram- 
ics is one, I will check. 

Mrs. Botton. I would like to know what industries have been 
casual about the extravagance with which they proceed. 

Mr. Pavt. I think I can find that out for you. 

I think of one example which has been criticized: An auto assembly 
plant which Kaiser-Frazer has set up in the country which is at the 
moment using a large percentage of imported components. The Israeli 
claim that this will be progressively reduced and although they don’t 
ever aspire to complete an automobile, there, they feel that the com- 
ponents can go down to a very small percentage. However, I would 
like to get you some data on that. 

Mrs. Deiter. That is Kaiser-Frazer and not Israeli, is it? 

Mr. Pauw. The ownership is in Israeli hands. 

Mrs. Botton. I know this fall I was talking a little bit about it 
with Henry Ford and found that they had not gone forward with 
their arrangements because they couldn’t get anything that was at all 
satisfactory. 

Mr. Pavt. The reason I said Kaiser-Frazer is, they are using their 





prototypes and building jeeps and I think there is some Kaiser-¥razer 
financial interest init. It is not controlling. 

Mrs. Bouron. Thank you very much. 

Chairman Cuirerrretp. Mr. Vorys. 

Mr. Vorys. I wonder, Mr. Chairman, whether we are sufficiently 
far along that we can leave this area for a while, or is there something 
that the presentation team would care to present that we have not 
interrogated them about ? 

Mr. Pav. I’m afraid I have not as yet testified in any detail on the 
individual country programs in the Arab States or Africa, and we also 
have Greece and Turkey. I know General Stewart has some material 
he would like to bring before the committee on Greece and Turkey, and 
I have some on the defense support side for those countries, as well. 

Chairman Cutrerrtetp. As I understand it, we will not have a 
meeting tomorrow because the President is coming up to the Hill to 
dedicate a frieze in the rotunda of the Capitol, and it has been re- 
quested that no committee meetings be held. 


STATEMENT OF GLEN LLOYD, DEPUTY TO THE DIRECTOR, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Luoyp. This area would require the better part of another 
session. 

Mr. Vorys. We have spent about 7 days on this area. While this is 
an extremely important area, it seems to me that we almost have 
to proceed to hear about some place else. 

Mrs. Botton. Mr. Chairman, I just say this: Mr. Vorys has several 
times told us and reminded us of what all of us feel very strongly, 
that this is a policymaking committee. How can we make policy 
unless we know background? How can we know background unless 
we take time to hear about these things? Policy isn’t all made up 
of dollars. These ephemeral plans—these illustrative setups could be 
useful, for we have to know something about the countries, don’t we? 
Oram [all wrong? 

Mr. Vorys. Of course, Mrs. Bolton, we have all been furnished rather 
complete statements about the present economic status of all of the 
countries in our program and narrative statements of the present 
situation and somewhat detailed statements of the proposed programs 
in each country. Now, it seems to me there isn’t going to be time 
enough before we adjourn this summer to go over all these places in 
detail in our hearings. 

Mrs. Bouron. All of the places aren’t such grave matters as this 
particular area. Certainly we should know about Turkey and we 
should know about what is going on in the military on these things. 

Mr. Vorys. I was hoping that we could go ahead and start the 
total program in Europe on Wednesday. Maybe we should continue 
on with this, but if we have the Secretary tomorrow afternoon, you 
can see what the situation is. 

We intended to start with Europe tomorrow morning and then it 
was put off a day. 

Mr. Luoyp. Off the record. 

(Discussion off the record.) 

(Whereupon, the committee adjourned at 12:45 p. m., to reconvene 
at-10-a.m., Wednesday, May 12, 1954.) 





THE MUTUAL SECURITY ACT OF 1954 


WEDNESDAY, MAY 12, 1954 


House or REPRESENTATIVES, 
ComMMITTEE ON Foreign AFFAIRS, 
Washington, D. C. 
The committee met, in executive session, in room G-3, United States 
Capitol, at 10:20 a. m., Hon. Robert B. Chiperfield (chairman) 
presiding. 
Chairman Currerriretp. The committee will come to order. 
Mr. Merchant, will you proceed ? 


STATEMENT OF HON. LIVINGSTON T. MERCHANT, ASSISTANT 
SECRETARY OF STATE FOR EUROPEAN AFFAIRS, DEPARTMENT 
OF STATE 


Mr. Mercuant. Mr. Chairman, I thought I might just mention 2 or 
3 developments since I was last here, in which I think the committee 
would be interested, and then expose myself, as usual, to questioning. 

The first matter which I thought would be of interest was to report 
that about 2 weeks ago there was concluded by the United States 
Government, with the representatives of the Coal and Steel Com- 
munity, a loan of $100 million to the Coal and Steel Community by 
the United States Government, of which the terms were interest at the 
rate of 3% percent a year over a period of 25 years. By agreement, 
the proceeds of the loan would be confined principally to projects 
designed to increase the production of the raw material resources of 
the Community—that is, coal, coke, and iron. Also, a part might be 
devoted to improvement in miners’ housing projects aa the develop- 
ment of so-called pithead power stations which are peculiarly de- 
signed in Europe for the effective utilization of very low-quality 
coal which is not worth transporting to distant markets. 

Jean Monnet, whom the committee knows was the chief negotiator 
for the High Authority of the Community, and on the United States 
side the negotiations were conducted by Secretary Dulles, Secretary 
Humphrey, Governor Stassen, and representatives of the Export- 
Import Bank. 

thought the committee would be interested in this, knowing the 
interest it had shown last June at the time the committee replied to 
the letter addressed to the chairman of this committee by President 
Eisenhower, reporting his deep interest in the Coal and Steel Com- 
munity, and his hope and expectation that a later request for con- 
sideration of a loan to the Community would be sympathetically con- 
sidered by the United States Government. 

The second matter which I thought I might briefly mention is one 
with which the committee is thoroughly familiar, and on which I 
never fail to make a report when I appear here. That is the status 
of the ratification of the European Defense Community Treaty. 
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As you know, the four members of the Community other than 
France and Italy have already ratified or completed the ratification 
process. 

The situation in France is not greatly advanced, although some 

rogress has been made, since the last time I discussed this with you. 

ou will recall that for some months now it has been clear that there 
were four requirements for parliamentary consideration, four re- 
quirements set forth by the present and predecessor French Govern- 
ments. These requirements were ones that were considered politically 
necessary from the French point of view to be met before the ratifica- 
tion debate in the French Parliament could go forward with any real 
hope of a satisfactory result. 

One requirement was a statement by the United Kingdom as to 
the nature of its association with the Community. Another was a 
statement by the United States as to its basic attitude toward the 
Community. The third was a settlement of the Saar dispute with 
Germany, and the fourth was an agreement by the French Cabinet 
with respect to its intention to advance the European political com- 
munity and, in particular, a commitment by the French Cabinet to 
move promptly in the direction of all European elections to the As- 
sembly, which is provided for under the European Defense Com- 
munity Treaty. 

The reason for this last requirement, as you know, has been the 
position of the Socialist Party, whose one-hundred-odd votes are 
decisive or are presumed to be decisive in the ratification debate. It 
has been believed that if a satisfactory declaration concerning all Euro- 
pean elections was made by the 6 Foreign Ministers of the 6 countries 
signatory to the European Defense Community Treaty, the Socialist 
Party, as a group, would then be in a position. to support the treaty 
in the debate and vote for its ratification. 

Three of those four conditions have been fulfilled in the last few 
weeks. Three of these so-called requirements have been apparently 
met to the satisfaction of the French Government, and the one open 
item is a settlement with Germany on the Saar. 

There has been very real progress made in the Saar negotiations, as 
we understand them, between the French and German representatives 
in the last few weeks, and whereas the difficulties are very real on 
both sides, and whereas Chancellor Adenauer has had some sharp 
questioning recently on this subject in the Bundestag, I think not- 
withstanding that, we are justified in believing that there is a very 

ood prospect that a satisfactory settlement between the German and 
Frene 1 Governments will be reached. 

The timing of the Socialist Party Congress has disappointingly 
resulted in a still further delay as to the earliest possible date on whic 
the ratification debate can occur in the French Parliament. The 
Socialist National Congress won’t meet until May 29 and 30, and it is 
the judgment of the Government that it would be unwise to schedule 
the debate in advance of the conclusion of that congress. In an 
event, as I imagine the Secretary explained yesterday, the Frenc 
Government and Parliament have been so absorbed in the Indochina 
crisis since the return from the Easter recess, that it is dubious whether 
they could have, in fact, considered the matter of the ratification of 
the treaty, even had all the preconditions been completed. 
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Let me briefly describe the situation in Italy. The Italian Govern- 
ment has submitted to its Foreign Affairs Commission the legislation 
which would be required for the pascage or for the completion of the 
ratification, and that legislation is now in process of consideration by 
the Commission. It is difficult to calculate with any accuracy the 
time scheduled for ratification in Italy. I think, however, that unless 
the Italian Government is prepared to move with energy and, I might 
say, a real sense of urgency on the matter, the prospects are that it 
would be impossible to complete ratification before the fall, in other 
words, before the intervention of the summer recess. 

Although the Government has never publicly and directly linked 
the Trieste settlement with the ratification, I think it is a political 
fact of life in Italy that a vote on the EDC Treaty, in advance of a 
satisfactory settlement of Trieste, would be precarious, whereas if it 
came after a satisfactory settlement of the Trieste matter, there would 
be little doubt, I think, as to the ratification by a satisfactory margin 
in the Italian Parliament. 

Then, one point I did want to make is that in the light of political 
developments and, in particular, the continuing delay which has been 
encountered in France and in Italy, on EDC ratification, Secretary 
Dulles has further studied and reviewed the question of the so-called 
Richards amendment. 

The Secretary’s present feeling is that in the present circumstances 
and in the light of our obviously continuing interest in early passage 
of the treaty, it would be undesirable to remove the provisions which 
were established last year under the so-called Richards amendment, 
provided that some device or method can be found under which those 
countries, members to the EDC treaty, which have already ratified, 
were not penalized by reason of the failure of two of their partners so 
to act. 

Chairman Currerrietp. Would you have objection to what you have 
just said being sent to Mr. Richards? 

Mr. Mercuant. No, not at all, sir; if I could have a chance first 
to check it for grammar, at least. The third point I thought I might 
mention briefly, because I understand it was not gone into in any detail 
yesterday with the Secretary, was the situation with respect to Trieste. 

For some 4 months, now—and Mr. Chairman, I might say at this 
point, that I can say something on the record, but I could maybe give 
you a better picture of where we stand off the record. 

Chairman Currerrrevp. Just take it right off. 

Mr. Mercuant. Why don’t I take it all off the record. 

(Discussion off the record.) 

Mr. Mercuant. Those were the 3 points, Mr. Chairman, or 3 matters 
that I thought I might go into briefly with you. I would be delighted 
to try to answer any questions that the committee may have, on those 
or other matters. 

Chairman Currerrietp. Mr. Vorys. 

Mr. Vorys. I wonder, Mr. Chairman, if we couldn’t continue with 
the presentation team before we have questions? 

Chairman Currerrietp. Very well. 

Mr. Vorys. If we start questioning, we may not get the overall 
picture placed before us. 

Chairman Cuirerrietp. Doctor FitzGerald. 
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STATEMENT OF D. A. FitzGERALD, DEPUTY DIRECTOR FOR OPER- 
ATIONS, FOREIGN OPERATIONS ADMINISTRATION 


Mr. FrrzGeratp. Mr. Chairman, I thought I would cover the eco- 
nomic situation in Europe very briefly, because I expect the committee 
is as familiar with developments in Europe, in general, as we are. 

I thought I would take up the economic situation and developments 
during the last 12 months, and some of the prospects for the future, and 
relate them, again very briefly, to our proposals for assistance to 
Western Europe this year, on the economic and technical assistance 
side. 

During the last 12 months, the economic position in Europe has 
improved considerably. If you care to, turn to page III-6, volume I. 
In the lower left-hand corner of that page in volume ITT is a small 
chart showing the trend in industrial production for the last 6 years, 
and as compared to prewar. You will note that after a leveling off in 
1952—these, incidentally, are calendar years—production in 1953 in- 
creased some 5 percent—some 6 points—with the principal increases 
being in Germany and Italy and the Netherlands. Two countries, 
only, did not improve in 1953 as compared to 1952. 

One was France and the other was Belgium, where industrial pro- 
duction in 1953 is still slightly less than it was in 1952. 

As a whole, however, European industrial production is moving 
forward at the present time steadily and in our opinion holds prospects 
of continuing to do so in the months ahead. 

In part, because of that increased industrial production, and in part 
because of the extraordinary payments being made to Western Europe 
during the last year, and expected during the current year, the finan- 
cial position of Western Europe has improved substantially during 
the last 12 months. 

In the upper right-hand corner of the same page, you will see a 
chart showing the gold and short-term dollar assets of Western Eu- 
rope. These assets increased by something over $2 billion in calendar 
year 1953 and during the first 4 months of 1954, they have been 
increasing at substantially the same rate. Gold and dollar hold- 
ings of Western Europe, now, are larger than at any time since the 
end of the war, although in terms of trade and price levels, gold and 
dollar holdings of Western Europe are still substantially below what 
they were in 1938. In 1938, gold and short-term dollar assets 
amounted to about three-quarters of the annual imports of Western 
Europe. Currently, these gold and short-term dollar assets represent 
about a third of the annual trade of the countries concerned. None- 
theless the improvement has been very noticeable and has, as a con- 
sequence, resulted in not only increased trade within Europe, but has 
also resulted in many European countries somewhat releasing or eas- 
ing their dollar restrictions during the last 12 months. 

Sienhean has put over 2,000 commodities, including commodities 
from the dollar area, on the free list. The United Kingdom has put 
many of the raw materials, including most of the agricultural prod- 
ucts, on the free list, and no import licenses are required to import 
grains and a large number of other commodities, and before the end 
of this calendar year will have put cotton on the free list. 

Last week I attended a meeting of the Council of Ministers of the 
Organization for European Economic Cooperation, and one of the 
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items on the agenda was a further expansion in dollar trade by West- 
ern Europe. 

The Council, at an earlier meeting, had established a committee 
to make a study of the present status of dollar trade of Western Eu- 
rope and had reported to the Council at its meeting last week. 

In part at our recommendation, strongly supported by the Cana- 
dians, the Council passed a resolution instructing the staff of OEEC 
to complete its studies on dollar liberalization of trade within the 
next 3 or 4 months, and to come up with some specific targets for 
expanding that trade and of easing dollar restrictions. We will, in 
view of the relatively strong position of most European countries, 
insofar as their dollar assets are concerned, want to continue to en- 
courage Western Europe to remove restrictions on dollar imports as 
rapidly as its financial position permits, and we think that they can, 
now, move along reasonably rapidly in that direction. 

It is not going to be, of course, something that can be done over- 
night. There are, as the committee well knows, a great many restric- 
tions, import licenses or exchange controls, on dollar imports yet, 
but they are being eased, and we believe they can be eased further in 
the next 12 months. 

One of the reasons why the gold and dollar position of Western Eu- 
rope has been improving during the last 12 months has been a sub- 
stantial increase in what we call extraordinary dollar receipts by 
Western Europe. Those dollar receipts grow out of three types of 
expenditures in Europe, (1) those of the Military Establishment, in 
respect of the operations of the military forces in Europe. A second 
one is the payments against offshore procurement contracts which are 
now accelerating, and the third is receipts as a result of commodities 
moving out of the old economic-aid pipeline. 

There is a summary table on page III-28 of the first volume, which 
shows the extraordinary United States dollar expenditures in Eu- 
rope for fiscal year 1953, and estimates for fiscal year 1954 and fiscal 
year 1955. 

The actual expenditures in Western Europe, including Greece and 
Turkey, in fiscal year 1953, amounted to just under $214 billion. We 
estimate it will run $2.75 billion during the current fiscal year, and 
forecast it at $3.3 billion in fiscal year 1955. 

Turning, again, to page III 6, I call your attention to the center 
chart on the lower half of the page showing actual and estimated de- 
fense expenditures during previous years, and the forecasts for 1954 
and for 1955. Those expenditures—and this is an expenditure basis, 
not an obligation basis—expected to be maintained this year at the 
high level of fiscal year 1953, and we forecast some further slight in- 
crease in the defense expenditures in fiscal year 1955. Most of that 
increase is, as you will note, anticipated for the Federal Republic of 
Germany. Whether those expenditures materialize, or not, of course, 
depends in part upon matters which Secretary Merchant previous] 
mentioned, namely, the ratification of EDC, and our ability to ian 


with the Germans to begin the defense buildup in that country. If 
EDC were, for any reason, not to be ratified, the estimate for 1955, 
of defense expenditures, might be high by perhaps $1 billion or so. 

As a consequence of the improvement in the European situation, 
and in my opinion capitalization of the efforts that Europe had made 
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over the past 5 years, materially assisted by the United States, the 
program that we are submitting for your consideration in fiscal year 
1955 is the lowest that we have ever come before this committee with, 
and is very sharply reduced from last year. 

I think it is fair to say that it represents just a tag end of a program 
which we started several years ago. In view of the fact that we have 
been able to finance the $100 million loan to the Coal and Steel Com- 
munity, from fiscal year 1954 funds, we are submitting for your con- 
sideration requests for only $172,500,000 for all of Europe, this year, 
outside of the military. 

We will be submitting to you, Mr. Chairman, corrected pages. A 
number of them will have to be corrected in view of our ability to 
finance the CSC loan this year. For example, on ITI, page 1, there is 
a summary of program by function. The item of $50 million shown 
in the right-hand column for fiscal year 1955 will be eliminated, and 
the total for that column reduced from 947.7, which includes mutual 
defense assistance, down to 897.7, and other changes will be made 
in other parts of the book where required. 

The 5 remaining programs which add up to this $172 million are 
a program for the United Kingdom of aircraft production of $75 
million; a program for Yugoslavia, of $20 million for direct forces 
support, and $15 million of mutual defense support. 

The program for Berlin, mutual defense support of $25 million, 
and for Spain, $30 million, and a small program to continue on a sub- 
stantially reduced scale, our technical exchange program with the 
Western European countries. 

I assume, Mr. Chairman, that you will want to discuss the country 
programs at a later date, but I just wanted to give you that summary. 

The rapid decline in the requirements of Western Europe, both for 
mutual defense assistance and for defense support and other assistance, 
is illustrated on page ITI-2, which on the left-hand side shows the 
decline in appropriations and the forecast decline in program and on 
the right-hand side compares in detail the program for fiscal 1954 
and fiscal 1955. 

Mr. Chairman, that seems to me to be an adequate summary for 
the committee at this moment, unless there are further questions. 

Chairman CurrerrreLtp. Thank you very much. 

General Stewart. 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, UNITED STATES 
ARMY, DIRECTOR, OFFICE OF MILITARY ASSISTANCE, DEPART- 
MENT OF DEFENSE 


General Stewart. Mr. Chairman, this committee has, on numerous 
occasions, indicated a great deal of interest in the management of the 
military assistance program. We have constantly sought to accumu- 
late management information. It is very difficult to know what you 
are doing if all you have in front of you is a list of items in a bunch 
of programs. 

As a result of this, we started about 10 months ago on a very inten- 
sive study as to future costs. For this purpose, we employed an or- 
ganization that works for the Army known as the Operations Re- 
search Organization, and it, in turn, is a part of Johns Hopkins 
University. 
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We have just received an advance copy of their report. It has not 
yet been analyzed and I am not in a position to go into detail and 
explain how they arrived at each of their results, but some of their 
results are so interesting, and I am so anxious to show you that we 
are trying to approach this in an intelligent manner, and that we have 
even gone out and gotten a totally disinterested agency to look at what 
we are doing, that if the committee will permit me, I would like to 
throw up a few charts and show you some of the results that we have 
not yet analyzed. 

I cannot go back of these charts, at the present time, but some of 
the results are so amazing, I thought you would be interested in see- 
ing it. From my point of view, it will indicate to you that we are 
really trying to run the mutual defense assistance program on a busi- 
nesslike basis. 

I don’t have the charts reproduced for individuals, but we have 
them here. Will you put the first one of those up? 

(A seeret chart entitled, “1956 Total Annual Cost To Maintain 
Forces,” was shown. ) 

General Srewarr. According to the calculations of the organization 
that made this study, the maintenance cost of the forces we have con- 
tributed to and helped raise will be as follows: 

For Belgium and Luxembourg, which is the top column, there, 
{security deletion]; Denmark, [security deletion]; France, [security 
deletion). 

Mr. Jupp. This begins with MDAP ? 

General Srewarr. This is the cost to each country to maintain all of 
its military forces that they will have in being in 1956—a mainte- 
nance cost. It includes payment of personnel, modernization, replace- 
ment, spare parts, every cost that goes into the maintenance of forces. 

I think it is rather amazing to note that in the countries of Belgium, 
Luxembourg, Denmark, France, Greece, Italy, Netherlands, Norway, 
Portugal, Turkey, United Kingdom, Yugoslavia, Indochina, Korea, 
and Formosa, that the total maintenance cost is [security deletion]. 
This is the first time we have had any idea of what it would cost. 
Now, that is not the cost to us; that is the total cost. 

With that type of information—that is just the first chart which I 
want to show you—we think there are a lot of things we can do to 
follow this up. 

Mr. Jupp. Now, you say “the total cost.” Does that include such 
aid as we are giving to them, or is that the total cost in their budgets? 

General Stewart. It is the total cost whether we give it to them or 
they pay the whole thing. 

Mr. Harrison. How does that compare with the total cost of the 
United States? 

General Stewart. The total cost to the United States must be 
what the budget is. 

Mr. Jupp. That is not all maintenance. 

Mr. Harrison. I mean for maintenance. 

General Srewarr. This is for everything. This is everything that 
goes into keeping a force in being. It is every item that goes into it. 

Mr. Proury. That is the present force? 

General Stewart. It pertains to the forces that will be in being 
in 1956. 
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Mr. Harrison. How does the force compare with the United States 
force? Can you answer that question? 

General Srewarr. Well, we have, of course, the forces in each 
country, sir. 

Mr. Harrison. I don’t want it in detail. 

General Srewarr. This represents in those countries well over 
[security deletion] divisions. Some of them, of course, are reserve 
divisions. 

Mr. Hays. That is Army only? 

General Stewart. No, sir. The first chart was for Army, Navy, 
and Air Force. 

Mr. Javirs. Does this represent the total military establishment 
of each country, or just the force committed to NATO? 

General Stewart. The total Military Establishment. 

(Three secret charts were shown referring to “Cost To Maintain 
Armies, Navies, and Air Forces in 1956.”) 

General Stewart. This is the same chart, only restricted to armies. 

Mr. Provutry. Percentagewise, what will be the increase in forces in 
being in 1956 over what they are at the present time? 

(Discussion off the record.) 

General Stewart. It is really a rounding-out, rather than major 
increase. 

Mr. Javirs. Do we understand this is all forces in Europe, Asia, 
and everywhere that we have helped under this program? 

General Stewart. It is for 14 countries, accounting for [security 
deletion]. We did not make a detailed analysis of some of the smaller 
countries, but we have an estimate of what that it. 

Mr. Jupp. I wish tomorrow somebody could advise us approxi- 
mately how many men there are. Our Armed Forces are about 3.3 
million. 

Mrs. Ketry. Mr. Chairman, point of order. When I was here 
alone, making the quorum, I was cut off from questioning Mr. Mer- 
chant at the objection of Mr. Vorys who recommended we hear all 
witnesses, then have the questioning period. I request we either go 
back to question Mr. Merchant at this time or resume hearing all 
witnesses. 

Mr. Jupp. The point is well taken. 

Mrs. Botton. The point is very well taken. 

Chairman Currerrietp. General, you may proceed. 

General Stewart. I merely want to show that we are working to 
get some management information. 

The chart we have up here now is for the Air Forces. Next I would 
like to show a chart on personnel in combat units. 

(A secret chart was shown entitled, “Percentage of Personnel in 
Combat Elements, 1954.”) 

General Stewart. This chart shows the percentage of combat forces 
actually in units. 

(Discussion off the record.) 

General Stewart. Some amazing things came out of this study. 

Mr. Jupp. More striking is the contrast between the United King- 
dom and the United States. 

General Stewart. Yes, that is the first thing I questioned. 

(A secret chart was shown on naval forces underway.) 
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General Srewarr. In the navies of the world, using the United 
States as 100 percent—if the United States is taken as your base point, 
then it shows against that base point, the percentage of other countries 
in time spent underway in the Navy. 

If we are 100 percent, that shows, compared to us, what other navies 
of the world do in moving their ships around in training and exercises. 

(A secret chart was shown on Air Forces use of planes.) 

General Stewart. The Air Force people seem to like to fly and it 
comes nearer to comparing favorably with us than any other element. 

General Stewart. This chart shows the use of ammunition in train- 
ing, the amount of POL burned up, and the personnel cost per man. 

Again, taking the United States as 100 percent, the first set of bars 
is the amount of ammunition used by the other countries in training 
their forces. You will note we require a great deal more ammunition 
to train our people than the other countries. Either they are not as 
well trained, or we are using too much. I don’t know which is correct. 

The second set of bars is the amount of gasoline burned up. Again, 
it is all in percentage against the United States. You will note that we 
use a tremendous amount of gasoline compared with the other coun- 
tries and when you get down to the very bottom, there, I don’t see 
how they train their drivers, if that is all they have to burn. 

Mr. Jupp. They are probably still using charcoal burners. 

General Srewart. The last set of bars is the personnel cost per man. 
In United States dollars again, the United States being 100 percent, 
it shows the relative cost per man in uniform of the other countries. 

(A secret chart was shown entitled “Principal Countries—MDAP 
Aid Per Man, All Services.”) 

General Stewart. The next one is one of the most important pieces 
of information in this whole study, tome. This chart shows the cost 
tothe United States. That is, the value of the MDAP program. The 
value of our program, per man, in the countries we are assisting. 

(Discussion off the record.) 

Mr. Jupp. Per year? 

General Stewart. No, sir, the total. The value of all of our pro- 
gram; all of our military program. 

Mr. Proutry. That is in the past? 

General Stewart. No, sir; this is every program up through the 
fiscal year 1954 program. The value of the program to the country, 
up through 1954. 

Mr. Proury. But it doesn’t take into consideration anything for 
next year. n 

General Stewart. No, sir, it does not. 

(Discussion off the record.) 

General Stewart. I have two more charts, and I would like to ex- 
plain a little bit about this. 

The people who made this study were not asked to come up with 
this conclusion. They were asked to give us a cost, and then other 
people are going to work out what individual countries should do for 
themselves, but Dr. Pettee got so fascinated with this that he couldn’t 
resist, so he took their budgets for the last 5 years as a basis for finding 
out whether they could support these people in the future. He doesn’t 
contend that this is necessarily the right answer at all, but he just 
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couldn’t resist looking at this, so he took the average of their military 
budgets for the last 5 years, and he came up with this set of charts. 

(A secret chart entitled “Apparent Surplus or Deficit, 1956,” 
was referred to.) 

General Srewarr. These are the forces that will be in being in 
1956, and if the country concerned appropriates for their own defense 
budget the amount of money that they have averaged over the last 
5 years, 

(Discussion off the record.) 

General Stewart. The chart shows that those on the right side have 
more money than they need for the maintenance of their forces, and 
those on the left side of the chart will not have enough. In other 
words, if you take this as the final answer, which I assure you that it 
is not, but just as an illustration, all those countries on the left of the 
line would need assistance from us. 

(Discussion off the record.) 

General Stewart. It would appear to be along the right lines be- 
cause those are the countries we certainly know will need our help. 

So, you end up, when we get this buildup made, with a figure that 
looks like a number of countries will be in very good shape to take 
care of themselves. Certain other countries will continue to require 
some military assistance. 

I want to add that this particular result on this chart does not in- 
clude consideration of the fact that some things might have to be 
bought with dollars. It is simply a mathematical calculation. 

Mr. Jupp. It doesn’t take into account the Korean situation, where, 
while they have been appropriating these high amounts, it is money 
they haven’t got. Their budget is so terribly out of balance. 

General Stewart. That’s right, but it is interesting to note on this 
chart what the deficit would be. 

(Discussion off the record.) 

(A secret chart was shown entitled “Major Equipment: Apparent 
Surplus or Deficit, 1956 Requirements Compared With 1955 Esti- 
mated Level of National Expenditures for Major Equipment, NATO 
Countries.”) 

General Stewart. One final chart shows costs of major equipment. 
In other words, the money they have put into major equipment in the 
past and the money they presumably would have to put in, before. 
This is the charge to keep the forces completely effective. 

If you take what they have been spending and what they will have 
to spend in the future, you will find only one country who would have 
a surplus [security deletion]. I think that is understandable in view 
of the fact that we are furnishing the major items of equipment, at the 
present time. 

I don’t want to go any further than this, Mr. Chairman, except to 
show you that we are trying to get some good information on how to 
run this program. We have a completely disinterested, very highly 
thought of organization to make this study for us. 

Mr. Chairman, to return to Europe, I have a statement, here, that in 
part reviews my previous unclassified statement and then goes con- 
siderably further into detail. 

Europe in a military sense is vital to the security of the United 
States because it contains the greatest pool of skilled labor in the world, 
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outside of the United States. It has an industrial capacity second 
only to that of the United States. Its military potential is a primary 
factor in deterring Communist aggression. The United States cannot 
be secure if Western Europe is insecure. A weak Europe is an invita- 
tion to Soviet aggression. A Europe militarily strong can serve as a 
very strong deterrent to aggression anywhere. 

Now, our objective in Europe is to encourage and assist the Euro- 
pean people to develop and maintain their military strength and the 
will to resist external threats and internal subversion. The individual 
strength of each nation is not in itself sufficient to create the kind of 
total power required. We seek to develop the military strength which 
springs from common endeavor. 

In pursuit of this objective, we are assisting in creating balanced 
collective military forces in Europe which will serve as a strong deter- 
rent to further Soviet or Soviet satellite aggression, and if this fails, 
be capable of successfully resisting invasion until the free world can 
mobilize and fight back to victory. 

Now, as to progress. Since 1950, the following things have occurred: 
The first allied military command in peacetime history of the world is 
working successfully. That is NATO, with SHAPE as the head- 
quarters. The NATO nations in Europe have agreed on a common, 
strategic plan for common defense. ‘The NATO nations are building 
balanced, collective, armed forces. Armed forces of the NATO na- 
tions have trebled, and to those have been added the powerful forces 
of Greece and Turkey. 

The military strength of Spain and Yugoslavia is now alined on the 
side of the United States and its friends. 

Intensive joint training exercises and war games have been carried 
on on land, sea, and in the air by the armed forces of many of the 
European nations. Instéad of 15 airfields, there are now 120 which 
are available for at least limited use. Over $6 billion of military 
equipment has been shipped to Europe by the United States. The 
United States programs to purchase offs shore in Europe a portion of 
the items in the military-assistance program is now in its third year. 

A mutual special-weapons program has been initiated. A fac ilities- 
assistance program is now in its second year. 

Our NATO allies in Europe have produced approximately $8 
billion worth of military equipment and have expended over $35 
billion in their collective rearmament effort. Their defense expendi- 
tures have more than doubled since 1951. 

In anticipation of EDC ratification and the German buildup 
military equipment has been set aside for Germany. Approxim: aly 

$200 million has been made available for training military personnel 
in the use and maintenance of the United States furnished military 
equipment. 

Now I would like to read what these countries have done toward 
reaching the goals they agreed to reach at the end of calendar year 
1953. 5 

For the army in NATO force goals established as a result of the 
1952 annual review were met at the end of calendar year 1953, with 
the following exceptions: 

(Discussion off the record.) 

45700—5443 
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General Srewarr. I would like to add to the Secretary’s remarks 
about the Richards amendment. The wording of the Richards amend- 
ment in the present bill requires that 50 percent of the material pur- 
chased by funds appropriated for title I shall be delivered to EDC 
countries. As the committee is well aware, that was a very work- 
able solution in view of the fact that almost exactly 50 percent of 
those funds were scheduled for programing for EDC countries. In 
the program we have before you now, the fiscal year 1955 program, 
only [security deletion] of the funds requested for title I are tenta- 
tively programed for EDC countries. If the wording of the Richards 
amendment remained as now written, we would be arbitrarily forced 
to increase the program for EDC countries to above what we now 
plan, and it would be somewhat embarrassing to our procedures 
in developing these programs. 

I speak purely from an administrative point of view and not from 
the political. 

We have so far incurred no difficulties relating to deliveries. We 
worked it out so that we could make some deliveries to all countries 
and still comply with the law. But, as time passes and we acquire 
more assets from production and stocks, we can reach a position 
where inability to deliver will create a storage problem. We antici- 
pate no difficulty at all until late 1954, but by July 1, 1955, we will 
begin to have real troubles on storage of equipment that we have 
bought but cannot legally deliver. I wanted to make that explanation 
in connection with the administration of this program. 

Chairman Curtrerrtetp. Can we send that statement to Mr. 
Richards? 

General Stewart. Yes, sir, you certainly can, sir. 

I have already given to the committee in an unclassified statement 
the overall status of the programs for Europe. We have, in the data 
assembled before you, programs and details on every country which, 
at the appropriate time, we are prepared to present. 

That completes my statement, Mr. Chairman. 

Chairman CxrperriretD. Thank you, gentlemen, for a very fine 
statement. 

Mr. Vorys? 

Mr. Vorys. Mr. Chairman, perhaps at this point I could ask 
both the Secretary and General Stewart for further information 
about the so-called Richards amendment. It was originally drafted 
to apply to the supplies for the EDC countries. 

In committee, when I was opposing the amendment, I suggested to 
Mr. Richards, that since the total of equipment for the 6 countries 
would be a total of 6 figures given to us in executive session, and that 
it might be improper to disclose that total by his amendment, and 
since that total at that time was 55 percent he might achieve his result 
by a percentage limitation. He agreed to make it a 50-50 amendment. 

I think he did that possibly at my suggestion. 

These figures that were then classified were later declassified for 
the various countries so it became quite apparent what the amend- 
ment was aimed at and certainly in debate it was made clear. 

Would it be more satisfactory from an administrative standpoint, 
and would there be any objections from a diplomatic or political 
standpoint, if such an amendment this year would simply say that 
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the equipment authorized by this bill and the preceding bill should be 
delivered to EDC, without specifying amounts and merely wording 
it that way? 

Chairman Currerrierp. Should be delivered to EDC, did you say ? 

Mr. Vorys. The Richards amendment accentuates the positive. It 
doesn’t say if there is no EDC they don’t get it, but it simply says 
that 50 percent of this equipment shall be delivered to EDC. 

Now without trying to pin myself or you or anyone else down to 
the precise wording, if the provision said in substance—whether 
positively or negatively—that equipment for the 6 countries that are 
signatory to EDC should be delivered only after EDC is ratified, 
would that be a more satisfactory thing, than the present law, admin 
istratively, in view of what you said, General Stewart, and would that 
be satisfactory otherwise, Mr. Merchant ? 

General Stewart. From the administrative point of view, we would 
prefer that we be allowed to deliver to those countries that have signed. 

(Discussion off the record.) 

General Srewart. We made an agreement with them—that is, the 
Secretary of Defense did—to contribute toward these increased forces. 
Now some countries have ratified the EDC, and from my point of view, 
it would simplify the thing if we delivered to those countries who rati- 
fied and held up on the ones who had not ratified. I do not know 
whether that is acceptable politically or not. 

Mr. Vorys. That is not quite responsive to my question. That is one 
question that will be considered. 

Mr. Furton. That was my amendment last year. 

Mr. Vorys. Mr. Fulton had such an amendment last year. That is 
one question that we will be considering in response to Mr. Merchant’s 
suggestion. 

The other is, if the substance of the Richards amendment were to 
remain as is, would it be better to have it worded the way he originally 
intended it, that is, to prevent deliveries to the EDC countries until 
EDC was ratified, rather than to have a percentage figure? 

General Srewartr. Administratively, it would be easier to handle 
that way, yes, sir. 

Mr. Mercuant. On the political aspect, Mr. Vorys, as I said, Secre- 
tary Dulles would hope that any language worked out by the commit- 
tee would result in no penalty for those countries which have com- 
pleted the ratification process. 

Mr. Vorys. I understand that, and that was included in the Fulton 
amendment last year. 

Now I was asking the additional question, whether from a political 
standpoint there is any advantage, any more, to a percentage figure, or 
whether it would be satisfactory to simply limit deliveries until EDC 
has been ratified. 

General Stewart says that the latter would be handier administra- 
tively. Now I wondered if there would be any political objection to it. 

Mr. Mercuant. Offhand, I wouldn’t see any. 

Mr. Vorys. Thank you. I yield the floor. 

Chairman Crrperrtetp. Mrs. Kelly. 

Mrs. Ketry. Did I understand you to say, Mr. Merchant, that Mr. 
Dulles did not want this amendment changed at this point? 
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Mr. Mercuant. I forget my exact language, Mrs. Kelly, but the 
burden of Secretary Dulles’ thought was that given the existing 
political situation and the recent delays in the EDC, that he would—— 

Mrs. Ketiy. Delays in ratification ? 

Mr. Mercuant. Delays in ratification, particularly in France and 
Italy, yes. That he would not oppose the Richards amendment or 
legislation of that type, provided, as he hoped, that those countries 
which have completed ratification would not be penalized thereby. 

Mrs. Kexxy. In your estimate there was some good in the Richards 
amendment ? 

Mr. Mercuant. I think that is a reasonable deduction under exist- 
ing circumstances. 

Mr. Javits. I don’t quite get precisely the limit you are going to put 
on this provision. Are you going to want to stop all deliveries to 
France and Italy unless EDC is approved, and if so at what point? 
Is it going to be just out of the new money in 1955, or attached to the 
50-percent limitation of 1954, or what? 

Mr. Mercnant. I am probably getting into details I am not com- 
petent to speak on, but it would be my underst: unding that the Rich- 
ards amendment as applicable to fiscal year 1954 appropriations, under 
the line of thinking of Secretary Dulles, would remain in force, and 
that some compar: able limitation would apply to fiscal year 1955 au- 
thorizations, provided, however, that there would be no restrictions on 
either fiscal year funds for those countries which have already ratified 
the EDC. 

Mr. Javits. Mr. Chairman, I request that the Department of State 
produce for us the text of their proposal with respect to the Richards 
amendment, as approved by the Department of Defense. 

Chairman CurperFrecp. Can vou do that? 

Mr. Mercuant. Yes, we would be happy to do that. 

Mr. Fuuron. And with reference to the amendment that I put in 
on the floor last year. 

Mr. Javits. Yes, that to be covered as well. 

Mr. Vorys. Maybe this has been called to your attention but the 
amount for France for fiscal 1955 is $19.8 million, and for Italy it is 
| security deletion]. 

Mr. Javits. Mr. Vorys, would you yield to me? I will tell you 
what my purpose is. The general said something about what. is 
administratively feasible. They are actually talking about what is 
politically wise. 

It seems to me that for us, instead of having the lack of precision, 
we ought to have precision in the actual drafting of what they want. 
After all, if there is a meeting of the minds, let’s at least get what 
they want. That is all I had in mind. 

Chairman Currerrietp. Mrs. Kelly. 

Mrs. Ketiy. That was one of my questions, Mr. Chairman, but I 
feel it necessary at this point to make a statement that we have been 
getting in executive session information that most of us have read 
previously in the papers. 

With regard to Mr. Merchant’s statement first on the coal industry, 
we learned about the loan several months ago from the press, and as 
far as the Trieste situation is concerned, full reports on agreements 








. 


warms 


A blame cn 


ace enenlataa tI AS eh tin 8 eI i “ 





673 


were in press divulged by Marshal Tito, and I feel something must be 
done. We should have been informed by the State Department. Mr. 
Chairman, as far as these statements are concerned, I feel something 
must be done. 

In fact, it is rather discouraging to come here to meetings and find 
before we get out that the information is in the papers, or we have 
read it previously. 

There are some exceptions, Mr. Chairman. However, I believe that 
most of the information we have learned in the past few weeks of these 
hearings we have read in the press previously. 

I would like to know this: If the Laniel government falls, what 
policy are you going to pursue, or have you anything in mind, Mr. 
Merchant, as far as EDC is concerned, or anything else ? 

Mr. Mercuanr. Well, I think, Mrs. Kelly, that the situation with 
respect to EDC and this Government’s policy toward it would depend 
upon the character of the government which succeeded Mr. Laniel, 
if it fell, and until you know what that government will be, it is 
difficult to answer your question. 

Mrs. Ketiy. In other words, do I understand that the buildup of 
the forces of NATO have progressed further than we had hoped for 
and that if EDC is not in being, these forces in being can hold and 
be the deterrent power that we ‘expected if EDC were in being? 

Mr. Fuuron. Say that again. 

Mrs. Ketzy. I understand from the statement today, that the forces 
in Europe are well up to our anticipated buildup for 1953¢ They 
were built up and the goals completed to end of 1953. 

General Stewart. Mrs. Kelly, I think we have to make plain that 
we are reaching the goal the countries agreed to come up to, but 
those are not the goals that the military commanders say they need. 

Mrs. Kenny. I realize that. In other words, it was in line with this 
cruising speed that Mr. Merchant speaks of. Is that correct, we have 
met that goal? 

Mr. Mercuant. Yes. 

Mrs. Ketxy. The last time you were here you referred to this New 
Look policy as the cruising speed, is that correct ? 

Mr. Mercuant. For the NATO members, yes. That is excluding 
the German forces, of course. 

Mrs. Ketty. Could those forces hold as well under the present 
situation without EDC in being? 

Mr. Mercnant. I would rather leave that to the military to answer. 

General Srewarr. Of course not. The addition of [security de- 
letion] the German divisions would be a tremendous addition. I 
don’t think anyone has ever claimed that without the German forces 
we would have an adequate force. 

Mrs. Kexty. Is there any anticipation that we will do anything 
about building up Germany, alone? 

General Stewart. That is purely a political matter. The military 
wants the German forces. 

Mrs. Kerry. There have been no discussions on it as far as we are 
concerned, with England or anyone? 

Mr. Mercuant. I think, Mrs. Kelly—I don’t know whether the 
Secretary said it here yesterday, but I know he has said it very re- 
cently, that we are proceeding on the assumption that EDC will be 











674 


ratified within a reasonable period, and as he said in Paris last De- 
cember, at the time of the Gouncil meeting, if that does not come 
true, then obviously we are in, insofar as our policy is concerned, for 
an “agonizing reappraisal.” 

Mrs. Ketiy. If we make this change in the Richards amendment, 
and build up the individual forces, are we going to, at the same time, 
build up the German forces? Will that change recommendations in 
this bill? 

In other words, if we are going to deliver the material to the NATO 
forces which have joined EDC, can we or will we build up the German 
forces alone / 

Mr. Mercuant. As matters now stand, it would be impossible to 
deliver aetna and achieve a German military buildup in the 
absence of EDC being in effect. 

Mrs. Kerry. There are discussions on this problem going on now 
and will we have the results of those discussions before we bring this 
bill to the floor? 

Mr. Mercuant. I just couldn’t predict on that, Mrs. Kelly. 

Mrs. Keiiy. We still have to go along with this bill in the hope that 
EDC is going to be in being? 

Mr. Mercuant. That is our assumption, yes, Mrs. Kelly. 

Mrs. Ketuy. I wish to discuss the Trieste situation. 

(Discussion off the record.) 

Mrs. Keutuy. Can we have the background on the breakdown on 
that agreement that you are studying and that Marshal Tito made 
public? If he has it and has been giving it out, why can’t the Foreign 
Affairs Committee have it? 

Mr. Mercuant. There has been no agreement. The interview to 
which I imagine you refer was not accur ‘ate by any manner of means, 
in all respects. It was, I think, a very unfortunate thing that this 
interview was given and publicized. 

Let me see what we can provide the committee with, either on or 
off the record, in the form of a written statement, Mrs. Kelly, which 
I think Secretary Dulles offered to do yesterday. 

I will undertake to give you the very maximum that we can, without 
risking forecasting or otherwise jeopardizing the negotiations. 

Chairman Curtrrrrtetp. Mrs. Bolton. 

Mrs. Bouron. Mr. Chairman, I have 2 matters that I would like 
to have considered, one by Mr. FitzGerald, perhaps, but as long as 
we are going along with the military angle of things at the moment, 
may I ask what the principle is upon which all of us are arming the 
nations of Europe? 

We know Russia has the bomb. We know she has all kinds of 
things like that. We know there could be immediate use of it at any 
moment on her part, particularly in Europe. 

Are we just going along on the usual postwar methods, or what 
are we going to do? Are we thinking of just conventional forces or 
are we building something else? 

General Stewart. Mrs. Bolton, the answer to that we hope lies in 
this mutual special weapons program. I had a most interesting talk 
with Dr. Johnson, who heads the Operations Research Organization, 
after he came back from Europe, and at my request, he looked into 
the possibilities of the future in this thing and he told me that it was 
his opinion that we must move forward, not only with some of the 
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things that we may have, but with some very fine things that they 
have that are still unsolved. 

The morale, in his opinion, of these nations, depends upon vur 
taking that course of action. I assure you that to the extent we can 
influence that at my level, we are moving in that direction to insure, 
through this mutual special weapons program, that our friends do 
get as s modern we: apons for defense against other modern weapons as 
might exist in the world. 

That does not mean that they have any authority at the present 
time to violate or change the present security regulations, and it does 
not involve the Atomic Energy Act, but we are exploring that line of 
thought because we appreciate what you have just said, and that is the 
best answer I can give you, that we are aware of it, and are trying to 
do something about it. 

Mr. Botron. Are you progressing with a fairly reasonable amount 
of speed ? 

General Stewart. When this mutual special weapons program was 
raised last year, I didn’t have the slightest idea what it was all about. 
Since then we have put many very able people over there. It is 
probably one of the most encouraging things we have run into, be- 
cause we have found that they have so many excellent weapons and 
ideas that we didn’t have which need a little support here and there 
to push them forward and reach a position where we can do something 
with them. 

Mrs. Botton. Will that move in at all to the offshore procurement 
program ? 

General Stewart. It would never move to the offshore procurement 
stage until it reached a production stage and then we would hope 
they could provide it with their own money. 

It would not be until an item or items reached a stage of mass 
production. 

Mrs. Bouron. Thank you very much, General, that is very hearten- 
ing. 

Dr. FitzGerald, in helping these countries of Europe to a more sound 
economic basis, what are we doing to ourselves? I have a letter in 
mind which most members of the committee probably had, from a man 
who was an agent for firms in this country, all through South America, 
and he is writing his firms that he can no longer be their agent because 
nobody wants to buy American goods. 

They are buying German goods because they don’t have to sign 
all these foolish little papers that we insist on, they don’t have to do 
so many of the things we require and they can get money easily. 

Mr. FrrzGrravp. Mrs. Bolton, it is unquestionably true that as a 
result of the rehabilitation and expansion of the industrial production 
in Western Europe, that Western Europe is competing more vigor- 
ously with the United States producers in the third markets of “the 
world. 

That is particularly true, as far as we are aware, of Germany, 
where, on the one hand, Germany does not have a heavy defense bur- 
den at the present time and therefore can devote more of its resources 
to export programs, and on the other, it is true that German exporters 
are able to obtain credit, internally in Germany, upon which these 
skills can be financed on a medium to longer-term basis. 
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In respect to Germany particularly, we feel that the solution, or 
the reduction of the, if you wish, excess competition which now exists, 
will come about in part when the buildup in Germany can start, and in 
part by an expansion in the internal consumption in Germany. 

We have discussed with German officials for some months our con- 
cern that the German preoccupation with exports, and the mainten- 
ance of a relatively low level of consumption in Germany, is creating 
un unbalance between Germany and the rest of the world. 

They are now in export surplus with the rest of the world, and ex- 
orting about $700 million a year more than they are importing. 
Ve have expressed our view vigorously upon occasion to German 

officials that that imbalance needs to be corrected by internal action 
including increasing consumption in Germany. 

There is something that if it materializes, will contribute to the so- 
lution of this imbalance and that is a request of the German Federa- 
tion of Labor, that the 48-hour week be reduced to 40 hours without 
any reduction in take-home pay. 

If a move in that direction is made—and we do think that in one 
way or another German consumers should get some benefits from Ger- 
many’s increasing production and productivity—it will shortly there- 
after begin to affect the ability of the Germans to export as vigorously 
and aggressively as they are now because of an increasing internal de- 
mand for production. 

It is also true, Mrs. Bolton, that one of the reasons why Germany 
and other European countries are competing in third markets as vig- 
orously as they are is that in many third markets there is a shortage of 
dollars. 

In Brazil, for example, or in another South American country 
which needs capital equipment of various kinds, they tend to issue 
import licenses to suppliers from European countries rather than sup- 
pliers from the dollar areas. 

It seems that difficulty can only be overcome as rapidly as Brazil 
can become able to earn all the types of foreign exchange that it needs, 
including dollars. 

Mrs. Borron. The Germans have always done better than we have 
in South America. They have learned the languages and done a better 
job in selling than we have. We are competing with our own insuffi- 
ciencies somewhat. 

Mr. FrrzGeratp. There are some limitations in the willingness of 
American business to do the things that it takes to get permanent con- 
nections in the country. 

Mrs. Botron. Thank you very much. 
Chairman Curerrrretp. Mr. Harrison 
Mr. Harrison. General, that first chart you showed, as I under- 

stand that was the total cost for the year 1956, the maintenance of the 
armies or the military establishment in those nations, is that correct ? 

General Stewart. That’s correct. 

Mr. Harrison. How many nations are there? 

General Stewart. The study covers 14 nations. 

Mr. Harrison. That is all the rest of the non-Communist world ? 
General Srewarr. Yes, approximately. 

Mr. Harrison. How many men will that maintain under arms? 
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General Srewarr. Well, the answer to that is in my chart book. I 
have the men under arms in each country. I haven’t added them up, 
sir. I will get that. 

Mr. Harrison. Can you estimate it roughly ? 

General Stewart. No, sir, but I can get somebody to add it up in 
the next 10 minutes. 

Mr. Harrison. That’s fine. 

Now, I want to make this observation and I’m through. I under- 
stand that has all been labeled “top secret,” and I assume with good rea- 
son, but I certainly think the figures shown in general by these charts 
furnish one of the strongest arguments for passing this bill that can 
be given to the people. I don’t know about the detail, but the fact 
that men may be maintained under arms so much more cheaply per 
man in other countries, furnishes as strong an argument as I know 
of for us to help them do it. 

General Stewart. I would like to say, Congressman, that the rea- 
son for labeling these “top secret” is that in developing this study, the 
Operations Research Organization was given access to classified in- 
formation within the three United States military departments and 
figures in foreign countries. 

The results in my opinion need not be fully classified. I still have 
to go through the administrative process of getting them reclassified 
and it is my hope that I can give you many of these figures on a 
totally unclassified basis, but the people who developed this had to 
stick to this classification. This is an advance copy of their re- 
port. Ihaven’t got the official copy yet, even. 

Mr. Harrison. The costs in other countries, and particularly Tur- 
key—you can say this publicly—is a mere fraction of maintaining a 
soldier, here, and taking him over there and putting him on the line. 
There is nothing secret about that. 

General Stewart. I hope to give you the figures unclassified but I 

cannot administratively do it, at this time. 

Mr. Harrison. That's all, thank you. 

Mr. Vorys. Will the gentleman yield? 

I think we already have some material along that line. 

General Stewart. In each chart in that book is the cost of a soldier. 

Mr. Vorys. We already have that in one form. 

Mr. Harrison. Unclassified ? 

Mr. FrrzGeraxp. I believe so. 

General Stewart. I would have to check it. 

Mr. Harrison. Here it is in the Congressional Record, so I don’t 
suppose it is very secret. 

General Stewart. We have run into the proposition that if you 
have something unclassified on one page and something classified on 
it, you have to classify the whole page. 

Chairman Curpeerrietp. Mr. Merchant wants to take about classi- 
fication. 

Mr. Mercnanr. I think some of the members of the committee 

came in in midstream when I was discussing Trieste, and I just did 
want to say what I said at the outset; namely, that the negotiations 
were in a delicate condition, that they have been conducted with ex- 
traordinary secrecy so far, and I think that is essential to their success, 
so what I had said on Trieste was off the record. 
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Chairman Currerrietp. Mr. Fulton—— 

(No response. ) 

Chairman Currrrriecp. Mr. Bentley —— 

Mr. Bentiey. Are we proceeding in order around the table? 

Mr. Fuuron. Beginning the question period at 11:20. There were 
3 people who had questions before 5 minutes of 12, when Mr. Harrison 
began. 

My comment would be that when we are not on the 5-minute rule, 
I hope that in the future it will not be imposed severely at certain 
times on certain people. I yield my entire time to Mr. Bentley. I 
have no complaints about anybody. 

I just say at certain times there are attempts to impose the 5-minute 
rule. I say to Mr. Bentley, don’t be at all backward. We have not 
been on the 5-minute rule. 

Mr. Bentiey. My question was: Are we proceeding in order 
around the table? 

Mr. Fuuron. I have yielded my time to you. 

Chairman Currerrtetp. Mr. Fulton 

Mr. Futon. I have yielded the time, if Mr. Bentley would like to 
ask something. 

Mr. Bentiey. I just wanted to ask Dr. FitzGerald for a clarifica- 
tion of a remark he made to Mrs. Bolton and that is with regard to 
shortening the German workweek. Did you say we are in favor of it? 

Mr. FirzGeravp. Yes; if this is the most appropriate way to in- 
crease internal consumption and for the average consumer to attain 
some of the fruits of rapidly expanding production. 

Mr. Bentiey. Did we express ourselves publicly to that effect in 
Germany ? 

Mr. FrrzGrravp. We have indicated to German officials—we don’t 
think it is appropriate for us to make a statement publicly to the 
Germans that we believe there should be an increase in internal con- 
sumption in Germany, as a result of the expansion and increase in 
German production, rather than having all or most of that increase 
in production forced into export markets, and creating an unbalanced 
situation between German exports and German imports. We have 
indicated that one of the ways to get an increase in consumption, a 
substantial increase in consumption, is to get an increase in consump- 
tion on the part of the masses. 

Most of the masses are wage earners, and the way you get an in- 
crease in consumption for most of the masses is through an increase 
in their purchasing power. 

Mr. Ben tiry. Would that also mean—do you say a shortened work- 
week would mean increased wages ? 

Mr. FrrzGeratp. Perhaps I wasn’t clear, Mr. Bentley. What I 
was reporting was that the German Federation of Labor had proposed 
over the weekend that the workweek be shortened without any reduc- 
tion in take-home pay. 

Mr. Bentiey. In other words, you are advocating that the Germans 
increase their labor costs. Would that be also correct ? 

Mr. FrrzGrravp. That might also be potentially involved, in the 
short run, but German productivity is increasing rapidly. 

Mr. Bentiey. To get them out of the export market to the extent 
they are in it at the present time? 
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Mr. FrrzGrratp. You would not get them out of the export market 
entirely. 
Mr. Bentiey. It would cut down their competition. 

Mr. FrrzGerarp. It would cut down their competition by increasing 
internal consumption. 
Mr. Furron. Fon can put me down as opposed to that policy. 

Chairman CurrerrieLp. Mr. Javits. 
Mr. Javits. Is any provision made in this program which is before 
us for a Pacific Pact or Pacific Treaty Organization, and all that that 


— 
yeneral Srewarr. No. 

Mr. Javits. What is the estimate of the military situation in Indo- 
china upon which we base [security deletion] in aid, and has it been 
changed by the fall of Dien Bien Phu? 

General Stewart. The estimate was made on the basis of the pre- 
vious year’s consumption and made at the time we made these charts 
up for printing. That was at least 2 months before the fall of Dien 
Bien Phu, and was on the basis of slightly increased activity in the 
coming year. The fall of Dien Bien Phu m: ry affect that figure and 
other events may affect it. The figure was valid at the time we made 
it or at the time we estimated it. 

Mr. Javirs. Before we conclude, will you give us your up-to-date 
appraisal of the situation and how it affects this figure, which is enor- 
mous in a program of $3.5 billion ? 

(Discussion off the record.) 

Mr Javits. Now, I am all for doing it. I would be for spending 

$5 billion to beat the Communists there, but let’s at least take another 
look at the participation in view of the fall of Dien Bien Phu. 

General Srewart. I am sure that as history unfolds, there will be 
some new figures there. 

Mr. Javits. Before we pass on this program in this committee? 

General Stewart. Yes, sir. 

Mr. Javits. Now, is any change dictated in the substantive provi- 
sions of the law by what ‘has occurred i in Indochina? We have got, 
now, some new experience. I would ask Mr. Merchant whether there 
s anything we ought to write in the law now as a result of what we 
have learned from this situation ? 

Mr. Mercuant. Not that I know of, Mr. Javits, although within 
the State Department organization, Indochina is not my primary 
responsibility. It comes under the Bureau of Far Eastern Affairs. 
But I think we can gladly undertake to review the language of the 
draft bill, with the point you have in mind, and submit at an early 
date any suggested fase if any do seem indicated. 

Mr. Javirs. May I suggest, as a supplement to that, exactly what 
I have in mind? You have an amendment in mind to get people to 
go into EDC. Do you want an amendment to get people to go into 
the Pacific Treaty Organization, and if so, what ? 

Mr. Mercnant. Let us consider that and give you a considered 
reply, sir. Of course, at this point, there is no Pac ific Treaty Organi- 

zation in the sense that there is an EDC. 

Mr. Javirs. I would like to know about the provision for the de- 
pendent overseas territories of the European powers. It isa relatively 
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small figure, but it can be tremendously important in terms either of 
its political impact or of leverage. 

Have we considered in that figure, all the political implications of 
the rising tide of nationalism in these dependent overseas territories 

and, if so, how is it reflected in our plans? 

Mr. FrrzGrraup. Mr. Javits, the question of the extent to which 
this country should work direc tly with the overseas dependencies of, 
particularly, the Western European countries, would be one that is not 
an easy matter to be sure that one is right on. We have felt that some 
expression of interest and concern and desire to help the people of the 
overseas territories to improve their position, to improve their stand- 
ards of living, to develop a better-balanced and more rounded economy, 
is a desirable objective and one that promotes the interests and security 
of the United States. 

There are, of course, always questions raised as to whether we are 
able to do that in a way which does not either interfere with or unduly 
promote the aspir ations of those people. 

It is a difficult question. We think we have it about in balance, 
here, and that our programs in those overseas territories, while small, 
are sound and do contribute to our objectives, but we have no categori- 
cal assurance that our conclusions are right. 

Mr. Merrow. I would support what you say. 

Mr. Javrrs. Were these programs set up with the native population 
or with the Western European powers which administer these areas? 

Mr. FrrzGrratp. They have been set up through the colonial offices 
of the Western European powers, but with a substantial amount of 
discussion and participation with the native governmental officials. 

Mr. Javirs. Are they governmental officials of the Western Euro- 
pean powers or do they in some way represent the vox populi in these 
various places? 

Mr. FirzGrravp. It varies between overseas territories. For ex- 
ample, in the British Gold Coast, it is a very substantial representation 
of the vox populi. In some others, not as much. 

Mr. Javits. I would’like to take this question off the record, Mr. 
Chairman. 

(Discussion off the record.) 

Mr. Javrrs. If you think it will help us, put my question and answer 
in the record. I think if we could say affirmatively, it would help. 

Mr. FrrzGeratp. Let me find out specifically, sir, to what extent we 
have worked in each of these overseas territories with the local people. 

(The information requested is as follows :) 


ProcepurE Usep tN DeveLtopInc AFrRIcAN DOT ProGram 


The Foreign Operations Administration does not have either missions or 
permanent representation in the colonial territories in Africa. Projects for the 
African territories are developed by our overseas territories officers who are 
stationed in the FOA missions in London, Brussels, Paris, Rome, and Lisbon, 
working in conjunction with the representatives of the metropolitan govern- 
ments. In this joint development of projects, our missions make use of infor- 
mation gathered in the territories either by themselves or other FOA representa- 
tives as to the needs for economic development of the native peoples. 

FOA/Washington does not approve any major project until mission or tech- 
nical representatives of FOA/Washington review the proposed project on the 
ground. Such a review is carried out in cooperation with the local technicians 
and the local authorities and is for the purpose of determining the technical 
feasibility of the project, an'] more importantly, whether it meets our criterion. 
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The basic criteria, as established in fiscal year 1954, is that any project under- 
taken under the African DOT program shall be undertaken only if it is for the 
direct benefit of the native peoples of the area. The metropolitan governments 
have been informed of this criterion, and have accepted it as an essential element 
in preject development. 

Chairman Currrerrrecp, Mr. Prouty. 

Mr. Provry. General, can you tell me what percentage of the $2.2 
billion in offshore procurement contracts placed in Europe in 1952 
and 1953 have been completed ¢ 

General Srewartr. About 20 percent. That is approximately 20 
percent deliveries have been made. 

Mr. Proury. How many are in process ¢ 

General Stewart. Well, we have placed contracts for approxi- 
mately $2.2 billion in Europe. All of them are active, signed 
contracts, 

Mr. Provry. Yes, I understand that. 

When will that whole program be completed ? 

General Stewart. I haven’t got the exact completion of each con- 
tract, or the latest contract. I can get you that information. Pay- 
ments for deliveries are expected to amount to about $500 million in 
fiscal year 1954. 

(The information referred to is as follows :) 

Generally it is estimated that a 2-year lead time is required to complete de- 
livery after contracts are awarded for most types of materiel and equipment. 
However, it must be appreciated that in some instances where complex types of 
equipment are required, such as naval vessels or airplanes, more lead time may 
be necessary. Consequently, the fiscal year 1952 program should be completed 
by June 30, 1954, and the fiscal year 1953 program should be substantially 
completed by June 30, 1955. 

Mr. Proury. Do you know if any contracts have been let under the 
$8.50 million of OSP funds earmarked for the current fiscal year? 

General Srewarr. In the last 2 weeks, some contracts have been 
let. I don’t know the exact amount. A very small portion of the 
fiscal year 1954 program has been let. 

Mr. Provry. Did I understand you to say that you would have a 
storage problem at the end of this calendar year as a result of the 
Richards amendment ¢ 

General Srewarr. We will begin to have troubles about in October 
of this year. Principally, the trouble will be in things bought for the 
German stockpile, offshore. Also, aircraft procured in this country 
for Germany. 

Mr. Proury. That is all for Germany ? 

General Srewarr. Yes, sir: most of our trouble will be with the 
German program, which is a sizable program. 

Mr. Proury. When will we have a problem with respect to the 
French program ¢ 

General Srewarr. I would say we wouldn’t have a problem with 
the French program until at least next spring. 

Mr. Proury. Thank you. 

General Srewarr. Mr. Chairman, I have the answer to a question 
asked me, if I may give it at this time. 

Chairman CHIPERFIELD. Proceed. 

General Srewart. The total forces, the total personnel strength of 
forces in the 14 countries shown on the chart that Mr. Harrison asked 
about, are [security deletion }. 
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Mr. Harrison. That is classified, is it? 

General Stewart. At the present moment it is. 

Mr. Harrison. It is more than [security deletion] we maintain, 
with 3 times the money or 4 times the money. 

General Srewarr. That is correct, and I have been asked to repeat, 
Mr. Chairman, for those who were not here when I started to show 
those charts, and to emphasize that this study has not been accepted 
or approved or analyzed, yet. 


STATEMENT OF ROBERT E. 0’HARA, BUDGET OFFICER, FOREIGN 
PROGRAMS, OFFICE OF THE SECRETARY OF DEFENSE 


Mr. O'Hara. I think it is necessary to point out in connection with 
the budget for the Department of Defense for the support of our own 
military forces, two things. First, that we are not on a maintenance 
basis, and second, that we are providing support for the Korean Re- 
public forces, who are operating under our command in the Far East. 

Mr. Harrison. That is out of the military program ? 

Mr. O’Hara. That is correct, so our current military budget in- 
cludes a great deal of military equipment that would not be on a main- 
tenance basis. 

Mr. Vorys. Will the gentleman yield? 

Mr. Harrison. Yes. 

Mr. Vorys. We have been given the figure of $3,600 a year, I think 
it is, as the maintenance figure per body, for overseas maintenance 
for American forces. 

Mr. Harrtson. I have been given a figure of $11,000 for the first 
year of a man in service. What is that figure? Is that correct? 

Mr. O'Hara. That includes the cost of his training, the provision of 
material to him, his whole set of equipment, and his share, you might 
say, in the tanks, the guns and the other things, and the aircraft in the 
case of the Air Force. It would make a much higher factor of mainte- 
nance than the Army figure you quoted for a soldier. The first year 
would be the bigger in cost. 

Mr. Harrison. Eleven thousand dollars a man ? 

Mr. O’Hara. That was the cost about a year ago. 

Mr. Harrison. Whatever is included in your budget, it is an in- 
disputable fact, is it not, that a Turkish soldier, for example, may be 
maintained at a fraction of the cost on the line in Turkey, or a French 
soldier, to what it would cost to send an American over there ? 

Mr. O’Hara. As far as we have information, Mr. Harrison, the 
United States soldier costs more to maintain, even in the United States, 
than any other soldier in his home country, and there is an additional 
cost involved in maintaining a United States soldier overseas. 

Mr. Harrison. Can you give me comparatively the cost of maintain- 
ing the United States soldier overseas with a native soldier, say, in 
France? Isit three times as much ? 

Mr. O’Hara. I couldn’t give it to you offhand, but I am sure that it is 
a substantially greater amount. I would guess that it might be about 
what you say, but I will try to get a figure for the record. 

Chairman Curprerrrecp. Are there any further questions? 

Mr. Benttey. I believe it would be appropriate at this point, Mr. 
Chairman, to ask a question on the Coal and Steel Community loan. 
I don’t know to whom that should be directed. 
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Mr. Mercuant. I would be delighted to try, Mr. Bentley. 

Mr. Bentiey. Mr. Merchant, as I understand it, a loan of $100 mil- 
lion is contemplated, $50 million out of the appropriation for this fiscal 
year and $50 million that you hope to get appropriated for the next 
fiscal year, is that right? 

Mr. Mercnant. No, sir; it came out in the discussion before you 
arrived that the entire $100 million was financed out of the existing 
appropriated funds, and consequently the sheets and the presentation 
book are going to be altered to reflect the fact that there will not be in 
the bill the committee is now consideri ing, a request for $50 million. 

Mr. Bentiey. Then, may I ask you this question? Does the Com- 
munity, or has the Community, made attempts to find sources of cap- 
ital in the United States other than the United States Government ? 

Have there been attempts made to secure loans from private financial 
sources ? 

Mr. Mercuant. Mr. FitzGerald may be able to answer that more 
completely. My understanding is that there have been discussions by 
representatives over a period of time, representatives of the High Au- 
thority of the Community, both with private bankers, and I believe 
with the International Bank. I think I should say that, as I under- 
stand Mr. Monnet’s motion, which I think has real merit to it, it was 
that an initial loan from the United States Govenment, as the United 
States Government, would notably improve their ability to turn to 
other money markets and private sources, for future loans, if you see 
what I mean. 

Mr. Bentiey. I follow you exactly. 

It was my understanding that a certain financial institution, which 
shall be nameless, had been approached by the Authority with "respect 
to a loan and has made an agreement on that basis, and I was wonder- 
ing if there was available private capital for the Community, if this 
Government loan of ours would still be necessary. 

Mr. Mercnant. Yes, sir; I think it would, for the reason in part 
that I stated, and in part on what admittedly are straight political 
justifications. 

The total credit requirements of the Community, as I recall, have 
been estimated for the next 5 years as approaching nearly $2 billion, 
so $100 million would represent a very small fraction of what they 
estimate their needs would be, and I think it is their hope that it will 
be possible to tap private money markets abroad, as well as in this 
country, as their projects come along and as the need for the funds 
arise. 

Mr. Bentiey. Then this $100 million is coming out of the current 
fiscal year 1954 appropriations and that is not a “request the type of 
which will be repeated in the future so far as you can determine ? 

Mr. Mercuant. There is no present intention in that direction, Mr. 
Bentley. 

Mrs. Bouton. Mr. Chairman, I did so very much want to ask a ques- 
tion of General Stewart : Has there been any way of estimating what 

‘an be done with NATO without Germany? Are we definitely plan- 
ning to arm Germany ? 

(Discussion off the record.) 

Mrs. Bouron. Is there much opposition against arming Germany, 
as you see it? 
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General Srewarr. Well, it is the whole EDC question. There is 
certainly no opposition in this country. 

Mrs. Borron. Perhaps the military is in accord—some of the civil- 
lans are not. 

General Stewart. I am speaking solely from the point of view of 
the military. 

Mrs. Bouron. May I ask whether you, Mr. Merchant, have any com- 
ment you could make on the objections in this country to the rearming 
of Germany ? 

Mr. Mercuanr. I would accept your judgment on that, Mrs. Bolton. 
Insofar as European opinion is concerned, I think there is a very 
important segment of public opinion in France, in the Low C ountries, 
and even in Germ: uny, itself, against rearming on a basis which would 

result in uncontrolled expansion and development of the army staff 
again without the safeguards which exist in EDC. 

Mrs. Bouron. Are those things taken into account ? 

General Stewart. The plan as originally drawn up and presented 
by the French themselves included a ‘controlled Germany. 

Mrs. Keiiy. Of the carryover funds in this bill, can you tell us, 
percentagewise, how much materiel would be obsolete ? 

General Srewarr. I want to be sure I understand. You mean that 
we have equipment ordered that we haven't delivered ? 

Mrs. Ketiy. That’s right. 

General Srewarr. How much of that is going to be obsolete by the 
time it is delivered ? 

Mrs. Kexiy. Yes. 

General Srewarr. None of it will be obsolete. There is a constant 
obsolescence every year and certainly the fastest piece of fighting 
equipment that goes aieoie te is an aircraft. 

Now, aircraft that were originally ordered 3 or 4 years ago, and 
that at that time were assumed to be suitable, let us say interceptors, 
today, perhaps, are not acceptable interceptor day fighters. I have 
an Air Force man here, but I am trying to illustrate. 

Now, they still are superb fighter- bomber aircraft. To that extent, 
some of the equipment is going obsolete or is approaching obsolescence. 

Mrs. Ketiy. Do you renegotiate any of these that have not started 
coming off the line? I mean, after all, what is coming off the line at 
the present time, as I understand from a previous witness—I think it 
was Mr. Stassen—that prior to 1952, or 1953—1951 it should be, those 
things are now coming off the line. Is that right? 

General Srewarr. Yes. 

Mrs. Ketiy. The money that has been obligated—do you restudy the 
situation to bring it up to date? 

General Srewart. We do that constantly and I think the outstand- 
ing example of it is the extreme caution and delay with which we 
have approached placing contracts for an all-weather fighter. The 

very basis for any delay in placing contracts for all-we: ather fighters 
has been a determination to assure that it will be a completely modern 
and acceptable fighter. 

Now, obviously, if we have bought a piece of equipment, let us say 
ground equipment, and we take 3 years to deliver, there may be, and 
in some cases are, later models on the drawing boards or even starting 
production, but that doesn’t mean, for instance, that a tank is still not 
a very effective weapon. 
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Chairman CutrerrieLp. Gentlemen, may I interrupt for a moment ! 
Mr. Merchant has a luncheon engagement in 15 minutes and I think 
we should excuse him. 

Go ahead with any further explanation you have, General. 

General Stewarr. If we have bought a piece of equipment, we are 
still delivering, but. we const: antly study and review our program, with 
the view of elimin: iting anything that we can that is not needed, eithet 
because of a change in forces or because of a change in piemeimies 
of that piece of equipment. 

Mrs. ceane. Well, the delay in equipping forces in Europe is not 
entirely due, then, to lack of ratification of EDC, the possibility of 
equipment being up to date / 

General Srewarr. The delay in equipping the forces in Europe is 
not due to the delay in EDC. It is due to our inability so far to make 
deliveries faster than we have been making them. It is right in our 
own country. We haven’t shipped the stuff out. 

Now, I might say that we started off 3 years ago with very high 
goals in forces and the fact that the countries haven’t come up with 
those forces has compensated for our slowness in deliveries and we 
haven’t to any substantial extent interfered with the raising of the 
forces they have actually raised, but if they had raised all the forces 
we pictured 3 years ago, we would be w ay behind. 

Mrs. Keity. How fast could you bring that up to date if it was 
necessary ¢ 

General Stewart. Well, all I can say is, within the Department of 
Defense, from the very top officials—I speak specifically of Mr. Kyes- 
there has been a major effort in the last year to speed these deliveries. 
Obviously, if we went into an all-out mobilization in case of war, 
everything would get speeded up. I don’t think we are going to speed 
it up a great deal over what we are doing now. 

Chairman Cutrerrtep. Are there any further questions? If not, 
we will adjourn until 10 o’clock tomorrow morning. 

(Whereupon, at 12: 40 p. m., the committee was adjourned, to recon- 
vene at 10a. m., Thursday, May 13, 1954.) 
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THE MUTUAL SECURITY ACT OF 1954 


THURSDAY, MAY 13, 1954 


House or REPRESENTATIVES, 
CoMMiITTEE ON Foreign AFrrairs, 
Washington, D. C. 
The committee met, in executive session, in room G-—3, United States 
Capitol, at 10:20 a. m., Hon. Robert B. Chiperfield (chairman) 
presiding. 
Chairman CHIPERFIELD. The committee will come to order. 
General Stewart, I believe you are going to talk to us about the 
programs in Europe. If so, will you proceed ? 


STATEMENT OF JOHN H. OHLY, DEPUTY DIRECTOR FOR PROGRAM 
AND PLANNING, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Onty. Mr. Chairman, I am representing Mr. Lloyd today 
and we propose, if it is agreeable with the committee, to start through 
the European programs on a country-by-country basis, in the first 
instance, taking up the programs of those countries where we have 
mutual-defense support and/or direct-forces support programs. 
When we get those countries out of the way we could give General 
Stewart a free rein to complete the country-by-country presentation 
of Europe. 

The countries where we have defense support or direct-forces sup- 
port programs are Yugoslavia, Spain, the United Kingdom, and 
finally, not a country, but a city, the city of Berlin. If it is agreeable 
with the committee, we would like to start with Spain, which you 
will find in the classified book at page III-119, and in the unclassified 
book at page 149. 

I suggest you work from the classified book since most of the figures 
with reference to these countries are classified figures. 

I would like to ask Dr. FitzGerald to lead off. The principal rep- 
resentative of the State Department is Mr. Moore, whom you all 
know, and who is the head of the Regional Affairs office of the E uro- 
pean Division. He will be assisted by the desk people from the in- 
dividual countries. In the case of Spain, Mr. Jones, of the Western 
European Division, is sitting back here and can answer various po- 
litical questions. 

Chairman Curperrtevp. Very well. 


STATEMENT OF D. A. FitzGERALD, DEPUTY DIRECTOR FOR 
OPERATIONS, FOREIGN OPERATIONS ADMINISTRATION 


Mr. FirzGeratp. Mr. Chairman, as the committee knows, our Span- 
ish program, outside of a loan which was made to Spain a couple of 
years ago, really became active after the present economic and mili- 


(687) 





68S 


tary agreements were signed, on September 26, last. There were 3 
agreements signed at that time, 1 with respect to bases in Spain, 1 
with respect to the improvement of the Spanish armed forces, and 
the third, an economic assistance agreement. 

As the committee will also remember, the Congress had anticipated 
the development of a cooperative program with that country, and 
had in prior years authorized and appropriated certain funds for 
that purpose. 

In fiscal year 1954—that is the current fiscal year—there were 
available, appropriated either in fiscal year 1954 or earlier years and 
carried over by the legislation in fiscal year 1954, some $85 million 
worth of mutual-defense support assistance for Spain. 

Before discussing the use of the assistance heretofore made avail- 
able and the proposals for fiscal year 1955, I should like briefly to 
call your attention to the economic situation in Spain as it has devel- 
oped over the last 12 months, and as we see it for the year ahead. 

Spain is one of the European countries with the lowest standard 
of living and per capita income of any European country. During the 
last decade, it has had the misfortune to have had nine very bad 
growing seasons. 

Asa result of these seasons of poor weather, Spain, which normally 
has a very small requirement for imported foodstuffs, had to import 
very large quantities. In the current fiscal year, Spain has had to 
import some $100 million worth of wheat. Normally, their imports 
would run, perhaps, $10 million or $15 million a year. They have 
had, therefore, this additional and unusual drain on their foreign- 
exchange resources, of some $85 million to $90 million, which “by 
coincidence, of course, is almost equal to the assistance that we proposed 
and had available for Spain in this current fiscal year. 

As a consequence, the assistance which we had hoped would make 
material contribution in improving the economic development. of 
Spain, and contribute materially to supporting the economy in the 
interests of our military bases, and the improvement of the Spanish 
military establishment, has largely had to be used or is being used 
in effect to offset the drought. 

You will note on page III-119 some statistics on Spain, some charts 
which would summarize the statistical situation as we see it. 

I would like to give the committee a word of warning. Spanish 
statistics are not the most reliable in the world, and we would not 
be prepared to vouch unqualifiedly for all of the data, either on page 
119, or the subsequent statistics on later pages. 

You will note that in the upper lefthand corner, the allotments and 
program for Spain are shown. The special loan made in 1951 of 
$62.5 million, most of which has been expended, is shown. 

The program for fiscal 1954, of $85 million, and the proposed pro- 
gram for fiseal 1955, of $30 million, of defense-support assistance, is 
shown. 

The agricultural production, which is shown just below, as you 
will note, jumps around very sharply, depending primarily on weather 
conditions. Spain relies very largely on rainfall during the growing 
season, and has only a limited amount of irrigation. Spanish agri- 
culture is dependent i in major part upon good growing weather during 
the season, and it is in pretty unsatisfactory condition. Yields are 
low. Fertilizer is used to a very limited extent. Methods are anti- 
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quated. Agricultural production in Spain needs a great deal of 
assistance if it is to begin to meet the requirements of a rapidly grow- 
ing Spanish population for a minimum food diet. 

‘Spanish defense expenditures are relatively heavy, and are stabilized 
at something in the neighborhood of $325 million a year. Trade with 
the United States fluctuates very sheouia depending in part largely 
upon the crop production in Spain. When it is good, there are some 
exports, particularly of olive oil, to this country 

The statistics on the next page, page ITI-120, give you some idea 
of the magnitude of the Spanish economic machine. The gross na- 
tional product is estimated at around $714 to $8 billion a year. The 
military expenditures indicated earlier run about 4 percent of GNP. 
That is a relatively low percentage, but the per capita income, the 
per capita gross national product in Spain is one of the lowest in 
Europe. and in relation to the per capita GNP, this contribution to 
the Military Establishment is relatively high. 

Mr. Vorys. You don’t have population figures on here. 

Mr. FrrzGrravp. I will give that to you, Mr. Vorys. The present 
population of Spain is 28,594,000, approximately, and the per capita 
oe is just over $200 per year. 

: addition to the unfavorable weather of last year, Spain, early 
this spring, was very adversely affected by heavy frosts which did 
very substantial d: amage to the citrus crop. Citrus is one of the largest 
foreign exchange earners in Spain, and current estimates are that 
the short fall in the citrus crop will, during the next 12 months, re- 
duce Spanish foreign exchange by another $40 to $50 million a year. 

Our recommendations in respect of economic aid, defense support 
for Spain for fiscal year 1955 of $30 million, were developed prior to 
their frost. It seems clear to us at the present time that the proposal 
for fiscal year 1955 is extremely conservative in view of this latest 
weather development. Spain currently has import or foreign ex- 
change restrictions on almost all of its imports, both from the dollar 
area and from nondollar areas and its gold and dollar holdings, while 
they have increased slightly during the last year, are still wholly 
inadequate to meet any ‘substantial drain as a result of unfavorable 
conditions in the country. 

It would take almost half of the current gold and dollar holdings 
of Spain to offset this recent freeze in terms of foreign exchange 
resources. 

The committee will also remember that in the economic aid agree- 
ment with Spain, provision was made that a substantial part [secu- 
rity deletion | of the counterpart generated from the defense support 
assistance would be earmarked by the Spanish Government to pay 
part of the peseta costs of Spanish base construction. 

That is a unique arrangement which we have not concluded with 
any of our other recipient and participating countries. It means, 
of course, that the dollar requirement that the United States needs 
to provide for base construction is reduced by the amount of the 
pesetas that are available as a result of this arrangement. On the 
other hand, it does, of course, mean that this portion of the counter- 
part is not available as it has been in most other countries for jointly 
agreed projects of economic development, of improvement of agri- 
cultural production, of other kinds of internal activities, which con- 
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tributed so much in other countries to the rehabilitation following 
the war and to the economic development since. 

( Discussion off the record.) 

Mr. Carnanan. While you are on that page, I would like to call 
attention to the date given there in the beginning of the general narra- 
tive statement. 

Mr. FrrzGerarp. That date is incorrect, sir. The date of September 
26, 1954, should be changed to September 26, 1953. 

The committee will note on I1I-126 and 127, the utilization of the 
defense support for commodity exports, as now planned for 1954, and 
as projected for fiscal year 1955. 

Most of the authorizations have been, as the committee will see, for 
industrial imports, since the Spaniards elected to use their own re- 
sources for the importation of the very large volume of agricultural 
commodities which they have needed during the last 12 months. 
Spain is particularly deficient, not only in fuels—it has to import sub- 
stantial quantities of coal as well as all petroleum requirements, but is 
short of many industrial raw materials. 

It is particularly in bad shape on its capital equipment. During the 
last 5 years, it is unquestionably correct that there has been a substan- 
tial deterioration in the efficiency of almost the entire Spanish indus- 
trial economy, including the railroads, as well as many capital indus- 
tries. 

We contemplate and have provided for this year, almost half of the 
assistance for capital equipment. That capital equipment has been 
selected in conjunction with the Spanish authorities, with an eye to 
improving those elements of common use which will be most important 
in supplementing base construction. For example, in agreement with 
the Spaniards, some $15 million will be used to import equipment, and 
otherwise improve the railroads and roads that lead to and from these 
bases. Some provision is being made, relatively small, for helping the 
Spaniards to make some improvements in and some expansion in their 
electric power production, in this instance, thermopower. 

The Spaniards rely very largely on hydroelectric power, which is 
also seriously affected whenever they have a drought. For the last 2 
years, almost continuously, electric power has had to be rationed 
through Spain with, of course, the adverse effects upon industrial 
production in that country. 

Our proposed program for next year for defense support contem- 
plates that about half of the assistance will be used for imports of 
agricultural products, in this instance. cotton, and the balance for 
industrial imports and the principal item, again, would be capital 
equipment. 

Mr. Chairman, I don’t want to talk on endlessly. Unless the com- 
mittee would prefer me to, I would suggest that we turn to questions, or 
perhaps you would like to have the other members summarize. 

Mr. Vorys. Mr. Chairman, it seems to me that for these four coun- 
tries, we can’t get the thing in balance without having the military 
program. We ought to do one of two things, we ought to pick up the 
military program on Spain at this time, or else maybe go through 
the defense support for Spain, Yugoslavia, and the United Kingdom, 
and then have General Stewart go over it. . 

Chairman Cutrerrrevp. Very well. If you will give us the economic 
picture, we will then have General Stewart cover the military program. 
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Mr. Merrow. Mr. Chairman, may I ask a question with respect to 
Spain? I believe you said about 50 panes of our aid is going to 
cane to feed the country. 

e lot, what is going to be the 


be for the importation of agricultura 
And this country being the poorest of t 
long-range solution here? 

Mr. FrrzGerawp. The agricultural product that we have shown in 
the illustrative program, sir, is cotton, of which, of course, Spain is not 
a producer, and has always imported and will have to continue in- 
definitely to import. The cotton imported, of course, will result in 
the deposit of pesetas to our joint account in Spain and a substantial 
proportion of those pesetas, again, will be used to finance part of the 
peseta cost of the base construction. 

The cotton also is needed to offset, in some part, the inflationary 
aspects that there will be from a fairly substantial increase in internal 
incomes resulting from a fairly large magnitude of base construction 
and there will be an increasing demand for cotton textiles in Spain, 
which seems to us, as a consequence of those two facts, that cotton does 
represent a logical commodity to import under the defense support 
program. 

Mrs. Cuurcn. Mr. Chairman, may I ask one brief question? If 
the $15 million in cotton is paid for in pesetas, which sum is applied 
to the Spanish cost of the construction of the airfields, is that merely 
a bookkeeping device so that we really might say that the Spanish 
share is minus $15 million of what it shows up to be? 

Mr. FrrzGerarp. In one respect it is. With respect to internal re- 
sources, it is. In terms of foreign exchange, of course, this is a net 
addition to Spanish foreign exchange resources. 

Mrs. Cuvrcn. In terms of the cost of the airfields to us, what is it? 

Mr. FrrzGrrarp. In terms of the cost of the airfields to us, it repre- 
sents a saving of that amount. 

Mrs. Cuvurcn. A saving on the part of Spain? 

Mr. FrrzGrrarp. A saving on the part of the United States. 

Mrs. Cuurcu. Now, would you develop that? Iam not clear on it. 

Mr. FrrzGeratp. If we didn’t have this arrangement whereby a 
proportion of the local peseta costs of base construction were paid 
from the counterpart deposited as a result of the defense-support aid, 
the Department of Defense, in constructing those bases, would have 
to buy pesetas in an equivalent amount to pay those local construction 
costs. 

Mrs. Cuurcn. In other words, the $15 million is applied to our 
assumed cost of the airfields? 

Mr. FrrzGrratp. The arrangement is that a proportion of the pese- 
tas generated from the defense-support aid is made available to the 
Department of Defense for paying local peseta costs of base con- 
struction. 

(Discussion off the record.) 

Chairman Crtprrrrup. Dr. FitzGerald. we have talked it over 
and we think we should complete Spain. We would like to have the 
militarv presentation on Spain now. 

Mr. Furron. Could I speak on the question of commodities be- 
fore we proceed to the military? 

Chairman Crperrreip. Well, Mr. Fulton, what we have been try- 
ing to do is to get the overall picture. There have been two inter- 
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ruptions, so I think you should have the opportunity to ask Dr. 
FitzGerald a question. 

Mr. Fuuron. My question would be on policy. Why does the ad- 
ministration separate this particular program off so that what occurs 
is that it becomes an ammunition and industrial products program, 
and food is pretty well eliminated, except in some minor instances, of 
course, grains and things like that ? 

What that does is this: It makes two Foreign Affairs Committees 
of this House—one the Agriculture Committee, which handles food for 
the promotion of the foreign policy of the United States, and the For- 
eign Affairs Committee, which handles arms, guns, ammunition, in- 
dustrial products, and some little point 4. 

Now, another thing is, when you have previously said here that 
in this mutual assistance program the administration recommended 
the cutting of the food and things of that type supplied by 72 percent 
for the coming year, then you understand, now, before the Agricul- 
ture Committee, there are hearings on legislation which will provide 
for the distribution of United States agricultural surplus commodities 
abroad, to further the foreign policy. 

Now, my comment on that is this: This bill will be hard enough to 
carry as itis. I may be one of the ones against it, this time, although 
in the past, I have been strongly for it. I can’t understand why the 
administration doesn’t try to sweeten it up, instead of dividing it and 
giving all the easy stuff to the Agriculture Committee and then com- 
ing in : here and w anting us to carry the burden. It is a very unpopu- 
lar program at this point. 

It is unpopular not only among certain people in Congress, but I 
think also among the people back in the districts. It is causing me 
guite a bit of a problem when I have between 41,000 and 48,000 unem- 
ployed in my city. 

Now if this is an arms program, and that alone, then I am against it. 
I think a foreign policy based on arms alone is doomed to failure 
and I am going to have no part of it, privately or publicly. 

That is what this seems to be getting down to. 

I wonder if you can explain to me why this situation exists. You 
come up here, Dr. FitzGerald, and recommend a reduction in food and 
commodities by 72 percent, and then somebody—possibly you—goes 
over to the Agriculture Committee and want to use $1 billion worth 
of surplus to promote our foreign policy. This happens to coincide 
with the exact figure I recommended right at this table. I can’t see 
the reason. 

Now Assistant Secretary of Agriculture Davis wrote to me—I got 
the letter just a day or two ago—saying that they wanted me to know 
that they had adopted the figure of $1 billion and thought that it 
would be a pleasant thing for me to on 

Well, I don’t know. The foreign policy appears to be divided off 
into the hard and the easy, the guns and butter. I would like the 
guns and the butter mixed instead of having them hand the gun to us 
and have the butter go over to those who are trying to dump the 
surplus. 

I don’t ask for an answer now, but would like to have an answer 
later. I would have thought that possibly the Assistant Secretary 
of State might have written to me saying that the $1 billion figure 
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had now been adopted to promote the foreign policy, rather than 
hearing from the Assistant Secretary of Agriculture. 

I don’t ask for an answer now. 

Chairman Currerrtetp. General Stewart. 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, UNITED STATES 
ARMY, DIRECTOR, OFFICE OF MILITARY ASSISTANCE, DEPART- 
MENT OF DEFENSE 


General Stewart. I think a glance at the map will make it clear that 
the geographic location of Spain makes it a country of major impor- 
tance in any strategic consideration of Europe or the Mediterranean 
area. 

The book I am talking from, incidentally, is the Force Goals and 
Program book, and I would like to ask the committee to turn to 
page 89. 

(Discussion off the record.) 

General Stewart. On page 84 of this book are the charts which 
show the value of the military program. 

We had asked for, and received, some money in fiscal year 1954 for 
the Spanish program. There have been no deliveries because the 
bilateral arrangement had not been signed. 

As soon as the bilateral agreement was signed, each of the three 
military services developed, on an immediate basis, a $5 million pro- 
gram, in order that some deliveries could be made without delay and 
carry forward the impetus originating with the signing of the 
agreement. 

The remainder of the program is being deliberately worked out 
with the Military Assistance Advisory Group in Spain. 

The value of the fiscal 1950-54 programs actually—there was a 
little bit besides that—was $140 million. 

(Discussion off the record.) 

General Stewart. We have made no deliveries except those out 
of the initial $5 million program. 

On page 84, we show what we propose to do in the way of training. 
We are asking for a moderate sum for training in fiscal year 1955 
[security deletion]. 

Chairman Cuiperrrecp. Where do you get that figure? 

(Discussion off the record.) 

General Strwart. The forces we are going to contribute equipment 
to are shown on page 87. We have the usual data on this sheet that 
has been of interest to the committee. We show the forces the Span- 
iards actually have in being in the column entitled “In being, Decem- 
ber 1953.” 

In the next column, we show the forces that the Joint Chiefs of Staff 
have recommended us a basis for United States contributions, and that 
force basis has been approved by the Secretary of Defense. 

ae off the record.) 

yeneral Strwarr. This program has just started and we have no 
progress to report in anything we have accomplished. 

I am prepared, Mr. Chairman, to read, if you will permit me, off 
the record, our military evaluation of the Spanish armed forces, but I 
would like it off the record. 
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Chairman CrurerrrieLp. The reporter will take it off the record. 

(Discussion off the record.) 

General Srrwarr. That completes my presentation. 

Chairman Currerrrevp. Mr. Vorys. 

Mr. Vorys. Of course, the figures you have do not include our 
base expenditures. 

General Srrwarr. They do not include the base expenditures. 

Mr. Vorys. What is the amount of our estimated base expenditures? 

General Stewart. I’m sorry, sir, it is a different bill and T have 
nothing to do with it. I will get you the figures or bring somebody up 
here to tell you about it. 

Mr. Vorys. Does anybody know that? 


STATEMENT OF ROBERT E. 0’HARA, BUDGET OFFICER, FOREIGN 
PROGRAMS, OFFICE OF THE SECRETARY OF DEFENSE 


Mr. O’Hara. There has been presented to Congress a proposal for 
utilization of $50 million, presently available funds, toward that con- 
struction program in Spain. 

Theres will be additional amounts required, but the amount of them 
has never been given in an estimate up to now. 

Mr. Vorvs. The point is, we are asked for money to take care of the 
inflation in the economy that comes, as I understand it, from our base 
expenditures. 

If we are asked to put up $30 million for the expansion to be caused 
by $50 million of expenditures, that is something. Defense support 
according to my figures, based on your 403,000 spaces, would be $74 
per man. 

(Discussion off the record.) 

General Stewart. That is correct. 

The resulting training that officers from these other units will get, 
with modern equipment supplied to these units, and which will be 
used in their own schools, will have a beneficial effect on other units, 
of course, but we have not at this time undertaken any deficiencies 
beyond those existing in these [security deletion] divisions. 

If the program should continue for a long time, presumably we 
would ask for other divisions to be included. 

Mr. Vorys. Defense support for the amount of usable military 
effort in the common cause is very high proportionately. It may be 
that there were other reasons involved. Perhaps I could ask Dr. Fitz- 
Gerald or someone else: Is this another case, as was the case in Korea, 
where we made agreements regarding economic aid in order to get 
the bases? 

Mr. FrrzGeratp. The discussions were associated and negotiated 
concurrently, Mr. Vorys. 

Mr. Vorys. Can you give us an idea as to what the agreements were? 

Mr. FrrzGrratp. Might I ask Mr. Jones, of the State Department, 
to report on that? 
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STATEMENT OF JOHN W. JONES, DIRECTOR, OFFICE OF WESTERN 
EUROPEAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Jongs. May I have the question, please? 

Mr. Vorys. I think we’d like to know what the agreements were 
as to nonmilitary aid, economic aid, made in connection with the 
bases agreement. We want to find out whether we are tentatively 
committed to something or not here. 

Mr. Jones. Yes; I believe we are. The Spanish Government felt 
that in having a base program and giving us military facilities in 
the country they would require some assistance to their economy, and 
three agreements, as Mr. FitzGerald has said, were negotiated to- 
gether—the base agreement, the military-assistance agreement, and 
the economic-aid agreement. 

The understanding of the Spanish Government in negotiating these 
three agreements was that there would be some economic assistance 
as part of the understanding that they grant us facilities in their 
country to use the bases. 

Mr. Vorys. Yes; we understood that. 

Now, I want to know about the amount or order of magnitude of 
the tentative agreement as to economic assistance. 

(Discussion off the record. ) 

Mr. Vorys. That is in addition to the amount we would expend 
on the bases ? 

Mr. FrrzGerarp. That is correct, sir 

Mr. Vorys. Thank you. 

Chairman Curperrietp. Mr. Carnahan. 

Mr. Carnanan. I have no questions, Mr. Chairman. 

Chairman Currrrrretp. Mrs. Bolton. 

Mrs. Bouron. I have no questions. 

Chairman Criperrrecp. Mr. Hays. 

Mr. Hays. No questions, Mr. Chairman. 

Chairman Currerrretp. Mr. Merrow. 

Mr. Merrow. No questions, Mr. Chairman. 

Chairman Cureerrietp. Mr. Lanham. 

Mr. Lanuam. No questions, Mr. Chairman. 

Chairman Cuiperrrecp. Mr. Fulton. 

Mr. Furron. I welcome our visitor. I am glad to see you, sir. 

Mr. Jones. Thank you, sir. 

Mr. Furtron. How, generally, is the program being received by the 
Spanish people? Dothey favor it? Is it well received ? 

Mr. Jones. They have great anticipation, I think, great expecta- 
tions in the program. Actually, Mr. Fulton, it has only just begun 
and the results of it are not yet apparent. 

Mr. Futron. It is not a thing that must be kept secret? The people 
generally welcome the start of “it? 

Mr. Jones. That is correct. 

Chairman Cutperrtecp, Mrs. Kelly. 

Mrs. Ketxy. In this economic assistance, is there any industrial 
or agricultural machinery obligated ? 

Mr. FrrzGrratp. There is, in the program of $85 million this year. 

Mrs. Ketty. But not in the other one, the $115 million that you 
are speaking of ? 
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Mr. FrrzGeraxp. The $85 million this year is part of the $115 mil- 
lion total, so that there is in the $115 million total, if you are referring 
to that, ma’am, some agricultural equipment, particularly spare parts 
and industrial equipment. 

Mrs. Kexiy. I thought the spare parts would refer to the military. 

Mr. FrrzGeraup. There are also spare parts for agricultural equip- 
ment. There are several thousand American tractors in Spain, a 
great many of which were out of commission because of lack of re- 
plac ement and spare parts, and in this current fiscal year the program 
includes, as I remember it, around $1 million worth of spare parts 
for agricultural equipment. 

Mrs. Kety. Do we have any planes there now that could be acti- 
vated, manned by our own forces? 

General Srewarr. No ma’am. The only people we have there are 
the people in connection with this agreement. 

The Military Assistance Advisory Group in Spain is an unusual 
setup in that it is entirely responsible to the Secretary of the Air 
Force, even though there are some Army elements in it. 

The same people who are heading the MAAG are also charged by 
the Air Force with the construction ‘responsibility 

(Discussion off the record.) 

Mrs. Ketxiy. Thank you, Mr. Chairman. 

Chairman Currerrrecp. Mr. Javits. 

Mr. Javirs. Is the incumbent Spanish Government popularly 
elected ? 

Mr. Jones. No, sir. 

Mr. Javirs. Have we sought to ascertain whether there is any 
intention to seek popular support ? 

Mr. Jones. Popular support for the Government, sir? 

Mr. Javrrs. Yes. 

Mr. Jones. I don’t think in the negotiations of the bases we went 
into the internal political structure of Spain. 

(Discussion off the record.) 

Mr. Javrrs. It is strictly an operation for our own security, as far 
as we are concerned, is that correct ? 

Mr. Jones. That is correct. 

Mr. Javrrs. Is there going to be extensive employment of workers 
in Spain involved ?¢ 

Mr. Jones. I believe so. 

Mr. Javrrs. Have you any estimate how many Spanish workers will 
be employed in this operation, at maximum ? 

Mr. Jones. I am afraid I don’t have an answer to that. The pro- 
gram hasn’t really gotten underway, sir. 

Mr. Hays. Mr. Chairman, I think we ought to have that informa- 
tion. I think it touches on a rather important point. I wonder if we 
could have it? 

Chairman Cuirerrietp. Can you furnish the information requested ? 

Mr. Jonws. Yes. That, of course, would be an estimate of the 
number of Spaniards that would be eventually working on the base 
construction program. 

Mr. Javits. I have a lot of complaints that American construc- 
tion people, well qualified to werk there, are being shut out of jobs. 
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I would like to have your explanation of that—and I'll be glad 
to submit for the record, Mr. Chairman, a letter that will set up the 
details of that complaint. 

Mr. Jones. Would you like that in writing, sir? 

Mr. Javits. Well, whatever you choose, Mr. Jones. It can be very 
informal, just as long as the facts get in. 

Will we rely, for “the sec urity of our installations, upon Spanish 
troops, or will there be some other security ¢ 

(Discussion off the record.) 

Mr. Javirs. General, I think we ought to be equally able to take care 
of the bases on the ground, considering; Spain’s turbulent history 
since World War I. 

Thank you, Mr. Chairman. 

Chairman Cuirerrietp. Mrs. Church. 

Mrs. Cuurcn. I yield to Mr. Hays for a moment. 

Mr. Hays. Right on this point, my interjection a moment ago was 
for the purpose of getting as much information as we can as to em- 
ployment policies in Spain. There is a lot of interest, in States like 
my own, where you have a few people who would like to journey to 
Spain to work. 

Now I realize that is of limited interest, but it would help us on 
that question to answer inquiries, to say what the policy is, and per- 
sonally, I concur with the policy of using Spanish laborers to the 
extent that it is possible. That has many benefits from our own stand- 
point, but you might enlighten us on the question of the character of 
the employment that is available, and the limited possibilities for 
highly skilled and executive jobs in the Spanish administration. 
There has been some publicity on it. 

( Discussion off the record.) 

Chairman Currerrietp. Are there any further questions on Spain? 

Mr. Fuuron. There was no comment on the information program 
in Spain. Could you comment on that? What kind of a ‘eb are we 
doing of selling the Spanish people ? 

Mr. Jones. I think it is a very effective program. We have libraries 
in Madrid, Barcelona, Bilbao, and Valencia. I visited all of them. 
They are always crowded. They always seem to ‘be very popular 
centers. 

There are no restrictions, as far as the Spanish Government is con- 
cerned, on those libraries. There are no restrictions on the dissemina- 
tion of pamphlets and other kinds of Americana that we put out. 

Mr. Fuuton. Are there any restrictions on any of our United States 
personnel there, or Government agency people or embassy people? 

Mr. Jones. No, sir, none. 

( Discussion off the record.) 

Mr. Vorys. Mr. Chairman, I would like the record to show that the 
able staff of our committee has just now presented us with the text 
of the agreements with Spain, which are also included in the report of 
the Merrow subcommittee, which the group of about 18 or 20 gentle- 
men from the executive departments were unable to supply, and I ask 
that they be put into the record at this point. 

Chairman Cuiperrirecp. Without objection, it is so ordered. 
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(The information referred to is as follows :) 


MUTUAL DEFENSE ASSISTANCE AGREEMENT BETWEEN SPAIN 
AND THE UNITED STATES OF AMERICA 


The Governments of Spain and of the United States of America, 

Desiring to foster international peace and security, to promote understanding 
and good will and to maintain world peace; 

Considering that the Congress of the United States of America has enacted 
legislation enabling the United States of America to furnish military, economic 
and technical assistance to Spain so that Spain may accomplish such objectives: 

Desiring to set forth the undertakings and conditions which govern the furnish- 
ing of military assistance by the Government of the United States of America 
under such legislation and the measures which the two governments will under- 
take individually and together in furtherance of the above objectives: 

Have agreed as follows: 

ARTICLE I 


1. Each Government will make available to the other, and to such other 
governments as the Parties may in each case agree upon, equipment, materials, 
services or other assistance in such quantities and in accordance with such terms 
and conditions as may be agreed. The furnishing and use of such assistance 
shall be consistent with the Charter of the United Nations. Such assistance as 
may be made available by the Government of the United States pursuant to this 
Agreement will be furnished under the provisions and subject to all the terms, 
conditions and other provisions of the Mutual Defense Assistance Act of 1949 
and the Mutual Security Act of 1951, acts amendatory or supplementary thereto 
and appropriation acts thereunder. The two Governments will, when it is con- 
sidered necessary, negotiate detailed arrangements necessary to carry out the 
provisions of this paragraph. 

2. Both Governments will utilize this assistance exclusively for the promotion 
of international peace and security, in accordance with arrangements satisfactory 
to both Governments, and will not, without prior and mutual consent, devote 
such assistance to purposes other than those for which it was furnished. 

3. Arrangements will be entered into under which equipment and materials 
furnished pursuant to this Agreement, and no longer required for the purposes 
for which originally made available, will be offered for return to the country 
which furnished such equipment and materials. 

4. Without prior and mutual consent, neither Government shall transfer to 
any person outside that Government or to any other nation, title to or possession 
of any equipment, materials, property, information, or services received under 
this Agreement. . 

5. The Government of Spain will take such security measures as may be 
agreed in each case between the two Governments in order to prevent the dis- 
closure or compromise of classified military articles, services or information fur- 
nished pursuant to this Agreement. 

6. Fach Government will take appropriate measures consistent with security 
to keep the public informed of operations under this Agreement. 

7. The two Governments will establish procedures whéreby the Government 
of Spain will so deposit, segregate or assure title to all funds allocated to or de- 
rived from any program of assistance of the United States so that such funds shall 
not be subject to garnishment, attachment, seizure or other legal process by anv 
person, entity or government when in the opinion of the United States any such 
legal process would interfere with the attainment of the objectives of the said’ 
program of assistance. 

ArTIcLE II 


The two Governments will, upon request of either of them, negotiate appro- 
priate arrangements between them providing for the methods and terms of the 
exchange of patent rights and technical information for defense which will expedite 
such exchanges and at the same time protect private interests and maintain 
security safeguards. 

ArTIcLeE ITI 


1. The Government of Spain, in addition to its commitments under other agree- 
ments with the Government of the United States, undertakes to make available- 
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to the Government of the United States pesetas for the use of the latter Govern- 
ment for its administrative and operating expenditures in connection with carry- 
ing out the purposes of the United States foreign aid program. The two Govern- 
ments will forthwith initiate discussions with a view to determining the amount 
of such pesetas and to establishing arrangements for the adequate furnishing 
thereof. 

2. The Government of Spain will, except as otherwise agreed to, guarantee 
duty free treatment on importation or exportation and exemption from internal 
taxation upon products, property, materials or equipment imported jnto its terri- 
tory in connection with this Agreement or any similar Agreement between the 
Government of the United States and the Government of any other country 
receiving military assistance. i 

3. a. The operations and expenditures effected in Spain by or on behalf of the 
Government of the United States for the common defense effort including those 
carried out as a consequence of any other foreign aid program will be relieved 
from all taxation. To this end the Spanish Government will prescribe pertinent 
procedures satisfactory to both parties. 

b. A Technical Annex attached to this Agreement and authorized by it will 
establish the terms and general procedures for the implementation of this para- 
graph. 

c. The tax relief authorized above will apply to those operations and expendi- 
tures of the United States which are authorized by the Defense Agreement and 
arrangements to be concluded thereunder, and the Economic Aid Agreement as 
concluded between the two Governments. 


ARTICLE IV 


1. The Government of Spain will admit personnel of the Government of the 
United States who will discharge in Spanish territory the responsibilities acquired 
under this Agreement and who will be accorded facilities to observe the progress 
of the assistance made available. Such personnel who will be United States 
nationals, including personnel temporarily assigned, will, in their relations with 
the Government of Spain, operate as a part of the Embassy of the United States 
of America under the direction and control of the Chief of the Diplomatic Mission, 
and will have the same status as that of other personnel with corresponding rank 
of the Embassy of the United States of America. Upon appropriate notification 
by the Government of the United States the Government of Spain will grant 
full diplomatic status to an agreed number of personnel designated under this 
Article. 

2. The Government of Spain will grant exemption from import and export 
duties on personal property imported for the personal use of such personnel or of 
their families and will take adequate administrative measures to facilitate and 
expedite the importation and exportation of the personal property of such individ- 
uals and their families. 

ARTICLE V 


1. The Government of each country will: 

a. Join in promoting international understanding and good will, and main- 
taining world peace; 

b. Take such action as may be mutually agreed upon to eliminate causes 
of international tension; 

c. Fulfill the military obligations which it has assumed in multilateral or 
bilateral agreements or treaties to which both Governments are parties. 
The Government of Spain will: 

a. Make, consistent with its political and economic stability, the full con- 
tribution permitted by its manpower, resources, facilities, and general eco- 
nomic condition to the development and maintenance of its own defensive 
strength and the defensive strength of the free world; 

b. Take all reasonable measures which may be needed to develop its de- 
fense capacities; and 

c. Take appropriate steps to insure the effective utilization of the economic 
and military assistance provided by the United States. 

3. Both Governments are prepared to cooperate in international efforts to 
obtain agreement on universal regulation and reduction of armaments under 
adequate safeguards against violation or evasion. 
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ARTICLE VI 


In the interest of their mutual security the Government of Spain will cooperate 
with the Government of the United States in taking measures designed to control 
trade with nations which threaten the maintenance of world peace. 


ArtTiIcLeE VII 


1. This Agreement shall enter into force on the date of signature; and will con- 
tinue in force until one year after the receipt by either party of written notice of 
the intention of the other party to terminate it, provided that the provisions of 
Article I, paragraphs 2 and 4 and arrangements entered into under Article I, 
paragraphs 3, 5 and 7, and under Article II and Article III, paragraph 3, shall 
remain in force unless otherwise agreed by the two Governments. 

2. The two Governments will, upon the request of either of them, consult 
regarding any matter relating to the application or amendment of this Agreement. 

3. This Agreement shall be registered with the Secretariat of the United Nations 
by the Government of the United States of America. 

In witness whereof the respective representatives, duly authorized for the 
purpose, have signed the present Agreement. 

Done at Madrid, in duplicate, in the Spanish and English languages, both texts 
authentic, this 26th day of September, 1953. 

For tHe GOVERNMENT 
OF THE UNITED STATES OF AMERICA: 


The Ambassador of the United States of America, 
(L. 8.) JAMES CLEMENT DUNN 


TAX RELIEF ANNEX ATTACHED TO THE MUTUAL DEFENSE 
ASSISTANCE AGREEMENT 


1. a. In accordance with Article III, paragraph 3, of the Mutual Defense 
Assistance Agreement, the Government of Spain agrees and guarantees that all 
activities and expenditures undertaken within the jurisdiction of the same by or 


on behalf of the United States, for the common defense, including the activities or 
expenditures carried out in connection with any foreign aid program agreed to by 
the United States, and the activities and expenditures carried on for the common 
defense under the terms of this agreement or otherwise, will be exempt from 
taxation (including surcharges, contributions, or other charges of any nature, 
other than reasonable compensation which may be made by the United States 
for services requested and received) by or for the benefit of the Spanish Govern- 
ment, political subdivisions thereof, or quasi-governmental organizations. 

b. The relief will apply in all cases in which the United States is subject to the 
payment of the tax finally, in all cases of taxes which apply directly to expendi- 
tures effected by the United States, and in all cases covered in the Defense Agree- 
ment and arrangements to be concluded thereunder, and the Mutual Defense 
Assistance Agreement and Economic Aid Agreement as concluded on the 26th 
of September, 1953 

The fiscal relief will not apply, except as stated above, to taxes on the incomes, 
profits and operations of those persons or entities who render service to, or work 
for, the account of the United States. 

c. The taxes from which relief is granted by the present Annex, and in any 
other manner as may hereafter be agreed upon between the parties, shall include, 
but not be limited to: 

(1) Tax on transfer of property and rights to real estate. 

(2) Import duties (any tax or duty payable on the importation of articles, 
materials or components or parts of the same purchased by means of the 
aforesaid expenditures). 

(3) Export duties. 

(4) Transportation and entry or exit tax. 

(5) Tonnage tax. 

(6) Stamp tax. 

(7) Use and consumption tax excepting in the case of those products 
(petroleum and its by-products and tobacco) whose production or sale is 
monopolized by the State. Should purchases be made from other sources 
than the manufacturers themselves, this tax will be applicable, but refund 
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will be made, in accordance with procedures to be developed, of that part 
of the price which includes this tax. These procedures will include the 
method to be used in ascertaining the amount of this tax to be so refunded, 

(8) Provincial taxes (except where attributable to services rendered). 

(9) Municipal taxes (except where attributable to services rendered). 

(10) Tax on industries, trades and professions in the amount, if any, that 
such tax may be increased due to the activities and expenditures referred to 
in subparagraph la above. 

(11) Any additional taxes as appropriate. 

d. The tax relief granted in accordance with the provisions of this agreement 
will be considered as supplementing any tax relief normally enjoyed by the 
United States within the jurisdiction of the Spanish Government. The relief 
so accorded will apply to all operations and expenditures of the character described 
in subparagraph a hereof, which may occur after the date of this agreement. 

e. With respect to any other tax not specifically mentioned in subparagraph c 
hereof and which may be found to be applicable to expenditures or activities of 
the character described herein, the two governments will consult with a view 
to arriving at mutually satisfactory arrangements regarding procedures to assure 
relief from such taxes in accordance with the principle of tax relief granted by 
subparagraph a of paragraph 1. 

f. In the same manner should special situations or circumstances arise with 
respect to taxes of the type covered by subparagraph c which may affect the 
compliance with the terms of relief granted herein, such situations or circumstances 
will be discussed between the two governments with a view to supplementing this 
agreement in accordance with the spirit and the terms of this Annex. If neces- 
sary, the Spanish Government will examine the feasibility of appropriate legislation 
to accomplish this end. 

g. The requirements of Spanish legislation of a social character and any other 
contributions relating to the employment of individuals are not affected by this 
agreement. 

2. The relief specified above will be granted by means of the procedures de- 
scribed below. Changes in these procedures that may appear to be advantageous 
in order to facilitate the administrative work and the enforcement of the exemption 

ranted above, may be initiated as mutually agreed between competent United 
States and Spanish authorities. The record of these changes may be in the form 
of an annex or annexes to be attached hereto when needed. 

The United States will inform the Spanish Government (Ministry of Finance) 
of the operations and expenditures it effects which in its judgment should enjoy 
the fiscal exemptions granted by the present agreement. The information 
furnished by the United States to the Spanish Government should be sufficiently 
detailed to permit the best identification of the concept and quantity of the 
operation. Ui; on receipt of this information report the Government of Spain 
(Ministry of Penanee) will issue the pertinent orders to the appropriate services 
(Directorates General, Customs, Finance Ministry representatives, etc.) for the 
exemption from taxes. In the event that these taxes have already been paid, 
their return shall be ordered. 

An office will be created within the Ministry of Finance expressly for the im- 
plementation of this Annex. 

Should differences arise concerning the implementation of this Annex, they may 
be referred for the consideration of a board composed of competent authorities 
of both governments. 

3. The Government of Spain (Ministry of Finance) may, in agreement with the 
United States Government, and in a manner to be established in each case, take 
the necessary measures to insure that materials and products, imported or acquired 
exempt from taxes, are not used or destinated for purposes other than those in- 
dicated in paragraph la above. 





INTERPRETATIVE NOTE IN REGARD TO THE TAX RELIEF ANNEX 
TO MUTUAL DEFENSE ASSISTANCE AGREEMENT 


The following interpretation of certains points of the Tax Relief Annex is hereby 
made of record: 

It is understood that the examples of tax relief contained in the first paragraph 
under subparagraph 1b of the Tax Relief Annex to the Mutual Defense Assistance 
Agreement are not to be construed as limiting the scope of tax relief provided 
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under subparagraph la, but are intended only to confirm certain particular 
applications of that relief. 

t is also understood that the phrases “‘all cases in which the United States is 
subject to the payment of the tax finally” and “all cases of taxes which apply 
directly to expenditures effected by the United States’ in this subparagraph are 
intended to include relief from direct and indirect incidence of taxation on the 
ultimate price paid by the Government of the United States in connection with 
expenditures described in subparagraph la. It is further understood that the 
reference in the second paragraph under subparagraph 16 to taxes on ‘“‘operations”’ 
is intended to refer to business license taxes and does not include anyother taxes 
listed in subparagraph Ic of the Tax Relief Annex. 


Madrid, 26th September, 1953. 


ECONOMIC AID AGREEMENT BETWEEN SPAIN AND THE UNITED 
STATES OF AMERICA 


The Governments of Spain and of the United States of America: 

Recognizing that individual liberty, free institutions and genuine independence 
in all countries, as well as defense against aggression, rest largely on the establish- 
ment of a sound economy: 

Considering that the Congress of the United States of America has enacted 
legislation enabling the United States of America to furnish military, economic 
and technical assistance to Spain: 

Desiring to set forth the principles which govern the furnishing of economic and 
technical assistance by the Govennmaith of the United States of America under the 
Mutual Security Act of 1951, as amended, and the measures which the two 
governments will undertake individually and together in furtherance of the 
Sa neck of the said legislation: 

{ave agreed as follows: 
ARTICLE I 


Assistance 


(a) The Government of the United States of America wi'l furnish the Govern- 
ment of Spain, or any person, agency or organization which the latter may desig- 
nate, such economic and technical assistance as may be requested by the Govern- 
ment of Spain and approved by the Government of the United States of America 
under the provisions and subject to all the terms, conditions and termination pro- 
visions of the then applicable United States laws as well as and subject to the 
arrangements provided in this agreement. 

(b) The two governments will establish procedures whereby the Spanish Gov- 
ernment will so deposit, segregate or protect all the funds allocated to or derived 
from any program of assistance from the United States in order that such funds 
shall not be subject to attachment, confiscation, seizure or any other legal processes 
by any person, firm, agency, corporation, organization or government when, in the 
opinion of the United States, any such legal process would interfere with the 
attainment of the objectives of the said program of assistance. 


ArticLe II 
General Undertakings 


(1) In order to further the objectives set forth in the Mutual Security Act of 
1951 and to achieve the maximum benefits through the employment of assistance 
received from the Government of the United States of America, the Government 
of Spain will use its best endeavors: 

(a) to adopt or maintain the measures necessary to insure the effective and 
practical use of all resources available to it, including: 

(i) such measures as may be necessary to insure that the materials 
and services furnished under this Agreement, including materials and 
services obtained from the funds deposited in the Special Account under 
Article V of this Agreement, are used only for purposes &4greed upon by 
the two governments; 

(ii) the observation and review of the use of such materials and serv- 
ices through an effective and mutually acceptable follow-up system; and 

(iii) to the extent practicable, measures to locate, identify, and put 
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into appropriate use assets and income located in the United States of 
America, its territories and possessions and belonging to Spanish subjects. 
This clause does not impose any obligation on the United States of 
America to assist in carrying out such measures. 

(b) to stabilize its currency, establish or maintain a valid rate of exchange, 
balance its governmental budget as soon as practicable, create or maintain 
internal financial stability, and generally restore or maintain confideiice in 
its monetary system; 

(c) to cooperate with the Government of the United States of America in 
ensuring that any procurement financed with assistance furnished by the 
Government of the United States of America to the Government of Spain 
will be effected at reasonable prices and on reasonable terms and that the 
distribution in Spain of such materials and services will be made in such a 
way that such goods and services will be effectively utilized for the purpose 
for which they were intended; 

(d) to cooperate with the Government of the United States in ensuring 
that any procurement similarly financed and made from areas outside of the 
United States of America, its territories and possessions, will be similarly 
effected at reasonable prices and on reasonable terms, and so as to arrange 
that the dollars thereby made available to the country from which the 
materials and services are procured are used in a manner consistent with 
any arrangements made by the Government of the United States of America 
with such country; 

(e) to discourage cartel and monopolistic business practices and business 
arrangements which result in restricting production and increasing prices or 
which curtail international trade, to encourage competition and productivity 
and to facilitate and stimulate the growth of international trade by reducing 
barriers which may hamper such trade when the attainment of the agreed 
program may be affected; 

(f) to make as promptly as possible an agreement with the Government 
of the United States of America in which will be established for United 
States nationals and companies a system of payments and international 
transfers, including the progressive conversion of their accumulated peseta 
balances; 

(g) to assist the Government of the United States of America in observing 
and reporting on labor conditions in Spain as these relate to the aims and 
operations of the Mutual Security Program. 

(2) The Government of each country will: 

(a) join in promoting international understanding and good will and main- 
taining world peace; 

(b) take such action as may be mutually agreed upon to eliminate causes 
of international tension; 

(c) fulfill the military obligations which it has assumed in multilateral or 
bilateral agreements or treaties to which both governments are parties. 

(3) The Government of Spain will: 

(a) make, consistent with its political and economic stability, the full 
contribution permitted by its manpower, resources, facilities, and general 
economic condition to the development and maintenance of its own defensive 
strength and the defensive strength of the free world; 

(b) take all reasonable measures which may be needed to develop its 
defense capacities; and 

(ce) take appropriate steps to insure the effective utilization of the eco- 
nomic and military assistance provided by the United States. 


Artic.Le III 
Guaranties 


Both governments will, upon the request of either government, consult re- 
specting projects in Spain proposed by nationals of the United States of America 
with regard to which the Government of the United States of America may 
appropriately make guaranties in accordance with the provisions of the Mutual 
Security Act of 1951, as amended, as it incorporates section III (b) 3 of the Eco- 
nomic peration Act of 1948, as amended. With respect to such guaranties 
extending to projects which are approved by the Government of Spain, the 
Government of Spain agrees: 

(a) that if the Government of the United States of America makes payment in 
United States dollars to any person under such a guaranty, the Government of 
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Spain will recognize the transfer to the United States of any right, title or interest 
of dea person in assets, currency, credits, or other property on account of which 
such payment was made and the subrogation of the United States to any claim or 
cause of action of such person arising in connection therewith. The Government 
of Spain shall also recognize any transfer to the Government of the United States 
of America pursuant to such guaranty of any compensation for loss covered by 
such guaranties received from any source other than the Government of the 
United States of America; 

(b) that peseta amounts acquired by the Government of the United States 
pursuant to such guarantees shall not receive less favorable treatment than that 
accorded at the time of such acquisition to private funds arising from transactions 
of United States nationals which are comparable to transactions covered by such 
guaranties, and that such peseta amounts will be freely available to the Govern- 
ment of the United States of America for administrative expenditures; 

(c) that any claim of the Government of the United States of America against 
the Government of Spain, which results from the aforesaid subrogation, or which 
relates to the aforesaid assets, currency, credits or other property, or any differ- 
ence arising under this article, shall be submitted to direct negotiation between the 
two.governments. If, within a reasonable period, they are unable to settle the 
claim or difference by agreement, it shall be referred for final binding determina- 
tion to a sole arbitrator selected by mutual agreement. If the Governments are 
unable, within a period of three months, to agree upon such selection, the arbitra- 
tor shall be one who may be designated by the President of the International Court 
of Justice at the request of either Government. 


ARTICLE IV 
Access to Certain Products 


(1) The Spanish Government will facilitate the acquisition by the United 
States of America, upon reasonable terms of sale, exchange, barter, or otherwise, 
and in such quantities and for such period of time as may be agreed between both 
governments of those materials originating in Spain which the United States of 
America might require, as the result of deficiencies or potential deficiencies in its 
own resources and for stockpiling or other purposes. In such transactions due 
regard will be taken of the requirements of Spain for such products, both for 
domestic use as well as for its export trade. The Spanish Government wil) take 
such specific measures as may be necessary to carry out the provisions of this 
paragraph, including the promotion of the production of the materials in question 
and the removal of any hindrances to the acquisition of such materials by the 
United States of America or their receipt. At the request of either of the two 
governments, negotiations will be initiated for arrangements necessary to fulfill 
the provisions of this paragraph. The Government of the United States of 
America will endeavor to assist the Spanish Government to increase production 
in Spain of materials referred to in this Article if it is agreed that such action is 
practicable and consistent with the purposes of the Mutual Security Act, as 
amended. 

(2) With respect to materials produced outside of Spain, both governments, 
at the request of either of them, will always cooperate wherever appropriate to 
further the objectives of paragraph 1 of this Article. 


ARTICLE V 
Local Currency 


(1) The provisions of this Article shall apply only with respect to economic 
and technical assistance which may be furnished by the Government of the 
United States of America on a grant basis. 

(2) A special account will be established in the Bank of Spain in the name of 
the Government of Spain (hereinafter called the Special Account) in which will 
be deposited pesetas in amounts commensurate with the dollar cost to the Gov- 
ernment of the United States of commodities, services and technical information 
(ineluding any costs of processing, storing, transporting, repairing or other serv- 
ices) made available to the Government of Spain on a grant basis under this 
Agreement. The Government of the United States of America shall, from time 
to time, notify the Government of Spain of the dollar cost of such commodities, 
services and technical information and the Government of Spain will thereupon 
deposit in the Special Account the equivalent amount of pesetas computed at 
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the rate of exchange mutually agreed between the two governments, If, at such 
time or times of notification, the Government of Spain is a member of the Inter- 
national Monetary Fund and shall have agreed with the International Monetary 
Fund upon a rate of exchange, the amount of pesetas to be deposited shall be 
computed at the rate of exchange which shall be the par value agreed at such 
time with the International Monetary Fund; provided that this agreed value is 
the single rate applicable to the purchase of dollars for imports into Spain. If 
at the time of notification a par value for the peseta is agreed with the Fund 
and there are one or more other rates applicable to the purchase of dollars for 
imports into Spain, or, if at the time of notification n> par value for the peseta 
is agreed with the Fund, the rate or rates for this purpose shall be mutually 
agreed upon between the two Governments, The Spanish Government shall be 
able at any time to make advance deposits in the Special Account which shall] be 
credited against subsequent notifications pursuant to this paragraph. 

(3) (a) The Government of the United States of America will, from time to 
time, notify the Spanish Government of its requirements in pesetas for adminis- 
trative and operating expenses incident to operations in Spain under the Mutual 
Security Act of 1951 and acts amendatory or supplementary thereto, and the 
Spanish Government will thereupon place at the disposition of the Government 
of the United States such sums, withdrawing them from any balances in the 
Special Account in the manner requested by the Government of the United States 
in the notification. Such sums will be charged to the percentage referred to in 
this paragraph. Ten percent of each deposit made pursuant to this Article will 
be placed at the disposition of the Government of the United States of America. 
It is understood that the Government of the United States of America will not 
convert funds acquired pursuant to this paragraph into any other currency 
without prior consultation with the Spanish Government. 

(b) Both Governments will agree to the number of and general characteristics 
of military facilities for mutual defense to be constructed in Spain and the Gov- 
ernment of the United States of America will, from time to time, notify the 
Spanish Government of requirements for peseta expenses which arise from the 
construction and maintenance of such military facilities. The Government of 
Spain will thereupon make such amounts available out of any balances existing 
in the Special Account, in the manner requested by the Government of the 
United States in the notification. 

(4) Reeognizing the priority of expenses referred to in Paragraph 3 of this 
Article, the Spanish Government may withdraw funds from any balance existing 
in the Special Account for such expenditures as may be agreed periodically with 
the Government of the United States of America, and which will be in accord with 
the objectives prescribed in the Mutual Security Act of 1951, as amended. 

(5) Any unencumbered balance remaining in the Special Account upon the 
termination of assistance under this Agreement other than unexpended amounts 
allocated under Paragraph 3 (a) of this Article, shall be disposed of within Spain 
for such purposes as may hereafter be agreed upon by the Governments of the 
United States of America and Spain; it being understood that the agreement of 
the United States of America shall be subject to approval by Act or joint resolution 
of the Congress of the United States of America. 


ArTIcLe VI 
Consultation and Transmittal of Information 


(1) The two Governments will, upon the request of either of them, consult 
regarding any matter relating to the application of this Agreement or to operations 
or arrangements carried out pursuant to this Agreement. 

(2) The Government of Spain will communicate to the Government of the 
United States of America in a form and at intervals to be determined by the latter 
after consultation with the Government of Spain: 

(a) detailed information concerning projects, programs and measures 
proposed or adopted by the Government of Spain to carry out the provisions 
of this Agreement; 

(b) full statements of operations under this Agreement, including a state- 
ment of the use of funds, eommodities and services received thereunder, such 
statements to be made in each calendar quarter; 

(c) information relating to the Spanish economy, including national and 
international accounts, which the Government of the United States of 
America may need to determine the nature and scope of operations under the 
Agreement and to evaluate the effectiveness of assistance furnished or con- 
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templated under this Agreement and generally the progress realized in this 
field during the period of this Agreement. 

(3) The Government of Spain will assist the Government of the United States 
of America to obtain information relating to the materials originating in Spain 
referred to in Article IV which is necessary to the formulation and execution of the 
arrangements provided for in that Article. 


ArticLe VII 
Publicity 

(1) The Government of the United States of America and the Government 
of Spain recognize that it is in their mutual interest that full  perterai be given 
to the objectives and progress of the assistance being rendered pursuant to this 
Agreement and that all pertinent information be made available to the Po 
of Spain. The Spanish Government will encourage the dissemination of such 
information, giving to the assistance furnished by the United States Government 
pursuant to this Agreement, full and continuous publicity through the press, 
radio and all other available media in Spain and will allow to the United States 
Government, by agreement with the Spanish Government, the use of such media 
as may be required to accomplish this purpose. 

(2) The Government of Spain will grant to representatives of the United 
States press full freedom to observe and report on the operation of the economic 
and technical assistance programs conducted pursuant to this Agreement. 

(3) The Government of Spain will make public in Spain, in each calendar 
quarter, full statements of operations under this Agreement, including information 
as to the use of funds, commodities and services received. 


Articte VIII 
Special Economic Mission 


(1) The Government of Spain agrees to receive a special Economic Mission 
which will discharge the responsibilities of the Government of the ‘United States 
of America in Spain under this Agreement. 

(2) The Spanish Government will, upon appropriate notification from the 
Ambassador of the United States of America in Spain, consider the Special Mission 
and its personnel and the United States Special Representative in Beas as part 
of the Embassy of the United States of America in Spain for the purpose of 
enjoying the privileges and immunities accorded to that Embassy and its per- 
sonnel of comparable rank. 

(3) The Spanish Government will extend full cooperation to the personnel of 
the Special Mission and to the aforementioned U. 8S. Representative in Europe 
and his staff. Such cooperation shall include the provision of all information and 
facilities necessary to the observation and review of the carrying out of this 
Agreement, including the use of assistance furnished under it. 


ArticLte IX 
Settlement of Claims of Nationals 


(1) The Governments of the United States of America and Spain agree to submit 
to the decision of the International Court of Justice or of a court of arbitration or 
arbitral tribunal to be mutually agreed upon, any claim espoused or presented by 
either Government on behalf of one of its nationals arising as a consequence of 

overnmental measures (other than measures taken by the Government of the 
Jnited States of America concerning enemy roperty or interests) taken after 
April 3, 1948, by the other Government and affecting property or interest of such 
national, including contracts with or concessions granted by the duly authorized 
authorities of such other Government. It is understood that the undertaking of 
the Government of the United States of America in respect of claims espoused 
by the Government of Spain pursuant to this paragraph is made under the 
authority of and is limited by the terms and conditions of the recognition of the 
United States of America of the compulsory jurisdiction of the International 
Court of Justice under Article 36 of the Statute of the Court, as set forth in the 
een of the President of the United States of America dated August 14, 
1946. 
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(2) It is further understood that neither Government will espouse or present a 
claim pursuant to this Article until its national has exhausted the administrative 
and judicial procedures of the country in which the claim arose. 

(3) The provisions of this Article shall be in all respects without prejudice to 
other rights of access, if any, of either Government, to the International Court of 
Justice or other arbitral tribunal or to the espousal and presentation of claims 
based upon alleged violations by either Government of rights and duties arising 
under treaties, agreements or principles of international law. 


ARTICLE X 
Entry into Force, Amendment, Duration 


(1) This Agreement shall become effective on this day’s date. Subject to the 
provisions of paragraphs 2 and 3 of this Article, it shall remain in force until 
June 30, 1956, and unless at least six months before June 30,-1956, either Gov- 
ernment shall have given notice in writing to the other of intention to terminate 
the Agreement on that date, it shall remain in force thereafter until the expira- 
tion of six months from the date on which such notice shall have been given. 

\2) If during the life of this Agreement, either Government should consider 
there has been a fundamental change in the basic assumptions underlying this 
Agreement, it shall so notify the other Government in writing and the two Gov- 
ernments will thereupon consult with a view to agreeing upon the amendment, 
modification or termination of this Agreement. If, after three months from such 
notification, the two Governments have not agreed upon the action to be taken 
in the circumstances, either Government may give notice in writing to the other 
of intention to terminate this Agreement. Then, subject to the provisions of 
paragraph 3 of this Article, this Agreement shall terminate either: 

(a) six months after date of such notice of intention to terminate, or 

(b) after such shorter period as may be agreed to be sufficient to ensure 
that the obligations of the Government of Spain are performed in respect of 
any assistance which may continue to be furnished by the Government of 
the United States of America after the date of such notice; provided, however, 
that Article IV and paragraph 3 of Article VI shall remain in effect until 
two years after the date of such notice of intention to terminate, but not 
later than June 30, 1956. 

(3) Subsidiary agreements and arrangements negotiated pursuant to this 
Agreement may remain in force beyond the date of termination of this Agreement 
and the period of effectiveness of such subsidiary agreements and arrangements 
shall be governed by their own terms. Article V shall remain in effect until all 
the sums in the currency of Spain required to be deposited in accordance with 
its own terms have been disposed of as provided in that Article. 

(4) This Agreement may be amended at any time by agreement between the 
two Governments. 

(5) The Government of the United States will register this Agreement with the 
Secretariat of the United Nations. 

In witness whereof the respective representatives, duly authorized for the pur- 
pose, have signed the present Agreement. 

Done at Madrid, in duplicate, in the Spanish and English languages, both 
texts authentic, this 26th day of September, 1953. 


For THE GOVERNMENT OF THE 
Unitrep States oF AMERICA: 
The Ambassador of the United States of America, 
(L. 8.) JAMES CLEMENT DUNN 


ANNEX 


INTERPRETATIVE NOTES 


(1) It is understood that the requirements of paragraph (1) (a) of Article II, 
relating to the adoption of measures for the efficient use of resources, would in- 
clude, with respect to commodities furnished under the Agreement, effective 
measures for safeguarding such commodities and for preventing their diversion 
to illegal or irregular markets or channels of trade. 
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(2) It is understood that paragraph (1) (ec) of Article II does not diminish the 
right and responsibility of the United States of America to specify whatever 
terms and conditions of aid are deemed necessary. 

(3) It is understood that the business practices and business arrangements 
referred to in paragraph (1) (e) of Article II mean: 

(a) fixing prices, terms or conditions to be observed in dealing with others 
in the purchase, sale or lease of any product; 

(b) excluding enterprises from, or allocating or dividing any territorial 
market or field of business activity, or allocating customers, or fixing sales 
quotas or purchase quotas; 

(c) discriminating against particular enterprises; 

(d) limiting production or fixing production quotas; 

(e) preventing by agreement the development or application of technology 
or invention whether patented or unpatented; 

(f) extending the use of rights under patents, trade marks or copyrights 
granted by either country to matters which, according to its laws and regula- 
tions, are not within the scope of such grants, or to products or conditions of 
production, use or sale which are likewise not the subject of such grants; and 

(g) such other practices as the two governments may agree to include. 

(4) It is understood that the agreement referred to in section (1), paragraph (f), 
of Article II will provide a system of conversion of peseta balances which takes 
into account at all times fluctuations in Spanish dollar availabilities. 

(5) It is understood that the United States of America does not intend to 
resell within Spain any of the materials which it may acquire pursuant to para- 
graph (1) of Article IV. 

(6) It is understood that the time of notification to which reference is made 
in Article V, paragraph 2, for the purpose of determining the rate of exchange to 
be used in computing the deposits to be made upon notifications to the Govern- 
ment of Spain of the indicated dollar costs of commodities, services, and technical 
information shall, in the case of each notification covering a disbursement period, 
be deemed to be the date of the last day of the disbursement period covered by the 
notification. 

(7) It is understood that it is the sense and intent of the last sentence of para- 
graph (2) of Article V that the Government of Spain will make arrangements to 
assure that the amounts of pesetas on deposit in the Special Account are sufficient 
at all times to permit the Government of the United States to meet its obligations 
for peseta payments for the purposes contemplated by this Agreement. The 
United States will, whenever necessary, inform the Spanish Government of its 
requirements for pesetas and agrees that its requests to the Spanish Government 
to meet such requirements shall not exceed the amount of economic and technical 
assistance firmly allotted to Spain on a grant basis at the time of making such 
requests. 

(8) It is understood that any agreements which might be arrived at pursuant 
to paragraph (1) of Article IX would be subject to approval by the Senate of the 
United States of America. 


DEFENSE AGREEMENT BETWEEN SPAIN AND THE UNITED 
STATES OF AMERICA 


Preamble 


Faced with the danger that threatens the western world, the Governments of 
the United States and Spain, desiring to contribute to the maintenance of inter- 
national peace and security through foresighted measures which will increase their 
capability, and that of the other nations which dedicate their efforts to the same 
high purposes, to participate effectively in agreements for self defense; 

Have agreed as follows: 

ARTICLE I 


In consonance with the principles agreed upon in the Mutual Defense Assist- 
ance Agreement, the Governments of the United States and of Spain consider 
that the contingencies with which both countries may be faced indicate the advis- 
ability of developing their relations upon a basis of continued friendship, n support 
of the policy of strengthening the defense of the West. This policy shall include: 

1. On the part of the United States, the support of Spanish defense efforts for 
agreed purposes by providing military end item assistance to Spain during a period 





709 


of severa) years to contribute to the effective air defense of Spain and to improve 
the equipment of its military and naval forces, to the extent to be agreed upon in 
technical discussions in the light of the circumstances, and with the cooperation 
of the resources of Spanish industry to the extent possible. Such support will 
be conditioned as in the case of other friendly nations by the priorities and limita- 
tions due to the international commitments of the United States and the exigencies 
of the international situation and will be subject to Congressional appropriations. 

2. In consequence of the above stated premises and for the same agreed pur- 
poses, the Government of Spain authorizes the Government of the United States, 
subject to terms and conditions to be agreed, to develop, maimain and utilize 
for military purposes, jointly with the Government of Spain, such areas and 
facilities in territory under Spanish jurisdiction as may be agreed upon by the 
competent autnorities of both Governments as necessary for the purposes of this 
agreement. 

3. In granting assistance to Spain within the policy outlined above, as the prepa- 
ration of the agreed areas and facilities progresses, the Government of the United 
States will satisfy, subject to the provisions of paragraph one, the minimum re- 
quirements for equipment necessary for the defense of Spanish territory, to the 
end that should a moment requiring the wartime utilization of the areas and facili- 
ties arrive, from this moment, the requirements are covered to the extent possible 
as regards the air defense of the territory and the equipment of the naval units; 
and that the armament and equipment of the Army units be as far advanced as 
possible. 

Artic.e IT 


For the purposes of this Agreement and in accordance with technical arrange- 
ments to be agreed upon between the competent authorities of both Governments, 
the Government of the United States is authorized to improve and fit agreed areas 
and facilities for military use, as well as to undertake necessary construction in 
this connection in cooperation with the Government of Spain, to station and house 
therein the necessary military and civilian personnel and to provide for their 
security, discipline and welfare; to store and maintain custody of provisions, 
supplies, equipment and material; and to maintain and operate the facilities and 
equipment necessary in support of such areas and personnel. 


Artic.e III 


The areas which, by virtue of this Agreement, are prepared for joint utilization 
will remain under Spanish flag and command, and Spain will assume the obligation 
of adopting the necessary measures for the external security. However, the 
United States may, in all cases, exercise the necessary supervision of United States 
personnel, facilities, and equipment. 

The time and manner of wartime utilization of said areas and facilities will be 
as mutually agreed upon. 


ARTICLE IV 


The Government of Spain will acquire, free of all charge and servitude, the land 
which may be necessary for all military purposes and shall retain the ownership 
of the ground and of the permanent structures which may be constructed thereon. 
The United States Government reserves the right to remove all other constructions 
and facilities established at its own expense when it is deemed convenient by the 
Government of the United States or upon the termination of this Agreement; in 
both cases the Spanish Government may acquire them, after previous assessment, 
whenever they are not installations of a classified nature. 

The Spanish state will be responsible for all claims made against the United 
States Government by a third party, in all cases referring to the ownership and 
utilization of the above-mentioned land. 


ARTICLE V 


The present Agreement will become effective upon signature and will be in 
force for a period of ten years, automatically extended for two successive periods 
of five years each unless the termination procedure hereafter outlined is followed. 

At the termination of the first ten years or of either of the two extensions of 
five years, either of the two Governments may inform the other of its intention 
to cancel the Agreement, thus initiating a consultation period of six months. In 
the event concurrence is not reached on extension, this Agreement will terminate 
one year after the conclusion of the period of consultation. 
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In witness whereof the respective representatives, duly authorized for the pur- 
pose, have signed the present Agreement. 

Done at Madrid, in duplicate, in the Spanish and English languages, both texts 
authentic, this 26th day of September, 1953. 


For THE GOVERNMENT 
OF THE UNITED STATES OF AMERICA: 


The Ambassador of the United States of America 
(L. 8.) JAMES CLEMENT DUNN 


(Discussion off the record.) 

Mr. Vorys. Well, I would also like to put into the record at this 
point the tax relief and interpretative annex to the Mutual Defense 
Assistance Agreement, which our able staff has just supplied. Now 
there may be additional agreements, but those are available to us, if 
they are not to our friends in the executive department. 

Chairman Currerrietp. Without objection, it will be placed in the 
record. 

(The document referred to appears on p. 701.) 

Mr. Vorys. Now I have a question. The program for fiscal year 
1954 and 1955 totals $115 million, and that is the total, as we under- 
stand, of the economic aid, roughly speaking, that is contemplated in 
the agreement. 

Now does that mean that there will be no more economic aid for 
Spain after fiscal year 1955? I would think that the economic aid 
would sort of run along with the military aid and depend somewhat 
upon the progress on the bases. 

Can someone tell us whether it is contemplated that there will be 
no more requests for economic aid after fiscal year 1955? 

Mr. a oieae. Mr. Vorys, the situation is that with the [security 
deletion] economic aid, which is recommended for your considera- 
tion for Spain this year, and assuming that the contemplated [secu- 
rity deletion] of MDAP aid is furnished, we will have, if you wish, 
fulfilled our earlier commitment, which was, of course, made subject 
to the approval of Congress. 

(Discussion off the record.) 

Mr. FrrzGeravp. There is no decision with respect to further eco- 
nomic aid for Spain after fiscal year 1955. My own personal opinion, 
sir, would be that in view of the most adverse economic developments 
in Spain, growing out of unpredictable weather, that there is a prob- 
ability that further economic aid for Spain will be needed after 1955, 
but that is only my personal opinion and does not represent a conclu- 
sion of the administration. 

Mr. Vorys. Now, how much have you spent of your $85 million pro- 
gramed for 1954? 

Mr. FrrzGeravp. As in the case of the military program, sir, the 
economic-aid program has not moved as expeditiously as we would 
have liked, this year. Our allotments to date are around $25 million. 
We have so far obligated over $9 million. There is now being proc- 
essed another $35 or $40 million worth of obligations. 

Mr. Vorys. And expended ? 

Mr. FrrzGeratp. Expended under the 1954 aid would be less than 
$5 million, Mr. Vorys. I can get you the exact figure if you like, but 
it would be less than $5 million. 

Mr. Vorys. So that we are talking about $110 million in future ex- 
penditures here, are we not? 





Mr. FrrzGrrarp. That. is correct, sir. 

Mr. Vorys. In the book it says here that the $30 million is required— 
not the $85 million, but the $20 million—is required— 
because of the drain caused by the military facilities construction program. 
Expenditures under that program will be greatly accelerated by the end of 
calendar year 1954. 

How much are the expenditures that are contemplated / 

Mr. FrrzGeravp. On military construction, sir, or on economic 
assistance. 

Mr. Vorys. I am just reading from the text of the statement made 
to us, page 122. I will just read two sentences, here. 

Expenditures under that program will be greatly accelerated by the end of 
calendar year 1954. Added to Spain’s public and private investment programs, 
these demands will pose an inflationary threat since the increase in money supply 
resulting from these peseta expenditures will not be accompanied by increases 
in the supply of goods from extra imports or other sources. 

At the same time, strengthening of Spain’s military forces will require an 
increase in peseta expenditures, and this will add to the inflationary potential. 

What are the expenditures by the military on the bases, and on the 
MDAP program, which were studied by those in FOA and which 
they no doubt knew when they decided upon the amount necessary 
to offset the inflationary threat caused by the expenditures / 

Mr. FirzGeratp. The exact timetable of expenditures on the base 
construction is subject to a number of imponderables. I happen to 
know that the architect-engineers, which is a combination of four 
American firms, began its activity in Spain in November of last year, 
or early December of last year. 

The base construction sequence involves the development of plans 
by the architect-engineers and then the letting of construction con- 
tracts by the prime contractor. In making this estimate, here, and 
in submitting it to you for your consideration, a request for $30 mil- 
lion defense support funds for fiscal year 1955, we had assumed that 
by the end of calendar year 1954, base construction costs would be 
running somewhere at the rate of $5 million a month. 

Now, whether the base construction will get underway that rapidly 
or not, we just can’t forecast. That was the assumption upon which 
we based our estimates, sir. 

Mr. Vorys. You know nothing of the numbers to be employed, for 
instance 4 

Mr. FrrzGerap. No, sir, I do not. 

Mr. Vorys. But you contemplate that for expenditures of, let us 
say, $50 million, and possibly $73 million—that is $123 million— 
you are going to need $110 million worth of defense support? 

Mr. FirzGeraup. Yes, sir. It should be noted, sir, that there is a 
considerable time lag between the dates in which an authorization 
for the expenditure of defense support funds is made by FOA and 
the time at which the goods are shipped, and the counterpart thereby 
deposited and available for supplementing or paying part of the 
peseta costs of base construction. 

We estimate, for example, that as of the end of this fiscal year, 
there will be an undelivered pipeline of some $70 million worth of 
aid, of the $85 million nee made available, and the pesetas 
corresponding to that dollar cost will be deposited periodically, mostly 
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through fiscal year 1955, and some of it is unlikely to be deposited for 
long-lead items even by the end of fiscal year 1955. 

Mr. Vorys. That is all, Mr. Chairman. 

Mr. Fuuron. I have one question. 

Chairman Cureerrretp. Mr. Fulton—— 

Mr. Fuuron. I was thinking about the trade question that has 
been brought up in part by Mr. Vorys. Actually, with Spain, there 
is no reciprocal trade agreement with the United States, is there? 

Mr. Jones. No, sir. 

Mr. Furron. That means, then, that Spain is on the highest list. 
She didn’t get full advantage of the reciprocal trade agreements. Is 
there any way that we could move Spain under the reciprocal trade 
agreement policy ? 

Mr. Jones. I should think so, sir, but I am afraid I am not in- 
formed on that. 

(Since all trade-agreement concessions negotiated by the United 
States are generalized to all other countries with a few exceptions, 
Spanish products entering the United States receive most-favored- 
nation treatment. Spain may apply to become a party to the General 
Agreement on Tariffs and Trade at any time she wishes to do so.) 

Mr. Futron. Regarding the successor to Franco, in order to make 
that clear for the record, if anything happens to Franco, there is a 
council of three who would first meet to make a selection. That would 
be the bishop of Madrid, the Minister of War, and the head of the 
legislative body. 

Mr. Jongs. That is right. 

Mr. Fuuron. And that would have to be approved by the Council 
of the Realm, which is 12? 

Mr. Jones. Those three would be the regency, who would act as 
chief of state, and then the council of the realm and the cabinet 
would choose a king. 

Mr. Futron. So, when the regency, the council of three, meets, they 
would nominate, and the council of the realm, of 12, then approves 
or vetoes the selection of the head of the state? 

Mr. Jones. I believe the three act together only as the regent. 
When they are choosing the successor to Franco, they are included in 
the council of the realm, because they are all members of the council 
of the realm. They are of the 12. 

Mr. Futrton. So really, the various professions, the church, and 
various bodies of the government, in a semidemocratic way, would 
participate in choosing a new head of state, if Franco died? 

Mr. Jones. That is correct. 

Chairman Currerrtetp. Dr. FitzGerald, if there are no more ques- 
tions on Spain, we will proceed to the next country. 

Mr. Furron. May I thank the witness for coming? He has come 
a long way, and we have been glad to see him. 

Mr. Jones. Thank you very much. 

Mr. FrrzGrravp. Before going to the next country, I would like to 
comment on a question Congressman Javits asked before he left, and 
that was whether we were taking into account the importance of 
developing and maintaining and giving some concrete indication of 
our interests to the Spanish peoples. As I am sure most of the com- 
inittee knows, the largest portion of the Spanish people are agricul- 
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turists. One of the programs we are developing with the Spanish 
authorities is a technical assistance program in the agricultural field 
which will involve many of the types of technical assistance and tech- 
nical cooperation that we have in other underdeveloped countries, and 
we will be working quite extensively with the farmers and the peasants 
of Spain. 

Mr. Lanuam. May I ask a question, there, Mr. Chairman ¢ 

Chairman CHiPerFIELD. Yes. 

Mr. Lanuam. Has Spain requested that program, or are we just 
doing it voluntarily ¢ 

Mr. FirzGrravp. Are you speaking of the agricultural program ¢ 

Mr. Lanuam. Yes, the agricultural program. 

Mr. FrrzGrravp. We are doing it in conjunction with and after a 
good deal of discussion with the Spanish as to areas in which the 
Spaniards felt we could, through our technical assistance, be most 
helpful to the Spanish economy. 

Mr. Lanuam. Did you initiate those talks or did they ask for our 
help? Iam coming to the point that I am not willing to help in any 
way countries who don’t want it. 

1 want to know if the Spanish people want it. 

Mr. FirzGrratp. The Spanish Government had in its mind a very 
fuzzy idea of help in the agricultural fields. 

They said, “What can you do to help us in agriculture,” in the most 
general sort of terms. 

We followed that up with a substantial series of discussions, with 
Spanish technicians, to bring out and develop a specific program which 
would be helpful. 

Now, in developing the specific program, sir, we did make a number 
of suggestions. It would be obvious that you do in the process of 
working out a detailed program. 

Mr. Lanuam. They did, then, request your aid and ask that you help 
them work out a specific program ¢ 

Mr. FirzGrrautp. Help them work out some assistance in this par- 
ticular field. 

Now, we have worked with the Spanish people through the Spanish 
Government, of course, so we couldn’t say honestly to you, sir, that 
we had a lot of individual requests from the Spanish people. 

Mr. Lanna. I really intended to inquire as to what the Govern- 
ment’s attitude was. I guess the people will be glad to cooperate. 

Mr. FrrzGrrap. I am sure they will, sir. 

Mr. Fuuron. Could I have a statement for the record at a later 
time? There has been some criticism of the operation of the Spanish 
import license system, with regard to American products. I would 
like to have a general statement of the operation of the system as well 
as the correlative problem of the blocking of pesetas, as a method of 
control, and whether or not there has been discrimination against 
American products. I have had some complaints on the operation of 
that system. 

Mr. FrrzGrratp. We will give you a written report for the record, 
Mr. Fulton, but I can say immediately that the Spanish foreign ex- 
change position is not only tight and short, insofar as dollars are con- 
cerned, but it is short in all kinds of currency. 
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Generally speaking, it has been shorter in dollars than it has been 
in other types of currencies, and, in many instances, I am quite sure 
that where an American has asked for an import license to import a 
commodity from a dollar area, and another prospective importer has 
asked for an import license from a nondollar area, the latter has been 
given the license and the former has not. 

(The information referred to is as follows:) 


SpaArIn—TRADE DISCRIMINATION AND BLOCKED PESETAS 


Spain has been short of foreign exchange since the end of the Spanish Civil 
War. Consequently, the Spanish Government has been compelled to require that 
all imports and purchases of foreign exchange be licensed. In granting these 
licenses, the Spanish authorities have taken account of the relative scarcity of 
the various foreign currencies available to them. Spain’s shortage of dollars 
has been particularly acute during these years. Since certain of Spain’s basic 
requirements can be secured only with dollars, licenses are granted very sparingly 
for imports from the United States and other dollar countries if the imported 
item is obtainable elsewhere. 

The main hope for long-run improvement of this situation lies in increased 
Spanish dollar earnings and a return to conditions under which Spain can con- 
vert into dollars some of the currencies with which it is better supplied. The 
economic aid being furnished, and any extraordinary United States military 
expenditures in Spain will, of course, contribute to easing of the dollar shortage, 
but these funds will probably be insufficient to eliminate the need for a limita- 
tion of dollar imports. 

The blocked peseta problem also arises from efforts by the Spanish to limit 
the use of its dollar resources to the most essential purposes. The Spanish au- 
thorities have considered that they could not afford to make available dollars 
for the conversion of even the normal profits of private capital invested in Spain, 
or for the repatriation of such capital. Actually, Spain needs foreign investment 
both from the standpoint of increased capital availability and from the stand- 
point of the improved technology and increased productivity which such invest- 
ment would bring with it; we consider that efforts by Spain to improve the 
environment and incentives for private investment would probably be advan- 
tageous for the country over the long run. The ability of foreign investors to 
repatriate capital and profits would be an essential feature of any such efforts. 
We are hopeful that Spain will be able to take steps along this line before long. 
Spain has agreed in the Economic Aid Agreement (article II (1) (f)) to en- 
deavor to negotiate an agreement providing for the progressive conversion of 
accumulated peseta balances of United States nationals and companies, and 
negotiations looking toward such an agreement will be held as soon as circum- 
stances appear favorable. For the moment, the intensification of Spain’s foreign 
exchange problem resulting from its abnormal wheat requirements and loss of 
orange exports make favorable action unlikely. 


Mr. Fuuron. What that does is make a trend of trade and habit 
of trade that works against our own people. When we have projects 
such as bases to increase Spanish expenditures, it causes more inflation, 
which again reacts against our own people who want to trade with 
Spain. So my question is, is this pay hurting American business? 
Should we have some we policy which would also take care of 
the harm that is being done to our own economy ? 

Mr. FrrzGeraup. The rae of assistance of $30 million to 
Spain gives Spain that much additional dollar exchange which it 
would not otherwise have, and does result in the purchase of an addi- 
tional $30 million worth of goods largely from dollar sources of supply. 
You could only eliminate substantially or entirely the present aie. 
crimination against dollar imports by Spain either by developing the 
Spanish economy to the point where it could earn substantially more 
dollars than it is now earning, or provide additional assistance to 
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overcome the Spanish discrimination which now exists. We have 
attempted to be as conservative as we can in making these estimates 
of the assistance, and not recommend to this committee assistance 
merely for the purpose of eliminating discrimination against dollar 
imports. 

Mr. Furron. That brings up the matter of an Export-Import Bank 
loan, or a loan from the Bank for Reconstruction and Development. 
It doesn’t mean that we consider such loans here, but it certainly 
brings up the effect of these policies on United States trade patterns 
abroad. For example, my specific question would be, what stands in 
the way of American companies providing railroad equipment? There 
is a dollar shortage which throws business to other countries whose 
— are competing. 

Mr. FrrzGrraup. There is no question about that, Congressman 
Fulton. 

As a matter of fact, today the Spanish Government and Spanish 
industry would substantially prefer American thermoelectric equip- 
ment. They consider it higher quality and more dependable, and they 
are now in the process of trying to adjust their foreign exchange posi- 
tion so that they can buy some of that American equipment, even 
though their dollar situation is very tight. 

I think that they will unquestionably have to buy some of the 
equipment they need from other competing sources of supply. 

Mr. Fourton. That is all. 

Chairman CurrerFtetp. Proceed, Dr. FitzGerald. 

Mr. FrrzGeravp. The next country the program for which we would 
like to submit for your consideration, which has both defense support 
and military assistance, is Yugoslavia. 

We have been providing defense support for Yugoslavia since fiscal 
year 1951. The magnitudes of that assistance are shown in the first 
volume, page ITI-139. As you will see from the chart in the upper 
lefthand corner, our defense support assistance to Yugoslavia reached 
its peak in fiscal year 1953, when the assistance amounted to nearly 
$122 million. 

The high magnitude of that assistance is directly related to one of 
the intermittent series of droughts that Yugoslavia has had since the 
end of the war. 

(Discussion off the record.) 

Mr. FrrzGrratp. The Yugoslavian economy has been characterized, 
of course, on the political side in a way in which you gentlemen are 
fully familiar. During the last 3 years there has been continuing indi- 
cations and growing indications that there has been a substantial 
change in the economic philosophy and practices of the present Tito 
government. Within the last 18 months the Yugoslav Government has 
reversed its previous position in respect to agricultural production. 
Prior to 18 months or so ago the policy and practice of the Yugoslav 
Government. was for the collectivist-type-farm agriculture enterprise. 

In major part, because of the demonstrated lack of results from that 
type of economy, and I believe in part because of our continuing 
expressions to the Yugoslavian Government of our doubts as to its 
ae the Yugoslav Government has changed its policy in this 

eld. 


Mr. Vorys. Could we have the population? I don’t see it here. 
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Mr. FrrzGrraxp. I am sorry, Mr. Vorys. It doesn’t happen to be 
in this summary book. The population of Yugoslavia in fiscal year 
1954 was just over 17 million. 

Within the last year the Yugoslav Government has passed new 
legislation which permits individual ownership of agricultural land. 
I believe the limit is fairly small—10 hectares per person. 

In relation to the usual holdings of farmers in that part of Western 
Europe, of Eastern Europe, that 10 hectares is relatively large. In 
our terms, of course, it is relatively small. There are other indica- 
tions that the Government of Yugoslavia is finding the practices and 
principles which it previously followed to be unsatisfactory, and a 
general indication that it is uneconomic and the political philosophy 
is shifting in directions we consider desirable. 

Perhaps Mr. Moore would like to comment somewhat further on 
that. particular point. : 

Yugoslavia had, at the time of the break with the Cominform, a 
large capital development program underway. A good deal of the 
equipment for that capital expansion was supposed to come from Iron 
Curtain countries, Czechoslovakia and others. When the break came, 
of course, none of those equipment shipments materialized and Yugo- 
slavia found itself with a very large half- and quarter-completed de- 
velopment program. It had made substantial investments of local 
capital in those activities, and, of course, strained every effort to find 
new sources for the equipment that was needed to complete them. 

In its preoccupation with these efforts to materialize on its capital 
development. program, it substantially overextended itself in placing 
new orders, primarily in Western Europe, for substitute equipment, 
and committed itself for substantial amounts of foreign exchange, 
which, in part because of unfavorable weather and in part because 
Yugoslav eyes were bigger than stomachs, it found itself completely 
unable to pay for, and at the same time, import the raw materials and 
food which the economy needed to support one of the lowest standards 
of living in Western Europe. 

Mr. Fuuron. You should add people’s resistance, too. 

Mr. FrrzGerrap. It is probable that there was some people’s resist- 
ance, Mr. Fulton, but I don’t believe that people’s resistance to the 
industrial development program was a significant factor. 

Mr. Fuuron. No, to the Government policies. 

Mr. FrrzGeravp. I think there was. In spite of the fact that most 
Yugoslavs do not favor the type of political system they have, there 
was, I believe, and I think there still is, general support of the develop- 
ment program that was undertaken by the current regime. 

I have no evidence, Mr. Fulton, that there was any sabotage of this 
capital development. 

Mr. Fuvron. You misunderstood my comment. It was resistance 
on the farms and resistance of various kinds,.to other Government 
measures of a totalitarian nature. 

Mr. FrrzGrraup. There certainly was resistance in the agricultural 
sector, and I would assume that you are correct, sir, in assuming that 
it was also in other sectors, but particularly in the agricultural sector, 
there was resistance to the policies of the regime. 

During the last 3 years, our effort with the Yugoslav Government 
has been to provide that country with the minimum resources, imports, 
which are necessary to sustain the economy while this first capital 





717 


development program was being completed. Our imports have been 
largely restricted, as you will see if you turn to page III-148, to con- 
sumption goods, agricultural products, and to fuels ‘and industrial raw 
materials, with capital equipment being so small as to be almost neg- 
ligible. Our efforts have been also to encourage the Yugoslav Gov- 
ernment to time its capital development to the resources which that 
country has available and can develop through its own efforts. 

This assistance which we are basically providing because of our 
interest in the military strength of Yugoslavia, has been interrupted 
and seriously interrupted by two very serious droughts. One was in 
the calendar year 1951, and the last one was in calendar year 1953, 
both of which were of a magnitude that made it necessary to provide 
more food itaports; such a large volume of food imports, indeed, that 
the industrial raw materials which were needed to maintain and 
expand the Yugoslav economy have been quite inadequate for that 
purpose and industrial production has been limited in Yugoslavia to 
date by a shortage of industrial raw materials, such as agricultural 
raw materials like cotton. In the current fiscal year, Y ugosl: LVla, as a 
result of the 1953 drought, will have to import over 600,000 tons of 
wheat, when prewar we considered Yugoslavia a wheat exporter. 

We are not yet sure, Mr. Chairman, whether Yugoslavia can get by 
with the resources, with the wheat it now has on its import program. 
About 3 weeks ago we asked Dean Welch of the University of Ken- 
tucky—he is dean of the college of agriculture at Lexington—to go 
to Yugoslavia and personally review the status of Yugoslav grain 
supplies, and to advise whether, after such a review, he ‘felt that the 
Yugoslavs could get by until their new crop became available, around 


the end of July. Mr. Welch will be submitting his report shortly. 

In any event, it appears probable that Yugoslavia will be almost 
destitute of raw materials for its industry by the end of this year. 
Stocks of cotton, of fuel such as coking coal, are extremely low, and 
if it can get by this summer without any additional assistance, we 


will consider it very fortunate. It is a touch-and-go situation until 
the new crop comes in. 

We are assuming, both in submitting the program as it now stands 
for this fiscal year, and our recommendations for the next fiscal year, 
that it will get by, although on a very minimum basis during the next 
3 or 4 months. 

The suggested distribution of our assistance to Yugoslavia in fiscal 
year 1955 is also shown at page III-148. We are contemplating some 
imports of grain during the early part of the next fiscal year and 
before their new crop comes in, the balance being largely raw mate- 
rials, industrial raw materials, cotton, and fuel. 

(Discussion off the record.) 

Mr. FirzGeravp. That is all, Mr. Chairman. 

Chairman Crieerrterp. General Stewart 

General Stewart. Mr. Chairman, the geographic location of Yugo- 
slavia gives her ore importance far greater than her population 
and industry merit. Any act of aggression on the part of the Soviet 
Union and her satellites to reach the Adriatic Sea, the Po Valley of 
northern Italy, or the Mediterranean Sea through central or western 
Greece, would cross the terrain of Yugoslavia. 

(Discussion off the record.) 


45700—54 46 
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General Srewarr. Also, Yugoslavia forms a land bridge between 
southern Europe’s NATO members, Greece and Turkey on the one 
hand, and Italy and central Europe on the other. Finally, Yugoslavia 
acts as a buffer to direct Soviet attacks on Italy or Greece. 

(Discussion off the record. ) 

General Srewarr. Yugoslavia is firm in her determination to defend 
her territory and maintain her independence. 

( Discussion off the record.) 

General Srewarr. We have had a program since fiscal 1953. That 
was our first military program in Yugoslavia. Our first shipments 
were made before we had a chance to make a detailed study of the 
Yugoslav armed forces, and were in response to requests submitted by 
the Yugoslavs, themselves. This was for rather odd lots of equip- 
ment and it was dissipated among units of the entire Yugoslav Army. 

(Discussion off the record.) 

General Srewarr. All of our reports of observers, the MAAG, and 
the people we send over there, are to the effect that the Yugoslav 
soldier as an individual fighter is as fine as any we have ever been in 
contact with. He is hardy, he loves his land, and he is well trained in 
basic military discipline and the use of his weapons. 

I have a colonel in my office who probably has seen more combat 
than any man in the United States Army. I sent him over there and 
he went on maneuvers with the Yugoslav Army. He is still quite 
vigorous and he attached himself to one of the battalions and followed 
them through their entire maneuver. He told me that they were just 
about as tough ground soldiers as he had ever seen. I don’t think we 
ever will get a better military judgment on the individual soldier 
than this officer gave. 

(Discussion off the record. ) 

General Srewarr. The United States was simply determining the 
type of navy toward which the United States would make contribu- 
tions and that they could have any kind of navy they wanted. 

They turned out to be very good airmen. They take good care of the 
planes that have been given them and they fly them well. They have 
some limitations which are not yet corrected in communications. 

(Discussion off the record.) 

Mrs. Keuxy. I did not understand what that [security deletion] was. 

Mr. Fuuron. I was waiting to ask that. This isa good point. What 
is it? 

Mrs. Ketiy. That is what I want to know. 

Mr. Futon. Is it now in being? Is it delivered? 

Mrs. Ketuy. I’ve been watching that on the same line all across, 
Turkey and the rest of them, and it is nowhere near this [security 
deletion] in Yugoslavia. That is why I want to know what it is. 


STATEMENT OF BRIG. GEN. JOHN J. O'HARA, ASSISTANT FOR 
MUTUAL SECURITY, OFFICE OF THE DEPUTY CHIEF OF STAFF, 
MATERIEL, DEPARTMENT OF THE AIR FORCE 


(Discussion off the record. ) 

Mr. Fuuron. That is what I wanted to ask. 

General O’Hara. As I understand, the number in the program in- 
cludes not only equipment for the unit of a certain strength, but also a 





719 


certain number of aircraft for attrition, so they will have an airplane 
when they lose one. 

(Discussion off the record. ) 

General O'Hara. They are part of the total | security deletion | ; yes, 
sir. 

Mr. Furron. No, they are not, because they are in the fiscal 1954 pro- 
gram and they are yet to be delivered. They are not there now. I un- 
derstood the [security deletion] are already there, in being. 

General O'Hara. No, sir. The total [security deletion] is the basis 
of our program, all of which has not been delivered. 

Mrs. Ketuy. We have none in 1955. We are talking about 1954. 
On page 109 you have the number to be shipped and these [security 
deletion ],on that line. You carry over that [security deletion]. They 
are in excess of the [security deletion] jets to be delivered. 

Mr. Murrny. They are fighter bombers. 

Mr. Fuuron. It is on page 147 in the second column. You will see 
|security deletion]. 

General O’Hara. Those are [security deletion] bombers and they 
are to equip the [security deletion] squadrons. That is for the 
[security deletion] unit equipment, plus some attrition, and backup re- 
serve. 

Mr. Furron. Could I ask a question on this point ? 

Chairman Curperrrevp. Yes. 

Mr. Furron. You may not have been here last year, but at this com- 
mittee table the committee adopted an amendment of mine to cut $100 
million from the program. That dealt with aid to Europe. While it 
didn’t publicly say so, it was nevertheless intended to cut down [secur- 
ity deletion]. That was the aim of it. 

Now, will you give me the program as you had planned it before 
the amendment and then tell me what you have programed after the 
amendment ? 

(Discussion off the record.) 

Chairman CurprrrreLp. In conference we restored $50 million. 

Mrs. Ketxy. In conference we restored it? This is the first time I 
learned this fact. 

Mr. Fuuron. That’s the first time I’ve heard of it. 

Chairman CurrerFteLp. General Stewart 

Mr. Fuuron. At least the program was cut and how it was cut no- 
body seems to know. 

(Discussion off the record.) 

General Stewart. I cannot say here, because I don’t recall, that this 
cut resulted exactly from your amendment. I don’t believe the final 
legislation put any restriction on this, at all. 

Mr. Furron. The point I was making is this: We are not able to run 
military policy by amendments, but we are certainly qualified to speak 
for industrial cities whose people feel that a certain situation is a peril 
to us. 

(Discussion off the record.) 

General Stewart. I merely wanted to make it plain that I hope 
we did what you wanted. 

Mr. Futton. [I’m not claiming that my amendment was not circum- 
vented very quietly, either. 

Mrs. Ketiy. Will the gentleman yield? 

Mr. Futon. I yield. 
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Mrs. Keiiy. It was my understanding that we lived up to the 
agreement without mentioning it on the floor. It was agreed in 
committee to make this cut, and no aircraft was to be delivered out 
of that program in 1954. 

Mr. Fuuron. It was a general cut for Europe, and it provided that 
you people would aim it the way I have indicated. 

Mrs. Kewty. If they chanaed ik in conference, I didn’t know it. 

Mr. Fuiron. The committee record says: 

The committee has reduced the military authorization for Europe by $100 
million. The funds to be expended for particular types of weapons and certain 
other aspects of the military-assistance program are regarded by the Defense 
Department as secret, because this information would be useful to an enemy. 
As a consequence, although the cut recommended by the committee is based on 
its judgment that a specific element in the military program for Europe should 
be eliminated an explanation cannot be made public. The recommendation of 
the committee has been transmitted to the Department of Defense, however. 

I believe that is the letter Mrs. Kelly referred to. 

Would you want a floor fight on this particular policy, or would 
you like it taken up at the committee level and then some way found 
within your judgment of the security problem to conform to the 
committee policy? 

Mrs, Ketiy. May I say something? 

Mr. Fuuron (presiding). Surely. 

Mrs. Ketity. Many of our colleagues would cut this program 100 
percent but we were not permitted to discuss it on the floor, and after 
they were told what it was, they said they were going to watch it this 
year, SO you are going to run into trouble this year. 

Mr. Futton, It is something that is not peculiar to me as an indi- 
vidual. There is a basic feeling about it. I might comment further 
that when you do not have adequate ground forces in an area such 
as mountain troops where they would be of great advantage in the 
defense of Europe we should not be cutting the entire program merely 
to get rid of one aspect of it. Defending at home is not a very pleas- 
ant situation to be in. 

General Stewart. I speak, again, as the man who tries to admin- 
ister this program. I assure you that if it is the decision of the 
Congress that there should not be funds for the [security deletion] 
a particular part of the program. I would like for the Congress to 
say so, and we will certainly carry it out. 

(Discussion off the record.) 

Mrs. Kexity. Following the same line of thinking, where you dis- 
cussed the need for this protection to ground troops, if you look 
at the program for—I think it is Turkey; I had it somewhere, here— 
for the delivery of the same type of equipment. 

(Discussion off the record.) 

Mrs. Ketxiy. That shows you did pretty well if you got that many 
over there. 

How many were delivered in Greece ? 

(Discussion off the record.) 

Mr. Fuuron. Why don’t you deliver your military equipment to 
Yugoslavia and Greece and Turkey, to the combined group of them, 
since they have a mutual defense assistance pact? Each country 
would see that the other did not misuse the equipment. 
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General Stewart. It is against the law, right now, unless you have 
an international organization. There is no international organization 
that I know of governing those three countries. 

Mr. Futon. Well, there was a mutual defense assistance pact, as 
you know, between Yugoslavia, Greece, and Turkey. 

General Srewarr. Yes, sir. 

Mr. Futron. Why not have the law amended to provide that we will 
make the deliveries to an organization ? 

General Srewarr. Of course, that is what they intend to do in EDC, 
That is the concept of EDC. 

(Discussion off the record.) 

General O’Hara. They have not agreed to a pooling of equipment. 

Mr. Futon. We are cert: ainly trying to make EDC a reality. 

General O’Hara. Right. 

Mr. Fuuron. So why don’t we do something comparable to the EDC 
in this area particularly if we get greater security by adopting such 
a policy? 

General S SreEwART. I think it would be better for us to retain abso- 
lute control. 

(Discussion off the record. ) 

Chairman Curprerripip. The hearing *% adjourned until 10 o’clock 
tomorrow morning. 

(Whereupon, at 12:45 p. m., the committee was adjourned, to recon- 
vene at 10 a. m. Friday, May 14, 1954.) 











THE MUTUAL SECURITY ACT OF 1954 


FRIDAY, MAY 14, 1954 


House or REPRESENTATIVES, 
CoMMITTEE ON ForREIGN AFFAIRS, 
Washington, D.C. 

The committee met, in executive session in room G—3, United States 
Capitol, at 10: 15 a. m., Hon. John M. Vorys presiding. 

Mr. Vorys. The committee will come to order. 

The.first witness this morning will give us fuller information on 
Spanish bases. 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, UNITED STATES 
ARMY, DIRECTOR, OFFICE OF MILITARY ASSISTANCE, DEPART- 
MENT OF DEFENSE 


General Srewarr. Mr. Chairman, there were a number of questions 
asked yesterday to which we did not have full answers. 

I have here this morning Colonel Elliott, from the Assistant Secre- 
tary of Defense’s International Security Affairs Office, a special con- 
sultant on facilities, who is aware of all the details of the negotiations 
for the bases in Spain, and General O’Hara, of the Air Force, who 
is prepared to give information on construction and the personnel em- 
shbpedl and so forth. 

I would like very much, with your permission, to put them here 
as witnesses, and let them answer any questions you have, sir. 

Mr. Vorys. Let us have that first. 


STATEMENT OF COL. FRANK B. ELLIOTT, SPECIAL CONSULTANT 
ON FACILITIES, OFFICE OF THE ASSISTANT SECRETARY OF 
DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS, DEPART- 
MENT OF DEFENSE 


(The opening remarks of Colonel Elliott were stricken from the 
record. ) 

Mr. Vorys. On the record. 

General O’Hara will give an outline of the bases agreement and the 
funding. 


STATEMENT OF BRIG. GEN. JOHN J. O'HARA, ASSISTANT FOR 
MUTUAL SECURITY, OFFICE OF THE DEPUTY CHIEF OF STAFF, 
MATERIEL, DEPARTMENT OF THE AIR FORCE 


(Discussion off the record.) 
Mr. Vorys. That is a mixture of civilian and military ¢ 
General O'Hara. Yes, sir. 
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Mr. Carnanan. What is the breakdown between civilian and mili- 
tary ? 

(Discussion off the record.) 

Mr. Vorys. Do you mean all you have given us so far is operational ? 

General O'Hara. Those are units; yes, sir. 

Mr. Vorys. [Security deletion.] Is that all operational ? 

General] O’Hara. Yes, sir. 

Mr. Vorys. And the construction is separate. I see. 

General O'Hara. We estimate that eventually there will be 400 
United States personnel in construction ; that is, supervisory personnel, 
and that there will be somewhere in the neighborhood of 10,000 Span- 
ish people used in construction. Our agreement with the Spanish is 
that we will, to the maximum possible extent, utilize Spanish indige- 
nous personnel and Spanish subcontractors. 

Our primary contractor with the Navy, who is actually doing the 
construction in Spain, is with three United States firms that ‘have 
joined together for this construction. 

Mr. Carnanan. The Navy is doing the construction or the con- 
tracting for the construction? I didn’t understand what you said. 

General O'Hara. They are supervising the construction, sir; 
through this United States firm. 

The agreement with Spain states that they will, to the maximum 
possible extent, use Spanish subcontractors. If Spanish subcontrac- 
tors are unable to do the work, with the agreement of the Spanish, our 
primary contractor has full right to go anyplace to get anyone to do 
the job for them. 

Mr. Vorys. Now, in going over this testimony, is there anything 
secret? Can we leave in the public record this arrangement about con- 
tractors? That has caused a es of question, you see. You don’t need 
to answer that, now, but bear in mind that even though all of the 

rest you have given us needs to bs left off, it would be very helpful if the 
description of the arrangements for contracting and subcontracting 
could be left in. 

General O’Hara. We will attempt to do so, sir. 

Mr. Vorys. These bases you went over all sounded like airbases. I 
thought there were to be some naval bases, too. Do you have that, 
there, or were those included ? 

General O'Hara. They were included in the construction, sir. They 
are not included in the bases that I gave you. The ones I gave you were 
all airbases; yes, sir. 

May I take this off the record ? 

Mr. Vorys. Yes, any part of this. 

(Discussion off the record.) 

Mr. Vorys. Thank you very much. 

Now, if there are no further questions on Yugoslavia, I think we 
covered that pretty well yesterday. 

General Srrwarr. Mr. Fulton yesterday raised a question about the 
aircraft that were authorized for Yugoslavia, and Mr. DuVal, of the 
General Counsel’s Office, has a statement to clarify that, if you wish 
to put it in the record. 

Mr. Vorys. Yes, let us have it at this time. 





STATEMENT OF CLIVE L. DuVAL II, ASSISTANT GENERAL COUNSEL 
FOR INTERNATIONAL MATTERS, DEPARTMENT OF DEFENSE 


Mr. DuVau. Mr. Chairman, and members of the committee, the 
facts seem to be as follows: 

(Discussion off the record.) 

Mr. Vorys. So that the actual program carried out was well within 
your interpretation / 

Mr. DuVat. Yes, sir, well within. 

Mr. Vorys. Of course, the important thing brought up by this 
instance is the extent to which the Congress can exercise its function 
by secret understandings and committee communications with the 
Executive. Uhappen to think, myself, that if the Executive considered 
that they had a {security deletion] limitation on their program, they 
were correct in this instance, but that leaves an area in which minds 
might differ. I can say that if the program had exceeded {security 
deletion | we would then have a very serious question, and we may 
have similar situations arising this year. 

Thank you very much. 

If there are no further questions on that, we will now proceed to 
Berlin. I understand Dr. FitzGerald will give the presentation. 


STATEMENT OF D. A. FitzGERALD, DEPUTY DIRECTOR FOR 
OPERATIONS, FOREIGN OPERATIONS ADMINISTRATION 


Mr. FirzGeravp. Mr. Chairman, and members of the committee, 
I would like to say a few words, first of all, about the Federal Repub- 
lic, as such, to indicate that, as the committee already knows, and as 
the presentation indicates, no program of assistance, either in the w ay 
of direct forces support, or of defense support, is contemplated for 
the Federal Republic of Germany in fiseal year 1954, or in fiscal year 
1955. 

The Federal Republic, as the committee also knows, has moved for- 
ward very rapidly during the last 3 years, and in 1953 had an indus- 
trial production of about 140 percent of 1950, its gold and dollar 
holdings are going up rapidly, and its economy is in very strong 
position. 

With respect to West Berlin, the situation differs substantially. 
West Berlin, of course, is an outpost of the free world completely 
surrounded by Communist territory. It is about 100 miles from the 
nearest point in West Germany to Berlin. It, of course, has been 
subject to the harassments and interference of the Soviets in its 
attempts to recover and get on a self-supporting basis. 

Mr. Vorys. Will you give us the page / 

Mr. FrrzGeratp. The pages upon which the West Berlin program 
is set forth is in volume I, title III, page 75. 

West Berlin, of course, being cut off from the Federal Republic, 
and being an entry point for large and continuing numbers of refu- 
gees from the East, has had a continuing problem of unemployment 
and of economic development, and the support of not only the indig- 
enous unemployed, but the refugees who come into Berlin by the 
hundreds, every week. 
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Berlin, itself, is at the present time completely unable to support 
its economy and these refugees. During the last 4 years, somewhere 
between 270 and 375 million dollars equivalent of net assistance has 
had to be poured into West Berlin annually in order to maintain that 
outpost of democracy. 

As the committee will see from the center chart on page III-—75, the 
major part of the contribution for the support of West Berlin has 
been from the Federal Republic of Germany. Every year since 
1951 the support to West Berlin by the Federal Republic has been 
more than 50 percent of the total cost, and in the current fiscal year, 
it is over 80 percent of the total cost. 

(Discussion off the record.) 

Mr. FrrzGrrap. In fiscal year 1955 the Federal Republic’s share 
of the cost of supporting Berlin and of gradually improving its econ- 
omy, as you will see, continues to go up in proportion, and the United 
States proportion contributed continues to decline. 

During the current fiscal year, our support for Berlin has consisted, 
first, of contributing on a 50-50 basis to refugee housing in West Ger- 
many for refugees who moved through Berlin and into the Federal 
Republic, and, in making loans to industrial and business enter- 
prises in Berlin, enabling them to obtain raw materials, machine tools, 
and other equipment that they need to expand production of those 
particular enterprises, and finally, in minor extent, to the direct sup- 
port of the unemployed. 

Mr. Vorys. Would you tell us the proportion in loans? 

Mr. FrrzGeravp. Exclusive of the refugee housing, which is a grant, 
the loans to Berlin industry would run three-quarters of the assistance 
to that city. 

Mr. Vorys. I notice in our book at page 76, it is marked “Tentative 
fiscal year 1954.” Most of the fiscal year 1954 programs we have are 
not marked tentative, but as we examine into them, we find that they 
have an element of tentativeness. 

Is this one extra tentative? 

Mr. FrrzGerap. This is not extra tentative. Asa matter of fact, it 
is extra firm. I didn’t note that word in there. We have no plans for 
increase in aid to Berlin this fiscal year. 

Mr. Vorys. The others are tentative to the extent that they are often 

marked as obligations, but we find the program really doesn’t con- 
template the amount of expenditures that are set up in the 1954 
program. 

Mr. FrrzGrravp. Because of the carryover of local deutschemarks 
into fiscal year 1954, from earlier aid, the United States contribution 
to support of West Berlin is slightly larger in fiscal year 1954 than 
we contemplate it will be in fiseal year 1955. 

(Discussion off the record.) 

Mr. Vorys. I do not get the significance of why we would expect 
our dollar contribution to be larger if the contribution on page 75 is to 
be less and the ability of West Germany to contribute is increasing. 

Mr. FrrzGerarp. I will see if I can elaborate on that for you, Mr. 
Chairman. 

In fiscal year 1954, in addition to the counterpart from the $20 
million shown on page IIT-76, there was also carried over, unex- 
pended, from fiscal year 1953, counterpart that had been generated 





from allotments in fiscal] year 1953, and made available for the Berlin 
program in fiscal year 1954, in addition to the counterpart generated 
from the fiscal year 1954 program, so that on a local deutschemark- 
expenditure basis, our aid to Berlin, in fiscal year 1954, will be 
larger than. we contemplate in fiscal year 1955. The carryover of 
unexpended deutschemarks from fiscal 1953 to fiscal year 1954 made 
it possible to request and obtain from the Congress only a small 
program of dollars in fiscal year 1954. 

(Discussion off the record.) 

Mr. Vorys. Does the chart on page 76 include all expenditures of 
counterpart, or not? [Security deletion. ] Now, does it include the 
deutschemark counterpart, or not? 

Mr. FirzGeratp. The table on ITI-76, sir, shows dollar expendi- 
tures and not deutschemark expenditures. The $15 million which 
went directly to the support of Berlin has been obligated and will be 
expended before the end of this fiscal year. 

(Discussion off the record.) 

Mr. FirzGeravp. The counterpart of the $15 million will not all 
be expended in fiscal year 1954, but the table on page 76, to answer 
your question specifically, is dollars, only, sir. 

(Discussion off the record.) 

Mr. FrrzGrratp. With respect to the proposed fiscal year 1955 
program, we again contemplate that a majority of the counterpart 
generated will be used for further loans to Berlin industry, to con- 
tinue the expansion of the Berlin industrial complex which has been 
proceeding satisfactorily during the last couple of years, and the 
success of which is indicated by the decline in unemployment in 
Berlin, which is shown in the charts on page IIT-75. 

Unemployment in Berlin has dropped around 100,000 since 1950, 
and from something over 30 percent of the labor force to just over 
20 percent of the labor force in this 4-year period. For compara- 
tive purposes, there is also shown unemployment in the Federal 
Republic of Germany during the same 4-year period. As you will 
note, that percentage has dropped from nearly 15 percent in the spring 
of 1950, down to about 7.5 percent in December 1953. 

There are, in this submission, Mr. Chairman, some examples of the 
kinds of loans that are being made and the success that has been 
achieved in improving the economic conditions in Berlin through this 
technique. In addition to the assistance given in this way, we also 
have a policy of Pere i where it is feasible, in Berlin, require- 
ments for our military forces in Europe. Again, there are efforts to 
increase the economic development in that city. 

I think that summarizes it, Mr. Chairman. A representative of 
the State Department might want to comment on the very important 
political aspect of this. 


STATEMENT OF FREDERICK NOLTING, JR., SPECIAL ASSISTANT FOR 
MUTUAL SECURITY AFFAIRS, DEPARTMENT OF STATE 


Mr. Nouttne. May I introduce Mr. Lyon, of the State Department, 
who is Director of the Office of German Affairs? 








STATEMENT OF CECIL B. LYON, DIRECTOR, OFFICE OF GERMAN 
AFFAIRS, DEPARTMENT OF STATE 


Mr. Lyon. If I may, Mr. Chairman, I will say Mr. FitzGerald has 
covered it very thoroughly. Many of you have been in Berlin. I 
think we all feel that it is of the very utmost importance if we can 
continue to show our interest in Berlin, to support Berlin. The Ber- 
lin people, as you all know, have behaved valiantly during the last 8 
years. Rightly or wrongly, they had hoped for something to come 
out of the Berlin Conference which would give them a respite, give 
them a little bit of freedom. I don’t think they thought it would, “but 
they wishfully thought, as we human beings tend to ; do. They were 

rather let down afterwards, and they have ‘had a number of blows in 

the last year. Their great leader, Reuter, who was their inspiration, 
whom many of you knew, I am sure, and probably respected as I did 
who worked with him for 2 years—he died last autumn. They have 
been inundated with refugees during the last year. They were 
greatly cheered by our very fine food program which you all made 
possible. And so they look to us and I think if we fail them, at this 
time, and if we didnt give them some visible indication of our in- 
terest, it would be a severe blow to them. 

I think we all realize what a two-way street Berlin is. It is a windy 
corner, but it enables us to get at the other man as much as he gets at 
us, and it is a wonderful thing that there is a gateway to freedom for 
those poor benighted people who have to live in the Eastern Zone. 

I think you all remember very well the uprisings last June 17 when 
the people in the East were valiant enough to throw stones at tanks. 
That never could have happened in any other Iron Curtain country. 
That never could have happened if there hadn’t been West Berlin, 
where there were foreign correspondents, where there were foreign 
representatives who could see what was happening and could report 
it to the world. 

As you all know, we have a number of reasons—RIAS, which is 
able to penetrate into the Eastern Zone, the very visible progress which 
has been made in unemployment, the reduction of unemployment, the 
rebuilding in West Berlin. 

Next June there is to be another youth festival as there was 2 years 
ago, in the eastern part of Berlin. “Two years ago, as you will recall, 
some 2 million East German youths came to East Berlin, brought there 
by the Soviets, and the puppet government of the East, and some 
500,000 of them came over into West Berlin and they saw that what 
they were told in the East was a pack of lies. 

I think we all realize how important it is to keep this show window, 
to keep up the spirit of the Berliners, and to do everything we can 
to help them. I don’t think there is anything—probably more things 
will occur to me. 

Mr. Carnanan. You say there is to be another youth rally ? 

Mr. Lyon. There is to be one the 30th of May, the Ist, 2d, and 3d 
of June, I think. It will be on a smaller scale. I think they learned 
their lesson 2 years ago, and probably don’t dare have it on the large 
scale that they had it before, because it effectively boomeranged on 
them when all these young East German youth came over, talked to 
the Westerns; they were given food, they saw the fine shopwindows 
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after they were told we were all down and out. Actually, Mr. MeCloy 
had a lot of them to his house and talked to them. He asked them, 
incidentally, “Can you go and talk to the Semenov, the Soviet Control 
Commissioner,” and they admitted they couldn't. It was a great 
experience to them to t: alk to the American High Commissioner and 
sit around the table and meet him, and all of the other Western officials. 

Mr. Carnanan. How do you account for their holding this one, if 
the other one backfired ¢ 

Mr. Lyon. Well, I think they are probably going to try to see to it 
that this one doesn’t. I think they will make it most difficult for 
them to get to the western sector. They will probably keep them 
marching and parading and singing songs so much that they won’t 
have much time. They may even make it difficult for them if they 
do come, but I suppose they feel—they usually have one every year. 
They missed it last year. Maybe it is just a test to see whether they 
can get away with it and prove to us that things have changed, that 
their youth don’t want to come over. That is the only explanation 
I have of it. 

Mr. Vorys. Could we have for the record a statement of the popu- 
lation of West Berlin ? 

Mr. Lyon. Yes. 

Mr. Vorys. And the population of East Berlin ? 

Mr. Lyon. Yes, 2.2 million West, and 1.2 million in the East. 

Mr. Vorys. Has the population of Berlin been increasing or decreas- 
ing in the last decade, do you know? 

Mr. Lyon. As you know, following the war, it decreased by about 
1 million. In the last 8 years, and particularly in the last 3 years, 
it has been increasing, largely because of refugees, and Berlin has to 
absorb 5 percent of ‘all the refugees that come over from the East. 
As you know, last year we had ‘roughly 300,000 refugees who came 
over, so whatever 5 percent of that would be—and that is one reason 
for the record Mr. FitzGerald mentioned of the decrease in unemploy- 
ment, and why it is even better than it appears in figures, because in 
addition to the decreasing of unemployment, West Berlin has had to 
absorb 5 percent of the refugees, also it has had to absorb a great many 
West Berlin residents who worked in East Berlin but who had been 
little by little eased out of their jobs by the Soviets. They were told 
they would either have to live in East Berlin if they wanted to retain 
their job there, or get out. 

Mr. Vorys. Do you have any idea as to whether the population of 
fast Berlin is poing up or down? 

Mr. Lyon. I am afraid I can’t tell you that. My reaction is that 
it is more or Me the same, but I would have to check that. I could 
check it. 

Mr. Jupp. You say this uprising couldn’t have taken place except 
in Berlin where the correspondents were there to witness it and report 
it, but wasn’t there even a more drastic uprieing in Leipzig? 

"Mr. Lyon. We don’t know very much about that. 

Mr. Jupp. Our undercover people know something about it, don’t 
they ? 

Mr. Lyon. Yes, but what I meant was the world wouldn't have 
known about this thing and it would have been smothered out. To 
answer your question directly, it started in Berlin, and then through 
RIAS, largely, word got around through all Eastern Germany and 
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the Leipzig business, as I understand it, was a few days later, or 2 
days later. 

Mr. Jupp. Of course, the Communists said this was a Western plot, 
but I am afraid we can’t take quite that much credit for it. It was 
really a spontaneous thing. There was an incident which permitted 
the thing to grow, just because of the resentment that existed. It 
would have been a plot if the Soviets had done it, but with us it 
wasn’t. It was a wholly spontaneous manifestation which made it 
all the more important, isn’t that true? 

Mr. Lyon. May I take this off the record, sir? 

Mr. Vorys. Yes. 

(Discussion off the record.) 

Mr. Jupp. I understand that while the Soviets have set up, now, 
some three rows of barriers, including electrified barbed wire, there 
still are more people coming through the Curtain than was the case 
before they set up these very formidable defenses. 

Mr. Lyon. You mean coming from other satellite countries ? 

Mr. Jupp. Coming across from Poland, Czechoslovakia, whatever 
it may be that borders on Germany, coming through into the free 
world. 

Mr. Lyon. I am afraid I will have to take your friend’s word for it, 
because I can’t give you the exact answer on that. I don’t think I 
know. 

Mr. Jupp. He said some of it was amateur, but some of it had be- 
come professional. There were men who have developed rubber suits 
and shockproof pliers, and so forth, and for $1,000, or whatever figure 
agreed upon, they would cut a hole through the barriers and bring 
people through and go back and get another party a week later and 
bring it through. 

Mr. Lyon. I sincerely hope it is true. 

Mr. Jupp. In a sense, it is commercialized escape. People are so 
desperate that they resort to these measures to get through to the 
Western world. 

Mr. Lyon. That is the great thing about Berlin. If once they can 
get into East Berlin, then it is easy for them to get to West Berlin 
and then, of course, they can be flown out and get away. 

I know when I was in Poland before going to Berlin, a number of 
people were getting out, but it is my understanding within the last 
years it has been made much more difficult. 

Mr. Jupp. Is this refugee program under the so-called Kersten 
amendment—maybe you want to take this off the record—operating 
more effectively than it did for a time. There were people who came 
over and were not received and nobody took responsibility for it and 
in despair, they went back. 

Mr. Lyon. Yes, that is perfectly true. I think this refugee pro- 
gram will help enormously. I think it is all our duty to try and give 
these people a welcome when they come and I have always felt that 
Germany has borne a terrific brunt of this pa which is really 
an international or Western democracies problem. These people are 
choosing our way of living, rather than the horrible one they have had 
to live under, and I think we should help in every way we can. 

Mr. Jupp. May I ask Dr. FitzGerald a question ? 

I understand that the Communists have held out the same trade bait 
to West Germany as to other Western allies but in some respects the 
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West Germans have resisted it more than some of our other allies have, 

yartly because—so the interpretation given me ran—they realize that 
if they develop more or less consistent trade between East Germany 
and the Soviet bloc countries, they would, to a certain extent, become 
dependent upon those countries and thereby be putting a weapon into 
the hands of the Communists which, if the Communists chose to shut 
off the trade, would be very crippling to West Germany. Is that true ¢ 
Have they the foresight to exercise that sort of self-discipline? 

Mr. FrrzGeravp. It is my impression that the West Germans have 
been very realistic in their trade with the East. Of course, there 
are always some exceptions. It is my understanding that they have 
probably been less enticed by the offers the Soviets have made than 
some of the other Western countries who haven’t had the close and bit- 
ter experience that the West Germans had. Would you agree, Mr. 
Lyon ? 

Mr. Lyon. I would agree entirely and when you say “realistic,” I 
think that is exactly the word, because I think the Germans have 
studied this very carefully and understand that these tempting offers 
are really window dressing and when you get down to it, there is not 
a great deal the Soviets can furnish. Of course, it is getting to be 
more and more difficult as time goes on to hold the Germans in line 
in that respect, I am afraid. 

Mr. FrrzGeraxp. I think as the West German economy has ex- 
panded, there has been an increase in West German shipments to the 
Soviet countries. 

Mr. Jupp. There has been an increase ? 

Mr. FrrzGeratp. That is my impression. 

Mr. Jupp. Dr, Bullock was showing me these figures which he said 
just came in this morning. It shows that the Federal Republic of 
Germany gave $88 million in 1952, and in 53, $139. It is going up. 

Denmark, $44 million. France, $63 million. Italy, $62 million. 

Mr. Vorys. That is in East-West trade? 

Mr. Jupp. Yes, with the Soviet bloc. 

That is what I was dealing with. Naturally, the more their trade 
builds up with East Germany, the more they are dependent upon 
them. I mean not just East Germany, but the whole Soviet bloc. 

Thank you. 

Mr. Lyon. Historically, it is the natural trend. It will be more and 
more difficult. 

Mr. FrrzGrravp. That $139 million, Mr. Judd, compares with the 
total German exports in calendar 1953, of over $4 billion. 

Mr. Jupp. That is right. 

Mr. Vorys. Could we now proceed with the United Kingdom or are 
there other questions? We still have a lot of territory to cover yet 
this morning. Are there other questions on West Berlin at this time? 

I might say that I think we are going to have to spend some time 
in the discussion of East-West trade, and probably we can do it more 
intelligently, instead of taking it up country by country, by taking a 
look at the whole thing. 

Thank you very much. We will proceed with the United Kingdom. 

Mr. Jupp. Do we have anything from General Stewart on West 
Berlin? 

General Srewarr. I have nothing. 
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Mr. FrrzGeravp. Mr. Chairman, I will try to be very brief in my 
statement, and then you and the committee, sir, may ask the questions 
that you need to and it may save your time. 

The United Kingdom’s economic position currently is the best that 
it has been since the end of the war. The United Kingdom had a 
fairly substantial recession in calendar year 1952. Their industrial 
production that year fell back to the 1950 level. In calendar year 
1953, industrial production has expanded some 5 percent over 1952, 
and now in early 1954 is some 14 percent above the 1950 level. 

Gold and dollar holdings of the United Kingdom increased only 
slowly during the last half of 1953 and the first 2 months of 1954, 
are now increasing considerably faster, and the British are fairly 
rapidly relaxing many of the restrictions that they have previously 
had on trade, particularly dollar trade. 

Our program of assistance to the United Kingdom this year con- 
sists of a total of $200 million (excluding mutual defense assist- 
ance), all of which, in effect, is going to support the defense effort 
of the United Kingdom which, as the committee knows, is the largest 
of any other country except the United States. 

The assistance being provided the United Kingdom this year 
consists of the equivalent of $200 million, of which $85 million is being 
furnished through the direct purchase of aircraft for the RAF, and 
$115 million worth of surplus agricultural commodities. The local 
currency developed from that is allocated to and used by the United 
Kingdom for military expenditures. 

You will note that the United Kingdom is planning to maintain— 
in fact, we anticipate it will slightly increase—its defense expendi- 
tures in fiscal year 1955, up to slightly over $5 billion equivalent. 

In an effort to assist the United Kingdom in maintaining this high 

level of defense expenditures, which runs something equivalent to 
10% to 11 percent of GNP, we contemplate and recommend for your 
consideration, a proposal to continue to facilitate the modernization 
lan [security deletion] of the RAF, or the modernization of the 
Tnited Kingdom Air Force. The [security deletion] amount con- 
templated for next year would be used, it is proposed, for the purchase 
of aircraft for the use of the United Kingdom air forces. 

During the next few years [security deletion] it is the British plan 
to completely modernize their air force, and General Stewart, I am 
sure, can give you the details on it. We propose to assist in this 
modernization through assistance either directly in the purchase of 
aircraft, or through allocation of counterpart and local ss o currency 
proceeds for the financing of aircraft. 

The United States plans, if the committee and the Congress agree, 
to finance something like 20 percent of the total cost of the RAF 
modernization. 

I will leave to the military authorities the appropriate comment 
on the importance to us of this modernization, but 1 wish to advise 
this committee that in the considered judgment of those of us who 
studied the British capabilities of financing this program themselves, 
that they would not be able to do so to the extent of about 20 per- 
cent of this modernization without the assistance contemplated from 
the United States. 

Our program, therefore, in fiscal year 1955 is directed solely to the 
fiscal year 1955 modernization of the British Air Force. 








Mr. Vorys. Could we have General Stewart’s statement before we 
have questions ? 

General Srewarr. Since the inception of the MDAP program in 
1950, the British Army has undergone steady development to make it 
a more effective force. This has been stimulated principally by the 
obligations which the United Kingdom assumed under NATO. At 
present, the regular army consists of well-organized combat-ready 
divisions [security deletion] small [security deletion] but adequately 
equipped. 

( Discussion off the record.) 

General Stewart. The army can effectively receive, store, utilize 
and maintain the MDAP materiel programed for it. 

The Royal Navy, by the end of World War II, had built up a very 
large force. This navy is still in existence and has been undergoing 
modernization since 1946. No increase in surface forces of the Royal 
Navy can be attributed to MDAP since the United Kingdom has 
received no ship of any category under this program, there being more 
than sufficient vessels of all categories on hand or under construction 
to meet United Kingdom NATO commitments. 

(Discussion off the record.) 

General Stewart. All of the foregoing have resulted in the sub- 
stantial increase in operational effectiveness of the Royal Navy NATO 
forces. The navy can absorb and effectively use the MDAP equip- 
ment programed for it. 

In the case of the Royal Air Force, since the inception in 1950 of 
an air foree MDAP program for the United Kingdom, the Royal 
Air Force has continued to modernize its air force. The progress 


achieved has been reflected in an increase in the number of squadrons 
as well as more modern aircraft and equipment. 

(Discussion off the record.) 

General Stewart. The air force can effectively absorb and utilize 
the MDAP materiel programed for it. 

On page 100 of the force goals and progress book is the usual infor- 


mation we provide for each country showing the value of the program. 
You will note that the value of the MDAP program for the United 
Kingdom for fiscal years 1950-54, is $904.9 million. The value of 
the program in 1954, was $156.7 million. Proposed for fiscal year 
1955, is $162.6 million. 

I call your attention to the value of the programs for equipment and 
supplies, showing what has been shipped, the second table on that 
page, and particularly I call your attention to the proposed fiscal 
year 1955 program, where I direct your attention to the value of the 
army program. 

(Discussion off the record.) 

General Stewart. On page 103, of this same book, we have informa- 
tion as to the force goals, showing what we are supporting. 

(Discussion off the record.) 

General Stewart. The size of our military assistance advisory 
group has been 81, as shown on page 105. The military assistance ad- 
visory group will not actually increase. As a matter of fact, it will 
decrease by four people. 

Shown in that same column are those personnel involved in offshore 
procurement operations and those will be increased from 4 to 38, dur- 
ing calendar year 1954, so the total number of our people involved 

45700—54—47 
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in this program will increase from 81 to 108 in the United Kingdom. 
That’s all I have in the formal statement, Mr. Chairman. 
Mr. Vorys. Thank you. 
Now, we can proceed to questions and I have a question, if I may. 
In our committee report last year is this statement with reference 
to defense support? 


Although the bill does not allocate the $200 million authorized— 

this is defense support— 
Although the bill does not allocate the $200 million authorized to individua! 
countries, the justification for the original request of $300 million for this purpose 
included $100 million for the United Kingdom. The authorization was reduced 
to eliminate that amount in view of the fact that the economic situation of the 
United Kingdom has improved sufficiently in recent months to permit a reduc- 
tion in taxation. 

The conference compromised and restored $50 million to the defense 
support for Europe, making the total $250 million. The appropriation 
for this purpose was $220 million. 

Now, in none of this legislation was there any specific provision 
for the United Kingdom, or any provision against money going to 
the United Kingdom. Nevertheless, there is a clear legislative history 
that the defense support for the United Kingdom was not to exceed 
$20 million. 

We find in the fiscal year 1954 program: direct forces support, $85 
million; mutual defense support, $115 million, of which $60 million 
was section 550 sales proceeds, so that the mutual defense support was 
$55 million. There is $85 million and $55 million, totaling $140 mil- 
lion, and there is proposed $75 million direct forces support, which 
might be considered something like defense support for last year. 

Could we have an explanation of why the obvious legislative history 
of economic support to Britain was ignored ? 

Mr. FrrzGrerartp. Mr. Chairman, I'll be glad to set this forth. 

First of all, on the $85 million, sir, the request of the administration 
was for $100 million of assistance to be provided for, specifically, the 
RAF. That was reduced in the process of congressional consideration, 
to $85 million, and that is specially earmarked and provided for in 
one of the sections of the legislation—I don’t happen to remember the 
number. That is the $85 million item. 

With regard to the defense support, the history of the legislation 
as indicated by the chairman is obviously correct. The final global 
regional appropriation under section 541 amounted to $220 million. 
If one assumes that the reduction in the earlier proposal should have 
been prorated, the amount available for the United Kingdom under 
section 541, under the reduced appropriation, would be $73 million. 
As the chairman has indicated, the amount actually made available 
under section 541 of the legislation, was $55 million of defense sup- 
pert, In addition, as the chairman has indicated, in addition to the 
$55 million made available to the United Kingdom under section 541, 
and within the $220 million appropriation for that section, there has 
also been made available under the provisions of section 550 an addi- 
tional $60 million. We have sold to the United Kingdom, as directed 
by the Congress under the provisions of section 550, $60 million worth 
of surplus agricultural commodities. Those purchases by the United 
Kingdom represent additional exports of surplus agricultural com- 
modities, a matter in which this committee and the Congress was very 
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vitally interested at the time that this legislation was passed, and 
since. 

In implementing the directives of Congress in respect of section 
550, we found that one of the places where that program could be 
implemented and where additional agricultural commodities could 
be shipped was the United Kingdom. 

We made these sales for local currency to the United Kingdom and, 
as a consequence, $60 million worth of pounds were available for use. 
The priority use which we felt those pounds should be used for was 
for further expansion of United Kingdom military effort, particularly 
their air force. 

Mr. Burteson. Mr. Chairman, may I ask a question at this point ¢ 

Mr. FitzGerald, when you say additional, you mean over and above 
normal markets ¢ 

Mr. FitzGerap. Yes, sir. 

Mr. Vorys. Is that the end of your explanation ¢ 

Mr. FrrzGrrap. Yes, sir. 

Mr. Vorys. There is nothing secret about this. This wasn’t like the 
{security deletion]. Nothing is clearer in the legislative history of 
this bill than that the mutual defense support for the Untied Kingdom 
couldn’t conceivably exceed $20 million any way you figure it. 

Mr. Jupp. If the gentleman will yield, Dr. FitzGerald says if it had 
been prorated it would have been about $73 million, but as I under- 
stand it, there was a prohibition against prorating it. I mean it was 
the will of the Congress that it not be prorated. That was specifically 
made clear. The fact that it wasn’t prorated quite as much as it might 
have been on the basis of the past, doesn’t justify any prorating at 
all in my opinion. 

Mr. Vorys. It is perfectly clear to me that if the committee or the 
Congress wants to limit economic aid to the United Kingdom, they 
have got to do it by a specific prohibition. We have always in this 
legislation attempted to avoid naming the amounts countries should 
get and naming countries that should not get support and we were 
able to defeat [security deletion], over on the floor last year, largely 
by arguing that it was not sound legislative policy to either play 
favorites or to blackball countries by name in this legislation, but it is 
perfectly obvious to me that the only way the Congress can prevent 
economic aid at least to the United Kingdom, if that is their wish, 
is to prohibit it specifically and name the country. 

Mr. Jupp. I wish they would submit for the record, Mr. Chairman, 
a comparison of what they actually did under the current year’s legis- 
lation and what was set forth as the Congress’ will in this table on 
page 32 of our committee report, where we took the whole $200 mil- 
lion and broke it down, [security deletion], and so on. Then the 
Congress added $20 million to it, which could be used for the United 
Kingdom. 

Where did they get the $55 million? Out of which other countries 
was the $55 million taken ? 

Mr. FirzGerravp. The extra $35 million, I believe. 

Mr. Jupp. $35 million, that is right. 

Mr. FrrzGrraxp. I would have to go through the details. 

Mr. Vorys. The Appropriations Committee, having gone over the 
amount, authorized by this committee only $20 million, it is stretch- 
ing it pretty far to say that they meant all of that for Britain, so that 
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I am giving the outside limitation to any conceivable interpretation 
of congressional intent when I suggest that $20 million was authorized 
for defense support for Britain. ‘A more rational explanation would 
be that only a percentage of that $20 million should be allowed to 
Britain. 

Mr. FrrzGrrarp. I was going to say, Dr. Judd, that one of the 
items listed in that table which you just read, was Austria, $20 million. 
Well, as it turned out, the Austrian economic situation improved so 
materially in the months succeeding these hearings a year ago, that 
no aid was necessary to Austria, during the current fiscal year, so 
a partial answer to your question would be that of the additional 
$35 million, $15 million was available by virtue of the lack of necessity 
for making : any assistance available to Austria last year. 

Mr. Jupp. That again illustrates if I may put it bluntly, how com- 
pletely unreliable many presentations to us are. We went ahead on 
the basis of the presentations last year and had this part put in. It 
is in the very first paragraph. 

Austria requires economic assistance because nearly one-third of the country 
is occupied by Soviet forces under conditions which prevent Austria from 
getting on its feet economically. It is essential that the United States continue 
to support the Government of Austria so that Austria can continue to exist. 

You see we were told last year that Austria was so urgent that we 
gave it first priority. It was impossible for it to get on its feet 
economically. 

We provided $20 million. It would have been plausible to cut it 
$2 million or $5 million or even $10 million. But, to cut from $20 
million to zero in the last 10 months is an extraordinary performance. 

I remember when they came here and wanted some $70 million at 
the end of the UNRRA program—$73 million I think it was for 
Poland, of which about half was for food supplies and about a quarter 
for essential minerals that could be used in munitions and another 
quarter for machine tools. We were told there would be mass starva- 
tion if we didn’t provide it. We checked and found there was no food 
rationing in Poland and there were actually food surpluses, as is 
historically the case. So they then reduced the request from $35 mil- 
lion or so for food, to zero, in a period of 3 weeks, and it wasn’t during 
the harvest season. It was April and May. They just did not know 
what they were talking about—or worse. 

We sit here year after year and go through these hearings and it 
really is discouraging. We go down to the House and in good faith 
tell our colleagues, “We can’t give you the whole dope, but this is what 
we are told are the needs,” and then we are w rong. My face gets red. 
T don’t know whether the faces of the rest of you do, or not. I don’t 
mean to say you should spend $20 million for Austria just because it 
was programed ; but it is that kind of thing which makes everybody 
suspicious of padding, and unconscionable “padding—something put 
in of which not 1 cent is needed. 

Mr. Vorys. This amount described as undistributed on page 32 of 
our report wasn’t just a miscellaneous figure, but it was justified in 
two items down to the dollar before this committee. 

Mr. Jupp. The sentence above says the authorization, the $100 mil- 
lion for England, was reduced to eliminate that amount. That is, 
it was cut down $100 million precisely to eliminate that amount to 
Britain. It is just as plain as day. 
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Mr. Vorys. There is nothing secret about our discussion this morn- 
ing, or about what we presented to Congress. There is nothing secret 
about what they did. The executive branch just simply ignored that 
legislative history because they weren’t bound. There was no specific 
prohibition. 

I remember the gentleman from Minnesota entered into a colloquy 
on the appropriations bill as to whether expressions in the report were 
considered by the Executive as binding—because if that were true, 
then it couldn’t be reached by an amendment—and criticized that 
form of legislation by a committee. Perhaps we are also to be criti- 
cized. It is going to make quite a chore to write all this into legisla- 
tion, but apparently that 7s what we are up against. 

Are there other questions ? 

Mr. FrrzGrravp. May I make two comments, Mr. Chairman ? 

Mr. pes ys. Yes, but first Mr. Nolting. 

Mr. Noxrrne. Without getting into the illustrative programs and 
how closely they have been followed or not followed, it appeared to us 
at the time this question came up, that in order to meet the overall pur- 
pose of the bill there was a need to build up the RAF as rapidly as 
possible to compensate in part for the delay in getting additional 
ground forces as a result of the delay inr atification of the EDCT reaty. 
There could be no str onger contribution to NATO defenses achievable 
in the short run than that which could be achieved through strength- 
ening the RAF. From an overall point of view, it seemed to us that 
this was one way to accomplish the overall aim and purpose of the 
bill at a time when, because of unavoidable delays in the ratification 
of EDC, there wasn’t a chance of getting ground forces. 

Mr. Vorys. Just specifically what was the $55 million spent for ? 

Mr. FrrzGrrarp. The dollars 

Mr. Vorys. Understand I am not referring to the section 550 mat- 
ter, I am subtracting the $60 million from the defense support item of 
$115 million. We could be ss aying, here, that the Executive exceeded 
their legislative authority by $90 million, or by the difference between 
$115 million and $20 million, but I am omitting the section 550 trans- 
action, and just taking the $55 million. Iw ondered what it was spent 
for. 

Mr. FrrzGeratp. $36.6 million of that was spent for cotton, and 
$14.9 million was spent for coarse grains, and the balance for other 
foods. 

Mr. Vorys. For coarse grains and other foods. Now, Mr. Nolting, 
tell us how that put more RAF airplanes into the air. 

Mr. Norttne. Mr. Chairman, this involved the whole question of 
the proceeds of the section 550 sales of $60 million, as well as 

Mr. Vorys. No, Iam talking about the $55 million. 

Mr. FrrzGrratp. Could I answer that, Mr. Nolting? 

Mr. Norrie. Yes. 

Mr. FrrzGrrawp. The counterpart of that $55 million is being used 
to pay for expanded military equipment produc ed in the United King- 
dom. 

Mr. Vorys. What military equipment ? 

Mr. FirzGeratp. Additional aircraft and support for the ground 
forces. 

Mr. Vorys. Support? 
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Mr. FrrzGrratp. That is additional assistance to the ground forces 
of the United Kingdom. It has been split between the Air Force, 
payment for additional aircraft, and for additional materiel for the 
Armed Forces. 

Mr. Vorys. How do you mean, additional to what ? 

Mr. FrrzGrratp. Additional to that which the British had budg- 
eted from their own resources. Additional to the British currency 
which the British put up and paid out to suppliers for such equipment. 

(Discussion off the record.) 

Mr. FrrzGerartp. We will have to dig that out. 

Mr. Jupp. Here is my difficulty: I go back to 1949, before Korea 
when the administration was writing China off—publicly putting it 
in the white paper that it was finished. But Congress went ahead 
and appropriated $70 million “for the general area of China” to take 
care of areas like Indochina which the Congress saw was threatened. 
And, they didn’t spend any of that which we authorized them to use. 
But here we asked them not to spend for a certain purpose and they 
went ahead and spent it anyway. They still do what they want, re- 
gardless of the will of Congress. I don’t know what function we 
serve here except to take the people’s money away from them and give 
it to other people to spend. 

Mr. Vorys. Are there further questions? 

Mr. FrrzGrratp. May I comment, however, Mr. Chairman, on one 
point that Mr. Judd made and that was in connection with Austria. 

It is wholly correct, Mr. Judd, that we did not forecast the eco- 
nomic developments in Austria a year ago the way they actually de- 
veloped. When you are dealing with economic matters and forecast- 
ing the trend of development in a particular country a year to 18 
months ahead, you can never be categorically sure that your fore- 
casts are correct. 

In the case of Austria, two particular things happened that we had 
no way of forecasting. One was that the crop in Austria turned out 
to be much better than we had any reason to expect under normal 
conditions, and second, there was a very heavy influx of tourists into 
Austria, in part due to the fact that for several weeks in France there 
was a transportation and other public utilities strike and a great many 
tourists who planned to go to France didn’t go to France, they went 
to Austria, and Austria got the benefit of it in foreign exchange 
earnings. We cannot forecast those things, sir, as you know. 

Mr. Jupp. That’s right, but it is strange that some dumb Congress- 
man can go out to Indochina and after a very few days see what is 
happening, but our whole Defense Establishment can’t discover what 
is happening out there, and misses the boat. 

The Congress saw it as far back as 1949, the threat in Indochina. 
It was as plain as the nose on your face. And, yet, the administration 
refused to use funds for that area for the purpose for which it was 
given. 

Now, if I may drop that for a moment, I want to compare your 
classified book with the one from which we have been working, the 
secret one. It is page 163. 

Mr. FrrzGerap. In the unclassified one, sir? 

Mr. Jupp. Yes. Asa matter of fact, this one from which Dr. Bul- 
lock copied the figures are revised as of April 15, whereas the date in 
the secret book is April 7, so that is the later figure. If you will look 
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at page 163, of the unclassified—is that what they call the unclassified ? 

(Discussion off the record.) 

Mr. Jupp. Mr. Chairman, this revised or unclassified report bothers 
me. I assumed when they left stuff out because it wasn’t advisable to 
make it public they would put in something like “X’s” [security dele- 
tion]. Actually, for [security deletion] they left out a figure and left 
it. blank without any indication that the thing is not a complete and 
full report of the transaction. That bothers me because it makes me 
wonder about everything else I read in the unclassified, wherever the 
blank spaces are, whether something has been omitted without any 
indication of the omission. 

Is that a policy followed all the way through ? 


STATEMENT OF JOHN E. MURPHY, CONTROLLER, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Mourpuy. Yes, sir, that is the policy. The information in the 
classified version was deleted in its entirety. 

Mr. Jupp. No indications, no asterisks, or anything? 

Mr. Murpuy. That’s right. I can visualize situations and I am 
sure you can, where even an indicator would give away information 
which wouldn’t be desirable. I mean, if you indicated in some oc- 
casions just the countries which were designated to receive it, it could 
be significant. 

(Dise ussion off the record.) 

Mr. Jupp. What it amounts to is, it fools us, but probably doesn’t 
fool anybody else. 

Mr. Vorys. Now, I would like to ask General Stewart a question 
about the United Kingdom. I am looking at page 103 of your top 
secret force goals book which says, “Fiscal year 1955, JCS force 
basis.” 

Mr. Jupp. Where is that? 

Mr. Vorys. Page 103 of the brown book. 

(Discussion off the record.) 

General Stewart. Yes, sir. 

Mr. Vorys. Does the [security deletion|—I haven’t time to add 
them all up, but does the [security deletion] provide the [security de- 
letion] aircraft proposed for fiscal 1955 ¢ 

General Stewart. That is a matter of the detailed program that I 
would like for General O’Hara to answer. 

General O’Hara. That’s correct, sir. 

Mr. Vorys. Now, you told us before that the JCS force basis is 
what our own Joint Chiefs feel is the proper amount to be expected, 
the expected force for a given country, is that right? 

General Stewart. Yes, sir. It is their estimate of what we should 
contribute to and it is also conditioned on what they think they will 
actually have, yes, sir. 

(Discussion off the record.) 

General Srewartr. They are only concerned with the MDAP fund 
and the MDAP program. 

(Discussion off the record.) 

General Srewarr. I would like to say that I am not certain that 
they were unaware of it, but in the letter which they acted on, to estab- 
lish the force basis, that information was not made available, as far as 
I know. We gave them just the money that was in the program, or 
in the proposed program. 
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(Discussion off the record. ) 

Mr. Vorys. Is it contemplated that part of the [security deletion] 
that is in the presentation before us, is going to be spent for offshore 
procurement in Britain? 

General Srewart. Yes. 

Mr. Vorys. How much? 

(Discussion off the record.) 

Mr. Vorys. Here is [security deletion] additional aircraft that 
somebody says would be a nice thing. Now, who passed on that, 
and how many aircraft are there, and how does that tie into the NATO 
military concept? Who can answer that ? 

General Srewarr. I would like to answer, sir. I would like to try to 
explain 't as I understand it. 

The JCS force base is in actual forces that the JCS thinks the coun- 
try is going to raise and which it recommends we make contributions 
toward in the MDAP fund. 

Now, the force base goes back to what the country says it is going 
to do in the annual review. Please understand we are getting out of 
my program when we reach that point. Now, the country says, “We 
are going to have so many aircraft, providing we get a certain 
amount of economic assistance, or some kind of assistance to help us 
raise that many,” and so you have actually a separation. They come 
up witha figure they are going to have, which may have some reserva- 
tions in it as a result of some aid they are going to get and we con- 
tribute toward that force basis inthe MDAP program. You have two 
separate propositions there. 

I think that is a fair picture, but I am perfectly willing to be cor- 
rected if it is not. 

(Discussion off the record.) 

Mr. Vorys. My attention has been called to Mutual Defense Fi- 
nancing, chapter II of the present law, which mentions “not to exceed 
$100,000,000 for manufacture in the United Kingdom of military air- 
craft required by United Kingdom forces for the defense of the North 
Atlantic area.” 

Now, as I understand, $85 million was spent for that purpose last 
year. 

Mr. FrrzGerap. Yes, sir. 

Mr. Vorys. And, as I understand it, the [security deletion] is it 
subject to the same limitation ? 

Mr. FrrzGerap. Yes. 

Mr. Vorys. Now, to get back to the history of who talked about 
the aircraft—if you are not committed to SACEUR, then it would 
appear they are not required by United Kingdom forces for the defense 
of the North Atlantic area. 

General O'Hara. May I comment on that? 

Mr. Vorys. Yes, comment on that. 

General O’Hara. There are two classes of forces in European coun- 
tries, NATO countries. There are NATO forces, and those include 
forces required for home defense, as well as forces required by 
SACEUR, to carry out his mission. 
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Therefore, in NATO forces, you have forces other than those com- 
mitted to SACEUR. These aircraft being bought | security deletion | 
according to my understanding, are in NATO forces, but are not com- 
mitted to SACEUR. 

Mr. Vorys. On page 105 of your force goals book, you give figures 
on the strength of armed forces [security deletion]. That is per- 
sonnel. 

Now, they have to have some airplanes. That is for Britain’s im- 
perial defense. Is the [security deletion] going to be for that force? 

General O'Hara. I don’t think so. They are in the NATO forces, 
but the NATO forces do not include those required by the British 
in the Middle East and the Far FE: 

Mr. Vorys. Can you tell me about that ? 

Mr. FrrzGerratp. They are part of the British aircraft which are 
represented by the modernization plan which includes not only the 
forces that are directly committed to SACEUR, but also the support 
forces. Both those that are in support of the NATO, and those which 
the British may need in other parts of the world. 

(Discussion off the record.) 

Mr. Vorys. Now, you told about [security deletion] and haven’t 
gone through it carefully, but isn’t this it, that as you get back to 
SACEUR, when you get back to what is committed, what we are doing 
here is not only taking care of what is required and committed to 
SACEUR, but we are also giving support to general empire forces 
which would no doubt all be available under M-day circumstances, 
but which, meanwhile. perfor ms a lot of functions with which we are 
not directly connected? That is a leading question, but I am putting 
it the way I think it is, and I want to be corrected by you or someone 
else, Mr. FitzGerald. 

Mr. FrrzGrrarp. I am not an expert on that [security deletion]. I 
would prefer to defer to General Stewart or General O’Hara, if I may. 

General Stewart. Mr. Chairman, I think you have stated it cor- 
rectly. It is an overall plan in an effort to increase the finest air force 
outside of the United States, on the Western side. They are obviously 
aircraft with great range that can be used in many parts of the wor ld, 
and there is the matter of fe: sibility that is sometimes not desirable, 
that certain units be specifically earmarked for this demand and held 
in there. 

In the event of war, all these forces are available for the North 
Atlantic Treaty Organization. This whole plan is an effort to build up 
the RAF to support the NATO forces between ourselves in the event 
of war. Part of it isin my program and part of it isin FOA’s program. 

Mr. Vorys. We are not going to take time, now, but we are going 
to have a field day on the two general concepts of defense support and 
direct forces support some day before our committee. 

In both instances, direct forces support and defense support and 
the special [security deletion | aud so forth, we have decided that 
forces which a country’s economy cannot support are necessary or are 
a good thing for the whole plan. Isn’t that right? 

‘General Stewarr. Y es, sir. 

Mr. Vorys. That decision is a combination military, political, diplo- 
matic, and economic decision made at the country level by our 
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MAAGS, and in our own Government by a combination of military, 
political, diplomatic, and economic agencies. 

Isn’t that right ? 

General Stewart. That is correct, sir. 

Mr. Vorys. Now, I am sure that the entire committee at this point, 
as we hope to finish up with Europe, would like to have an outline of 
the proposed military programs for France and Italy for fiscal year 
1955. 

Mr. DuVau. Could I just inject one point on this aircraft matter? 
I feel we should submit a further statement in explanation of these 
overlapping programs. I think that we can demonstrate that all the 
planes furnished either under the military program or under the direct 
forces support either are NATO forces or are committed to the support 
of the NATO area, under arrangements which General Gruenther has 
specifically approved. Now, will you take this off the record. 

( Discussion off the record. ) 

Mr. FrrzGeraup. On the table I made available to you, you will 
find at line 10 the percentage of United States contribution to this 
total, United Kingdom aircraft program for the several [security 
deletion | years involved, and as you will note from those percentages, 
sir, the British are paying from 90 percent to 77 percent of the total 
cost of this force. 

Mr. Vorys. Off the record. 

(Discussion off the record.) 

General Srewarr. With reference to EDC countries, a separate 
program has been prepared during fiscal year 1954 to comply with pro- 
visions of the Richards amendment. One-half of the fiscal year 1954 
European title I funds for equipment, approximately $600 million, are 
reserved for this program. That is one-half of approximately $600 
million. No deliveries have been made to any country from this pro- 
gram, despite the ratification of EDC by certain countries. 

The amendment has not affected deliveries to date because of pro- 
duction lead time and administrative delays in implementing the fiscal 
year 1954 program. It will begin to cause suspension of deliveries in 
October or November of 1954 and will reach maximum effectiveness 
during the spring and summer of 1955. The military departments 
have reported that no serious storage problem will result from sus- 
pension of deliveries because of this amendment until late in 1954, or 
early in 1955. A serious storage problem is expected both in the United 
States and in foreign countries, if the amendment continues in effect 
beyond July 1, 1955. 

Long lead-time items, such as aircraft, tanks, artillery, electronics, 
and ammunition for domestic and foreign production will have to 
be prepared for and held in long-term storage. 

No particular administrative difficulty has resulted from this pro- 
vision to date. However, it will become a complicated administrative 
problem if a separate, nondeliverable materiel program for fiscal year 
1954 is maintained after the fiscal 1954 program is merged with the 
1953 program. If continued in 1955 in its present form, the provision 
will have an adverse effect on the programs of the European area title I 
countries not prospective members of EDC. 

It happens the total funds allotted to EDC country programs equal 
approximately one-half the total 1954 programs proposed for the 
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title I area. This year—that is fiscal year 1955—only about one- 
uarter of the European area program is intended for EDC countries. 
hus a continuation of the transfer of 50 percent of the funds appro- 
priated for the European area to the EDC program would materially 
affect the programs for non-EDC countries [security deletion]. 

Mr. Vorys. Now, just at that point, under the existing law, since 
the Defense Department knows in great detail the legislative history 
of the law, it is obviously contempl: ated that deliveries should proceed 
to the non-EDC countries. The amendment was quite obviously 
intended to interfere and to impede deliveries to the EDC countries. 
Since that was the intention, I cannot see why it interferes with the 
deliveries to [security deletion]. 

General Srewart. It has not so far and will not through fiscal 1954 
because the amendment read that 50 percent of the mater iel purchased 
by funds appropriate to title I will be delivered to EDC countries. 
The fact that the EDC countries were approximately 50 percent of the 
program made it very easy to make full deliveries as fast as we could 
to the non-EDC countries. In fiscal 1955 only one-fourth of the 
funds we are requesting are scheduled to go to EDC countries so if 
the amendment still reads that 50 percent shall go, it would force us 
to increase EDC country programs, even though we didn’t make deliv- 
eries and would result in a decrease in the other. 

Mr. Vorys. I see your point. Now, as you know, we discussed the 
other day at some length and will not go over it again, the idea that 
the proponents of the Richards amendment, including Mr. Richards 
himself, had in mind stopping deliveries to EDC countries and not 
stopping them elsewhere, so at least that change in the law would be 
very easy to work out. 

General Srewart. That is right. 

In the fiscal year 1955 program, there is only $80,339,610 proposed 
for EDC countries. The total for all title I is $430,895,337. This is 
for materiel only, sir. The amendment applies only to materiel. 
This is materiel money and it will not check with the training and 
administrative money thrown in. 

I think this illustrates how small are the funds actually being 
requested for EDC countries, and brings out the point that to carry 
out the evident intention of the Richards amendment, we need some 
new language to permit us to make full deliveries to non-EDC coun- 
tries, in fiscal year 1955. 

Mr. Vorys. Now, as to the $80 million. What is the leadtime and 
delivery date on the items covered? Can you give us that figure ? 

General Srewarr. In the proposed programs? 

Mr. Vorys. Yes. 

General Srewarr. About 18 months, on the average, sir, particu- 
larly in the Army and about 2 years in the Air Force and the Navy. 
That varies with items, of course. 

Mr. Vorys. For instance, for France what do you propose? 

(Discussion off the record.) 

General Stewart. Yes, sir; I think that is a fair statement of the 
average. 

Mr. Vorys. Now, with reference to Germany, what do you have? 

General Srewarr. We have carried a tentative program for Ger- 
many for the last 3 years which would be effective only when EDC was 
ratified, or some other legal arrangement was made. 
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( Discussion off the record.) 

General Stewart. Some of it is stockpiled in such a way that we 
could initiate shipment within 30 days. It is actually segregated, 
packed, and crated. Other parts are made up of things that were 
not badly needed by other programs and were available, and we set 
them aside. 

We would be able to start producing, on very short notice, the 
items shown in the table, which in the classified book appears on page 
37, but it also appears in the regular secret book—not this highly 
classified force book. 

(Discussion off the record.) 

General Stewart. You will see on page 37 items we have programed 
in the fiscal year 1954 program. [Security deletion.] I have to 
break in here to say the “shipped’ and “nonshipped” means they have 
been segregated. Nothing has been delivered to Germany. 

(Discussion off the record.) 

Mr. Mourpuy. I think I can offer an explanation there. The figures 
declassified last year were limited to just the fiscal year 1954 figures 
for those countries. No cumulative figures were declassified, nor are 
they now. 

Mr. Vorys. For instance, we had Yugoslavia in last year. 

Mr. Murreny. And that was limited to the European area, too. 

Mr. Vorys. Greece and Turkey we still classified last year, but of 
the original 12 in NATO, plus Yugoslavia, they were all shown in 
our report. 

General Stewart. We have tried, quite strenuously, in the last year, 
te go as far as we can in declassifying for the purposes of the com- 
mittee, and I believe they are fairly well declassified. 

Mr. Notttnc. I hope, because of the rapid development on the 
Trieste thing, the other figures may be available by the time this bill 
is reported out. 

(Discussion off the record.) 

Mr. Vorys. Now you have actually accumulated and segregated a 
lot of this stuff, and the segregation would be roughly what you would 
call shipped, in your paper? 

General Stewart. Yes, sir; it is a technical term. You will recall 
we had a great deal of difficulty with the General Accounting Office, 
and this is one of the things in addition to being ready to ship quickly 
that we have done. We have taken it out of Army stocks and we 
got some storage places here in the East where we have crated it and 
kept it straight. 

Mr. Vorys. Is that the type of equipment that would be useful to us 
if it didn’t go to Germany? 

General Stewart. It would indeed, sir. It is exactly the same type 
of equipment. 

Mr. Vorys. I think we have covered the most significant parts of 
the military and economic program for Europe. Is there anything we 
ought to touch on right now ? 

General Srrwarr. No, sir; but I want to advise you that the Chief 
of the MAAG, in France, is in this country. He came over here not 
because of this committee’s questioning him, but on another mission, 
and if the committee would like to talk to him, he can be made avail- 
able Monday, as far as I know. He’s due in town today. 
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Mr. FrrzGrratp. Might we have the privilege of entering a brief 
statement on one other item on the European side, a small program 
for technical exchange in Europe, in fiscal year 1955 ¢ 

Mr. Vorys. Yes. 

Mr. FirzGrrap. It is in the book, but I would like to get a small 
one in the record. 

Mr. Vorys. Very well. 

(The statement referred to is as follows:) 


A total of $7.5 million in new funds is being requested to continue the technical 
exchange program in Western Europe. With estimated reobligations of $1.7 
million of old funds, a total of $9.2 million would be available for this purpose 
during fiscal year 1955, a sharp reduction from the fiscal year 1954 program of 
$15 million. 

The specific activities for which funds are requested are directed primarily 
at giving key persons from European industry and agriculture a better under 
standing of the functioning of the United States free-enterprise economy. In 
all, some 1,600 Europeans, factory owners, managers, engineers, foremen, trade- 
union officials, and technicians of all kinds, will be brought on short-term visits 
to the United States. About 165 United States specialists and technicians, busi- 
ness school educators, and the like will be sent to Europe. Selected technical 
literature will be provided to European productivity centers and certain demon- 
stration activities, particularly in the agriculture and labor training fields, will 
be undertaken with European currency purchased by the United States. Experi- 
ence during the past few years under United States programs of technical 
exchange in Europe has demonstrated that such programs can be gradually but 
increasingly effective in overcoming existing obstacles to the growth of European 
output and the improvement of standards of living. 

No funds appear for the United Kingdom, the Netherlands, and Belgium in 
the illustrative budget which has been submitted. While it is not proposed 
to finance systematic programs in these countries, the FOA may finance indi- 
vidual projects in these countries if, in the view of country directors, they are 
of particular importance in achieving United States objectives. 

The Administration has also been requested to provide FOA services in con- 
nection with self-financed technical teams coming on study trips to the United 
States. The teams would pay their own way, including the direct dollar cost, 
but would make use of FOA facilities in arranging the study trip and seeing 
it through to a successful conclusion. Such facilities would include making 
the necessary contacts in industry and providing a project manager to accom- 
pany the team. FOA has already filled one such request, and proposes to fill a 
number of such requests in fiscal year 1955. 

The Administration is also actively encouraging the expansion of technical 
exchange activities between the European countries themselves. Because of 
the similarity of problems and environments as between the various European 
countries, intra-European technical exchange can be of great effectiveness in 
many sectors, particularly agricultural. It is expected that under the auspices 
of the newly created European Productivity Agency, there will be a further 
acceleration of intra-European technical exchange in fiscal year 1955. 

The request for European technical exchange funds appears in title III of 
this legislation, rather than in title VI, because the Act for International Devel- 
opment which forms the basis for title VI deals with technical cooperation in 
underdeveloped areas only. The technical-exchange program in Europe has been 
specifically worked out to help solve the problem of low productivity in an area 
which has already developed a high level of technical skill. 
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Europe: Technical exchange program, by type of project, fiscal year 1955 


[In thousands of dollars] 


























Type A | TypeB | 
(Euro- | (United | Work- Local 
Country peans to; States | study ‘Sooner Total 
United jexperts to| training | G&™On- 
States) | Europe) strations 
Austria antennae sey miata 172.0 108. 0 105. 0 61.0 446.0 
Denmark ___. ; 7 soblinbomeala 136. 2 wetness puleliocet ; 136. 2 
France. ._. ire niwdhiacinivete | 468. 0 BOA.@ Ricniktass 20.0 602.0 
Germany (Federal Republic) 286. 0 117.0 70.0 33.0 506. 0 
OEE peice gekiie Saneaecopneibaisnenl 150. 0 Cl aiken : 330.0 
Italy ._.. pbdelistnhiiowws ectnvds bibedboue 312.1 BFE D lesacncdied 65.0 555. 1 
Norway... , nil dicted bit — sed 133. 8 BAe Tesiecee ‘ 5.0 192.8 
Portugal _.... sah edidasivnigine ciety ie pts aghkbuas\ek 14.0 lt Resbenciite 150.0 172.0 
Yugoslavia _. ehapeenaitinenchdnie 282. 5 220. 5 ahaa 197.0 700.0 
European Productivity Agency - ---- sbdeueaads 932. 2 589.3 |... ada 643.4 | 1 2,364.9 
CL to tle Blin lds aiirldibinntnmms nuanadimned 2, 886, 8 1, 568.8 175.0 1,174.4 | 16,005.0 
Washington operations expenses__........._.-- scniicmae sable eo eeliceetnns oo acteeemalameclel 1, 500.0 
Mission operations expenses --_-_-_...........--.--.-- Lideok Deeibe g PSVetiis Fibs Oe 1, 700.0 
I ial Ath omemiedimianeabieniientianaeeten pecnpncisinknddonmeinsiinttagieiaed 9, 205.0 
SAS Ts aithtetcccctstsdiéccnicletincas Kaabii: phiinaiceca atiedcuhetailoeinewasal 1, 705. 0 
NEE... nanneaccinesgrarccencenecyenmsoadrhnesee] coon ene yeslobescmemselnepeabnst Ep aisanioeei 7, 500. 0 








1 Includes $200,000 for technical supplies and equipment. 


Mr. Vorys. The committee stands adjourned until 10 a. m. Monday. 
(Whereupon, at 1:15 p. m., the committee adjourned to reconvene 
Tuesday, May 18, 1954, at 10 a. m.) 
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THE MUTUAL SECURITY ACT OF 1954 


TUESDAY, MAY 18, 1954 


House or REPRESENTATIVES, 
COMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C. 

The committee met, in executive session, in room G—3, United States 
Capitol, at 10:10 a. m., Hon. Robert B. Chiperfield, chairman, pre- 
siding. 

Chairman CuHIpPerFireLtp. The committee will come to order. 

General Stewart, will you please introduce our first witness. 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, DIRECTOR, OFFICE 
OF MILITARY ASSISTANCE, DEPARTMENT OF DEFENSE 


General Srewarr. Mr. Chairman, we have with us today General 
deShazo, who has been Chief of MAAG, France, about a year and 
a half now. 

He was in this country on some other business, and I suggested it 
might be of interest to the committee to talk to him. 

General deShazo is prepared to tell you about what happens in his 
MAAG and answer any questions you might have. I think he has 
a short opening statement. 

Chairman Currerrtetp. Very well. You may proceed, General. 


STATEMENT OF MAJ. GEN. THOMAS E. deSHAZO, CHIEF, MILITARY 
ASSISTANCE ADVISORY GROUP (MAAG), FRANCE 


General peSxzo. I do not have access to my files which contain a 
great deal of statistical data, but I am prepared to answer questions 
in the area in which we operate. 

The country team includes the Ambassador, the Chief of the 
MAAG, and the Director of the FOA mission. 

The MAAG is primarily interested in the end-item program for 
the French Army, Navy, and Air Force. 

In our program there are many controversial aspects, and many 
things about it which are subject to criticism. I would propose to 
avoid those except as you might ask questions, sir. 

There are some credit items on the ledger, and I would prefer to 
talk about those. We have achieved certain things, and I would like 
to report on that, if I may, sir. 

Chairman Currerrrevp. Very well. 

General ppSuazo. When the aid program started in France in 1951, 
the force goals were set on a requirement basis, according to what 
NATO felt was required as opposed to what the country was able 
to support. 
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There have been short falls or cutbacks in goals because the coun- 
tries, and particularly France, felt she could not economically support 
those forces. 

Right now, at this point in our programs, we have just about pro- 
vided and financed equipment for those forces which we think France 
can come up with. In the French answers to the annual question- 
naire, she has indicated that she has leveled off on the forces that she 
can create and sustain over a long period of time. 

In the various services, and in the case of the Army, there are now 
a specific number of [security deletion] Army divisions, and we have 
delivered 95 percent of the major items of equipment that those forces 
will require. 

Now there are gaps in the program which we feel we must fill and 
which we are endeavoring to fill. These are principally in the sup- 
port forces that would balance those out so there would be the all- 
around combat potential that any other division would have. We use 
that as our pattern to try to fill those gaps. 

(Discussion off the record.) 

General peSuazo. I was not there in the 1951-52 period, but I can- 
not see that the slow delivery of equipment has materially affected the 
creation or the training and equipping of the French forces that they 
have come up with. 

(Discussion off the record.) 

General peSHaAzo. The equipment that has been delivered to them 
is well along and is practically [security deletion] delivered. There 
are some long lead-time items that are not there yet and will not be 
there until delivered through the offshore procurement program. 
Many of the products [security deletion | and similar classes of items 
will be scheduled to come in in 1955, 1956, and some in 1957, but they 
have adequate equipment to go ahead and train. They have the anti- 
submarine airplanes [security deletion] and are operating them, and 
they do an acceptable job of operation and training. However, they 
have a great deal more work to do. 

The French have personnel freezes on all their armed forces due 
to limitation on their military budget. There is a necessity to provide 
personnel in the air force and navy to man the equipment that is being 
furnished and there is a tight schedule on that. We predict they are 
going to have trouble a year from now because enough technicians are 
not being provided that necessarily must be in training now in order 
to man the equipment as it becomes available. There is going to be 
difficulty there. 

The solution to this problem is that some of the old pre-World War 
II equipment that is still in service and which they operate for want of 
something better be retired, scrapped, or transferred to some other use. 

They appear to see their way clear but we are not as satisfied as they 
are about the technical people they will need in those two services. 

We are accomplishing a great deal more at this period by empha- 
sizing training of the French. It has been a supply operation up to 
this time, necessarily, but we find that our relations with the French 
military are very fine and that we can, frankly, openly discuss their 
problems. We can take very strong positions, and the French respond 
in that spirit and our relations are very good with them. 

This concludes my opening statement, sir. 

Chairman Cutrerrtetp. Thank you, General. 
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Mr. Vorys. General, I just noticed in the charts we have before us 
that for training programs, the spaces programed for 1950 to 1954, 
| security deletion] don’t apparently equal the spaces completed, those 
in training, and the fiscal year 1955 number. 

In adding it up, I came out with [security deletion] compared to 
the [security deletion | earlier. 

I wondered, has there been a reduction of a couple thousand in our 
plans for training ¢ 

General peSuazo. It is not indicative of reduction in forces. 

We will find in screening the students we can’t get the student with 
the qualification perhavs. Also, exploit the American military schools 
located in Germany, by training a man there rather than going to the 
expense of sending him back to the United States, 

There is the combination of that fact, that we may divert him there 
or the French cannot come up with an applicant who meets the crite- 
ria for qualifying for coming to a course in America. 

Mr. Vorys. I wondered if that reduction was an indication of a re- 
duction in these various force goal reviews where you would need 
more spaces if you had bigger forces. 

I wondered if that could be the explanation. 

General peSuazo. No, sir. There is another thing. 

As of this year we are getting the French to be self-sustaining and 
avoid bringing their students to this country. Their schools have 
reached the stage where we have trained their instructors, if you will. 
They are the people who do their own platform instruction. They 
have actually moved many of those schools down into the North 
African area. They are just getting into good operation, and we are 
therefore cutting back on students being brought to this country. 

At the end of this year we plan to bring no more Frenchmen to this 
country, with the exception of a few requiring highly skilled technical 
training. They are running their own schools, ‘they are taking care 
of training their own people, and we are exploiting those sc hools. 

Then we have another thing. We have mobile training units. 
That is people who will come over there and float around to an agency, 
to an organization, to a school, and provide training for those people 
on the spot. 

Mr. Vorys. It denotes rather completion of training and an in- 
creased efficiency of their own training rather than a reduction in 
force goals? 

General pkSuazo. That is right, sir. 

Mr. Vorys. Their conscription period is 18 months. Of course, 
that is shorter than ours. I wondered how long they serve in reserve 
and whether there is any reserve training following the 18 months 
so that we could determine what sort of reserve they have there. 

General peSHazo. I think I can answer that, sir. 

They do go into reserve for some 5 to 8 years. They jump a cate- 
gory at the end of 5 years. After a man has completed his 18 months 
service, he remains assigned to the unit which he left, and his company 
commander, without any law, in an emergency, within 6 months can 
just arbitr arily all that man back to his unit so that unit can be 
restored with the same people it has lost within the last 6 months. 
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Now in their mobilization system, that man remains assigned to that 
unit throughout his first reserve category, and then he goes into 
another category after 5 years. It is exact and carefully determined. 
The man’s unit is always near his home and his individual equipment 
is kept in the unit’s storeroom. He goes back 2 weeks a year and puts 
it on; his equipment is fitted, his uniform is also fitted, and he uses that 
in the 2 weeks callup training. He has his railroad ticket in his 
yocket which he carries along with his identification papers. Even 
his medical record is kept up so that he is ready to go back and to go 
right into action with his unit. It is a quick thing and it is that old 
continental mobilization system that you know about, which permits 
them to mobilize their forces quickly; and, if I may enlarge on that, 
we had a very interesting circumstance in the general strikes last 
September. There was a reserve division to be called up, and all the 
transportation facilities were tied up in a strike, but the general staff 
let the callup go forward just as an exercise to see what would happen, 
and they got 95 percent of their people there on time, and they con- 
ducted a satisfactory reserve training period. 

Mr. Vorys. One other question. 

(Discussion off the record.) 

General peSuazo. Yes, sir. 

Now I have to make a speech, sir. 

We have undertaken to help them equip those forces that they will 
contribute to NATO. 

(Discussion off the record.) 

General peSuazo. They are capable of mobilizing many more 
people. They have 414 million people who have gone into this reserve 
status with a mobilization assignment. 

(Discussion off the record.) 

General peSuazo. If they didn’t have commitments in Indochina, 
they would have additional divisions [security deletion]. The gen- 
eral staff mobilization plan is for something approximately double 
their current forces, but there is no equipment in France for these 
ere units that would be called up on M-plus 30 [security de- 
letion . 

OSP has provided arsenal production lines for certain types of 
equipment, but the French have not made available money in their 
budget to provide that equipment for the additional forces [security 
deletion]. 

That is where we stand now, and that is what the maneuver is in 
all our dealings over there. The French naturally try to create a 
war reserve or build up a stockpile of equipment for those divisions 
that they are capable of mobilizing. 

(Discussion off the record.) 

Mr. Vorys. We have nearly half of the French equipment which is 
unshipped yet. 

When you say they won’t take care of their divisions [security dele- 
tion], how much of that material unshipped from here 

General peSxazo. The unshipped portion is largely spare-parts 
stockage, ammunition, and attrition types of equipment. [Security 
deletion. ] 

That is why we are attempting to build up and to balance out our 
program so that when MDAP ends they will have stockage for those 
forces which they have contributed to NATO, sir. 
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Mr. Vorys. Thank you very much. 

Chairman Cutrerrievp. Mr. Gordon—— 

Mr. Gorpon. I have no questions, Mr. Chairman. 

Chairman CurrerFieLD. Mrs. Bolton. 

Mrs. Borron. I have but one question, Mr. Chairman. 

What about spare parts? 

General peSuazo. There are some difficulties there. We have pro- 
vided American equipment and, if I may say so, itis modern. The ac- 
cusation sometimes heard that we are giving them secondhand or 
obsolete equipment is not true. It is the same equipment we have. 
Some of it is World War II equipment, but it is still combat-usable. 

They are practically 100 percent equipped with our equipment, so 
they are chained to us for spare parts to support that equipment. 

In our programs, we attempt to reach a given level of spare parts 
and stockage. The situation is getting better now. 

Mrs. Bouron. Do we do aavtine about having them make those 
parts over there? 

General peSuazo. Yes, ma’am, in certain cases we are trying to 
do that. 

Mrs. Bouton. To what extent are we doing it? 

General peSuazo. I am not prepared to give a percentage figure, 
but the problem there is we can provide within our existing stocks 
some of these items. Where we are no longer manufacturing certain 
spare parts in this country arrangements will have to be made for 
manufacture perhaps under OSP. There is a question of licensing 
arrangements, 

Take the jeep. Willys-Overland holds the license for these spare 
parts, and there has to be a licensing arrangement to secure the rights 
to the drawings and so forth which has to be negotiated between the 
French and American manufacturer. 

Mrs. Botton. I don’t have to tell you if the spare parts aren’t there, 
their forces are going to be shot to bits. I happen to have had some 
contact with the spare-parts problem, and it seems to me we are being 
very slow. I don’t know what it is, whether it is licenses or train- 
ing technicians or what, but I think we are being dreadfully slow. 

General Stewart. May I comment on that, Mrs. Bolton. 

I worked on the spare-parts problem in Army equipment since 
September 1951, and I regret to tell you that we started out on the 
wrong track. 

We found out that the only way you can really get spare parts is to 
get them where the original item was built. 

I had the Ordnance Corps of the Army, General Motors, Chrysler, 
and Ford work on this thing for me. 

You simply can’t artificially create a source for manufacture of spare 
parts in Europe on an item that was originally built here. It is fur- 
ther complicated by the fact that there are various stocks around the 
world in Army and Air Force depots that would frighten any com- 
mercial enterprise completely off the face of the earth when you talk 
about them setting up a line. This problem has probably received 
more attention than any single issue in this schol program. The 
result is CPR but it is a true thing. 

It is much better economically, and every other way, regarding 
spare parts, to have it made by machinery that is in existence than 
it is to train everybody and get a line set up in Europe. 
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Now if you buy the original item, all your parts are solved. We 
have had some success in making United States spare parts in Europe, 
but it hasn’t been anything like we thought it would be. 

I don’t think there is anybody, particularly in the Army, who is 
suffering from a shortage of spare parts who are recipients of this 
program. 

Mrs. Bouron. But they are not at war. 

General Srewarr. There are still ample spare parts. As a matter 
of fact, in preparing this 1955 program and in reviewing it, I took all 
the money the services put in for spare parts out of the program except 
for those items being purchased offshore. And even today I think 
the Army could be ‘cornered and they would admit they have too 
much money for spare parts. They have been all right, but we haven’t 
been able to set up places for their manufacture in Europe. 

Mr. Smirn. Will the gentlewoman yield? 

Mrs. Bouron. Yes. 

Mr. Smrru. This spare-parts situation has been kicking around 
since 1951. 

It doesn’t seem to be getting any better. In 1951 we were over on 
a mission—Mr. Gordon will perhaps remember—and we were down 
to the Fifth Armored Division. We were over last year. The Gen- 
eral will recall our mission. We heard the same identical complaint 
we heard in 1951, we heard in 1953. 

I was interested in Mrs. Bolton’s question as to whether or not the 
situation had improved any. 

General peSuazo. I very well remember this. We followed up on 
that and found the spare parts for those 65 tanks—there were actually 
114 tanks, we learned later. 

(Discussion off the record.) 

General peSuazo. I have mentioned what we are doing in the way 
of training. We are trying to train their supply people, but the 
weakest area in the French military setup is logistics training. 

During World War II we picked up what forces we could find in 
North Africa and gave them a hasty table of organizational equip- 
ment, provided this equipment, supported them in battle, and they 
didn’t have to solve anything greater than the regimental supply 
problem. 

They could literally go back to a ration dump, ammunition supply 
dumps, and water point and get what they needed, but how material 
got there and who sustained it was something else. 

We have been trying to train the Frenchmen in this field, A great 
deal of improvement since you were over there last summer has been 
made, sir. 

We have introduced stock-control systems so that the general staff 
and commanders know where these supplies are, and if today that com- 
pany up in the Fifth Armored Division puts in a requisition for 
tank spare parts, something happens, even if it has to be walked all 
the way back through the channels of command and warehouses and 
taken up in a wheelbarrow to them. 

We are achieving better deliveries and the spart-parts situation 
has improved, but the most we are able to do with the money allowed 
is to build up a certain reserve [security deletion]. 

Now our overall deliveries are somewhere in the area of 50 percent 
of those spare parts—it varies; there are so many classifications. 
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Some of them were 110 percent. In a few items we find we have 8 
years’ spare parts because of war surpluses, and so forth. 

As we inventory and locate everything, get it sorted, keep books 
on it, we are well off; but the whole spare-part picture, as General 
Stewart has indicated, is not entirely satisfactory, but we have made 
a great deal of progress in educating the Frenchmen to warehouse, 
how to segregate, how to store supplies, and to see that items are 
distributed and retailed out. 

I repeat, in the financing in our program, we are shooting at those 
goals for reserves of equipment and materials [security delet ion]. 

Mrs. Borron. Much of that is World War II equipment ? 

General peSnazo. Yes. 

Mrs. Bowron. Which, of course, gives rise to the criticisms we are 
getting on every hand that what we are doing is trying to fight another 
World War II instead of getting up into modern w: arfare. 

What do I do when I have that hurled at my head, as I did yes- 
terday? 

General peSuazo. Well, it was World War IT equipment we fought 
with in Korea, and it was perfectly combat worthy, and we can’t throw 
it away. We are still using it. We are not giving the Frenchmen 
a lesser item of equipment. We are giving him “the same thing. 
It is still standard and it is still combat worthy. 

Mrs. Bouron. It is still good, old World War IT stuff? 

General peSHAzo. Yes, ma’am. 

Mrs. Bouton. How much planning are we doing on the basis of 
modern equipment? Tomorrow’s guns? 

(Discussion off the record.) 

Mrs. Bouron. We have had no great reason to feel that the intelli- 
gence end of things was very intelligently done. 

General peSxuazo. I don’t think anybody agrees that it is complete 
enough. 

Mrs. Bouron. We didn’t feel it was very complete in Korea or any 
other place, for that matter. 

If you are holding back a lot of things up there in the Pentagon, 
it is rather too bad. We would like to feel we had some accurate 
information, because we know the Russians know every detail of 
what we are doing. 

Thank you, General. 

General Srewarr. If you would permit me, I would like to tell a 
story, because of this spare-parts situation. 

Chairman Cutrerrtexp. I would like to suggest one thing. Several 

‘members have come in since General deShazo started his statement. 

General Stewart, will you give us General deShazo’s background, 
or have him do so? He seems like a splendid officer to me. 

General Stewart. General deShazo was the Artillery commander 
in the 2d Division in Korea. I was assistant division commander, 
and prior to that he had a very distinguished record in one of the 
armored divisions in Italy. He has probably seen as much combat 
as any officer we have. He was always embarrassing me because my 
job was to get up around the Infantry, and whenever I started up I 
usually met Shim coming back, having been much farther forward. 

I would like to mention this spare parts thing, because this is typical 
of what you will find in spare parts when you get down to the 
users’ level. 
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We were trying to get over a ridge one day in Korea. We were 
having some mines blown up along the road, and we sent the engineers 
out to clear the mines out, and they were taken under fire by a hostile 
machinegun, so we were kind of stuck there. We had a lot of tanks 
and a lot of people, however, and there was a machinegun in the 
hands of one of our troops, and I suggested to the company com- 
mander he might put it into action and search this area from which 
we were receiving fire. The gun wouldn’t fire. 

Upon examination we discovered that the ejector was broken in 
the machinegun. I asked the corporal where his spare parts were, 
and he said he didn’t have any. He had been carrying this gun over 
the mountains for 3 days, but he didn’t have any spare parts. I asked 
the lieutenant why he didn’t have spare parts. He said, “Well, they 
are very short, and very difficult to get.” 

I got in a jeep and rode back and found the kitchen of this outfit. 
I hunted up the supply sergeant and said, “Sergeant, do you have 
any spare parts for machineguns?” 

“Oh, yes; I have some.” 

I said, “Let me see them.” 

He took out a dufflebag and dumped on the ground what must have 
been 2 years’ supply of spare parts for a rifle company. 

I said, “Why don’t you give it to the people who are fighting?” 

He looked at me and said, “General, you know they'd lose it.” 

That is about 80 percent of the real difficulty in spare parts. We’ve 
got spare parts, but getting them to the man who needs them, we 
have never solved it in our Army completely, and I am sure some of 
these other people haven’t solved it. 

Chairman Currerrrecp. Mr. Carnahan 

Mr. Carnanan. I have no questions, Mr. Chairman. 

Chairman Currerriretp. Mr. Smith 

Mr. Smiru. General, I don’t want to belabor this spare-parts thing, 
but how long a supply do you consider adequate to carry? How 
many days’ supply; that is what I mean. 

General peSuazo. Well, it goes again by the categories. There 
are certain items they can carry with them with which they can do 
certain operations, such as replacing firing pins or breechblocks, and 
so forth, or, if it is a perishable item like gaskets, they usually carry 
[security deletion] spare parts to last a specific time. Like General 
Stewart’s machinegun item, you only carry a given amount of spares 
along. But, back in the next echelon, there has to be more spares 
[security deletion], but what that machinegunner has, level of spare. 
parts backup, what the sergeant has in his dufflebag, and what they 
have in the next depot back or in the line of communication all added 
together, we are trying to say that they have [security deletion] 
spare parts for every item, and that is as far as we can attempt to go 
with the money that we have under the aid program. 

Mrs. Bolton’s question about where we would stand in the event of 
war, the French are hoarders. 

The Neptune bombers. the antisubmarine bombers we have in north 
Africa that are involved in these exercises in the Mediterranean with 
the United States Fleet at the moment, were delivered and about half 
of them were grounded. We knew the spare parts had been delivered. 
We went down to check and found out there were four warehouses 
of spare parts we had delivered right on the base just stacked up to 
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the ceiling, and we said, “Why don’t you open it? There are your 
spare parts.” 

They said, “No, the Minister tells us those are for war reserves and 
we can’t touch those.” 

We said, “No, we gave you those to conduct your operations and 
training.” 

They are simply hoarding. They are probably more conservative. 
They cut corners in their operations. They will not provide the 
gasoline and they won’t go into as full an operation as we do on field 
maneuvers. They will conduct a command post exercise and keep 
their vehicles standing instead of running on all-out maneuvers. 

Mr. Smiru. I recall General Ridgway’s stating that there should 
be at least a [security deletion | supply of reserve parts on hand. 
You feel that we have that supply on hand? 

General peESuazo. I think we will have it at the end of this year, 
if the deliveries keep up as they are presently coming. I think at 
the end of the 1954 program, we will have for the most part licked the 
spare-parts problem, if we can continue the progress in training the 
logistics people and the supply people in how to keep them properly 
warehoused and keep the stock record controls of them, the machine 
records, so they will know what they have and can train more of their 
supply people i in this field. 

Wouldn’t you agree, General Stewart, that we should have this 
supply problem substantially improved ¢ 

General Srewarr. I think that is correct. 

Chairman Currrrrietp. Mr. LeCompte 

Mr. LeCompte. I have no questions, thank you. 

Chairman Currerrretp. Mr. Zablocki 

Mr. Zasiockt. No questions. 

Chairman Currerrretp. Mr. Prouty—— 

Mr. Provury. I wonder if you would turn to page 8 of these charts 
which shows the financing. I wish to know if my interpretation is 
correct. 

Is it my understanding that through 1954, we will have spent about 
$218 million ? 

General Stewart. Mr. Roger Ernst is here to testify on infra- 
structure. 

Mr. Provry. I will wait, then. 

Mr. Vorys. Mr. Chairman, I was hoping that we could hear Gen- 
eral deShazo first, then that we could have Mr. Ernst give us the infra- 
structure picture, and then possibly have time for further comments 
from General deShazo on the infrastructure supplied to France. 

Mr. Provuty. I would like to ask one more question at this point, 
if I may. General, do you have anything to do with Chateauroux ? 

General peSxazo. Not directly. That big supply base there services 
the United States Air Forces in France. Oftentimes we have to de- 
pend on them for certain spare parts. Some of our aid equipment 
does come in through that channel, and it is allocated or turned over 
if you will, to the French at that point. 

There have been so many critical items—I think this is correct— 
that the Air Force has had to hold a pretty tight control, necessarily, 
and to divvy up what is available to the American Air Forces and 
to the French ae Forces. 

Mr. Proury. Some repairs are also made there ? 
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General peSuazo. Yes, sir, and some deliveries, I believe, are made 
directly from the United States by airlift and some of the OSP con- 
tracts, some of those products would go into the Chateauroux depot 
and would be allocated from there either to the American forces or to 
the French forces, and in that sense we do have something to do with 
Chateauroux. 

Mr. Proury. The statement has been made that there is such a 
degree of Communist influence among the civilian personnel working 
there that in the event of an eme rgency, we might be in a rather bad 
position. Would you care to comment on that? 

General peSuazo. Well, certainly everybody over there is very con- 
cerned with and alert to the Communist influence. 

We have to rely on the French Government for much of the in- 
formation. 

(Discussion off the record.) 

General peSuazo. May I goa little deeper, here, and say that during 
the resistance stage the Communists did something about fighting 
the Germans and they were organized and they took some losses. 
When France was liberated, the Communist element were rather re- 
spectable people. They elected some 180 deputies to their first con- 
vention of the first National Assembly. They draw up the present 
Constitution, and it was so rigged to give very little power to the 
President. 

The Constitution gives the National Assembly the power but not 
the responsibility. The Communists had infiltrated into the armed 
forces and particularly the air forces to a very great extent. They 
did not penetrate the navy and they also got into the army, but there 
has been a concerted drive in the military forces to eliminate those 
people, and now they will tell you that they have no Communists in 
the military forces who are in key positions. 

(Discussion off the record.) 

Mr. Provutry. What is the ratio of pilots to planes in the NATO 
forces? 

General ppSuazo. It is 114 to 1. That is the overall NATO stand- 
ard, sir. 

Mr. Provry. It has reached that? 

(Diseussion off the record.) 

Chairman Currerriecp. Mr. Smith 

Mr. Smirn. In response to a question asked by Mr. Vorys, earlier, 
General, you said it was your opinion they would fight. 

General peStazo. Yes, sir. 

Mr. Sarr. I suspect they might have the capability, but in order 
to fight, they would have to take their orders from the politicians, 
would they not? 

General prSuazo. Yes. 

Mr. Smrru. And the political situation is such today that there is 
considerable doubt as to whether these forces would fight ? 

General peSuazo. No, sir. I feel that they have recaptured some- 
thing of the very fine old tradition that France has had as a military 
power. Not all-out fighting for the glory of France as they did in 
1914, but I think there has been a great improvement in the military 
tradition in these units that have modern equipment, and they are 
pretty cocky. The navy is pretty good and they feel all right about 
their operation in Indochina. 
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The navy thinks they have done a good job and also the air force— 
they are not defeatists when you talk to the military people, sir, and 
their army is not defeatist. I think they would fight. 

Mr. Smrru. But they are under the handicap of not knowing what 
the politicians are going to do, are they not? 

General ppSHazo. That is correct. 

Mr. Smirn. Do you think there has been any improvement in 
EDC—I think our whole program, if I understand it, is geared pretty 
much to the ultimate consummation of the EDC program. 

Now, do you see any progress in that direction? Mr. Bruce told us 
a year ago when we were there that he had hoped EDC would be a 
reality by the middle of October, and here we are along in the spring- 
time and we are not much better off, if any better off. 

Would you care to comment ? 

(Discussion off the record.) 

Chairman Curperriretp. Any further questions of the general ? 

Thank you very, very much. 

General Stewart. Do you want us to stay for the infrastructure 
presentation ¢ 

Mr. Vorys. Would you, please? 

Chairman Currerrtetp. If you would be kind enough. 

State your name, please, and your title? 


STATEMENT OF ROGER ERNST, ASSISTANT CHIEF FOR PLANS AND 
COORDINATION, EUROPEAN DIVISION, OFFICE OF FOREIGN 
MILITARY AFFAIRS, OFFICE OF THE ASSISTANT SECRETARY 
OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS, DEPART- 
MENT OF DEFENSE 


Mr. Ernst. Roger Ernst, the Office of Foreign Military Affairs, 
Office of the Assistant Secretary of Defense, International Security 
Affairs. 

Chairman Curerrrtecp. Do you have a statement ? 

Mr. Ernst. I have a statement, sir, which I will hand to the reporter, 
and a copy of which is before you. 

There are, together with this statement, a set of tables which are 
numbered and which we also have in the blown-up form and to which 
I will refer. 

STATEMENT ON NATO INFRASTRUCTURE 


Infrastructure, which is an overall term used to identify the military facili- 
ties needed to permit effective combat operations by the integrated NATO forces 
under the command of the Supreme Allied Commander Europe and Supreme 
Allied Commander Atlantic, has been programed by the North Atlantic Council 
in annual increments known as slices. To date, 5 slices have been approved 
by the North Atlantic Council—including 1 started by the Brussels Treaty 
powers—the cost of which will total approximately $1.6 billion. 

The infrastructure facilities are available for use by all NATO forces, in 
accordance with agreed operational plans. The program includes tactical air- 
fields, fuel distribution facilities, naval fleet bases, naval airfields, telecommuni- 
cations, electronic warning systems, war headquarters, and other vital installa- 
tions. 

The cost of construction of these facilities is shared among the NATO nations, 
The United States share of the programs approved by the North Atlantic Coun- 
cil, to date, is approximately $600 million, or 37 percent. This amount does 
not include payment of any taxes, since the United States has successfully nego- 
tiated tax-relief agreements. 
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United States financing for NATO infrastructure has been provided in the 
following manner: 





Million 
ee eS ene ee natures: cameenicth a iaeeienin $169 
Fiscal year 1953 Department of Defense_____-__-_--_-_-_--_-_-_--_--_--_ 140 
Pieces: year 1954 mutual secwtte isis i sl ee la 150 

ee I iia tinihnlsnnsiieewitnins inal Rachie hailed 459 


The effort and expenditure required to raise, train, equip, and maintain 
military formations must be complemented by the necessary operational facilities 
without which the assigned operational missions of the NATO forces could not 
be accomplished. The facilities which have been programed by NATO through 
the fifth slice are calculated as those necessary to support the forces estimated 
to be in being by the end of calendar year 1955. 

First slice: The first slice consisted of the infrastructure program previously 
agreed to by the Western Union Powers in the spring of 1950. This program 
required an expenditure of approximately $88.2 million, and was to cover costs 
of airfields, telecommunications and war headquarters. This program was fi- 
nanced by France, United Kingdom, Belgium, Luxembourg, and the Netherlands, 
with the first two nations paying about 45 percent, respectively. 

Second slice: The second slice was adopted by SHAPE in May of 1951, shortly 
after assumption of responsibility for the defense of Western Europe. The 
program consisted of war headquarters, telecommunications, and airfields, and 
ealled for a total expenditure of approximately $222.6 million. The cost of this 
program was to be borne jointly by Belgium, Canada, France, Luxembourg, 
Netherlands, United Kingdom, and United States on a cost-sharing formula in 
which the United States share was roughly 48 percent. This percentage was 
accepted in view of the fact that the United States did not share any of the 
cost of the first slice, although its facilities were taken over by NATO. Price 
increases have raised the cost of the second slice to $343 million. 

Third slice: The third slice, or 1952 program, called for an expenditure of 
approximately $426 million, and also provided for airfields, war headquarters, 
and telecommunications. Cost sharing was between the same countries as for 
the second slice, with Denmark, Italy, Norway joining in. The United States 
share in this slice was reduced to 42 percent. The present cost of the third 
slice is $510.6 million. 

Fourth slice: The fourth slice called for an expenditure of $416.7 million. 
It includes jet fuel facilities—pipelines and storage tanks—training facilities, 
radar warning installations, radio navigational aids, and naval fleet bases. 
All NATO countries except Iceland participated in the cost sharing for this 
slice, with the United States share remaining about 42 percent. 

Fifth slice: The fifth slice includes projects in the same categories as the 
fourth slice and calls for an expenditure of approximately $251.3 million, with 
all NATO countries except Iceland participating and the United States share 
remaining about 42 percent. 

Status: At the end of 1953, over 120 airfields programed for use by forces 
under the Supreme Allied Commander Europe were in a sufficiently advanced 
state of construction to permit use by modern aircraft in emergency, although 
many of these fields are not now equipped to sustain prolonged air operations. 
By the end of 1954, a large share of the construction at these airfields should 
be substantially completed and other additional airfields will be available for 
emergency use. The present availability compares with approximately 15 air- 
fields which were capable of handling jet aircraft in 1951. 

The fuel distribution system, including pipelines and storage tanks, will pro- 
vide for circulation of jet fuel to forward areas, thus insuring availability of 
fuel for combat operations. The program contemplates the construction of over 
4.500 miles of pipeline and about 400 million gallens of storage. By June 30, 
1954. about one-third of the pipeline and almost two-thirds of the storage, 
valued at almost $100 million, is expected to be under contract. This portion 
of the program should be completed, for beneficial use, during calendar year 
1955. 

The telecommunications program will reinforce existing facilities by the addi- 
tion of about 4,000 miles of land lines, 3,700 miles of radio relay circuits, and 
over 700 miles of submarine cables. These facilities will provide for an im- 
mediate effective control of forces assigned to NATO commanders, and are 
essential to the exercise of command. 








NATO procedures for programing infrastructure are designed to insure that 
only essential projects are authorized, and that expenditures are made under 
strict regulation. In the first instance, the supreme commanders forward to 
the NATO standing group their minimum requirements. The standing group 
screens them from a strategic point of view. 

The North Atlantic Council further reviews the proposed projects to insure 
that maximum economy is obtained, that existing military and civilian facilities 
are utilized to the maximum, and that the construction standards are austere. 
Actual construction is the responsibility of the nation in whose territory a project 
is located, but the responsible nation may not let contracts without receiving 
prior approval of the North Atlantic Council Payments Committee, on which 
each nation is represented. 

Countries must submit detailed engineering cost estimates in order to 
obtain authorization to let contracts. Even after projects have received commit- 
tee approval, they are subject to inspection by teams representing the military 
commanders and the NATO international staff, as well as the nations con- 
cerned. An audit by an International Board of Auditors—on which the United 
States is represented—is the final step. 

Financial arrangements. Prior to April 1953, each annual slice was pre- 
pared and financed as a separate program. This procedure entailed lengthy, 
difficult negotiations over the cost sharing and did not provide the military 
planners with a sound basis upon which to develop their programs. Conse- 
quently, at its meeting in April 1953, the North Atlantic Council provided long- 
term financing for infrastructure programs in the years 1954-56 in an amount 
not to exceed $700 million. 

The ultimate United States share is $300 million. This amount, in’ addition to 
the programs previously approved, will bring the final total cost of NATO in- 
frastructure programs to approximately $2 billion, of which the United States 
eontributions will not exceed $780 million, or approximately 37 percent, net of 
taxes. The gross United States contribution is about $855 million, or 42 percent. 

The first segment of the 3-year $700 million program was approved by the 
North Atlantic Council at its meeting in December 1953. It amounts to $251 
million, of which the United States share is $100 million. Approval by the 
North Atlantic Council of overall annual programs represents the first step toward 
obligation. This, however, does not form an obligation since under the terms of 
the agreement establishing the NATO budget control system, approval by the 
North Atlantic Council Payments Committee of specific projects represents 
“obligation.” 

This procedure is applicable to the fourth and subsequent slices; budgetary 
controls had not been established at the time of the agreements reached on the 
second and third slices and the United States shares of them constituted obliga- 
tions at the time the agreements were reached in NATO. 

The financial status of the United States participation in NATO infrastructure 
programs is as follows: 

Total NATO programs through 1956 are estimated at $2 billion. 

The United States share of these is approximately $780 million. 

Annual programs approved, to date, by the North Atlantic Council, through 
fifth slice, total $1,600 million. 

The United States share, through the fifth slice, is $600 million. 

United States obligations through fiscal year 1954 are estimated to total $420 
million. 

United States expenditures through fiscal year 1954 are estimated at $218 
million. 

United States obligations through fiscal year 1955 are estimated at $535 
million. 

United States expenditures through fiscal year 1955 are estimated at $408 
million. 

During fiscal year 1955, the North Atlantic Council may be expected to approve, 
in broad terms, the sixth and seventh slices, bringing the total NATO programs to 
$2 billion. The United States total contribution, as indicated above, is approxi- 
mately $780 million, toward which funding is available through fiscal year 1954 
in the amount of $459 million. To provide authority to complete the United States 
contribution, by entering into agreements on the sixth and seventh slices in the 
North Atlantic Council, program authorization is required in fiscal year 1955 in 
the amount of $321 million, which together with the $459 million previously 
available, will satisfy the $780 million United States share. 
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Authorization for appropriations and actual appropriations in fiscal year 1955, 
however, will be necessary only in an amount estimated at $122.7 million, which 
represents new obligations in fiscal year 1955, as reflected in present estimated 
project approvals by the Infrastructure Payments Committee, adjusted to pro- 
vide for increased obligations, and a higher rate of contracting resulting from 
measures now being taken to speed up infrastructure activity. 

Appropriation of the balance of the $321 million would be called for in subse- 
quent fiscal years. The authorization requested is designed to permit realistic 
future planning of NATO infrastructure. It is so worded as to permit United 
States participation in NATO infrastructure through a contribution not to exceed 
$780 million. It authorizes an amount which, together with funds previously 
earmarked and allocated for NATO infrastructure, will not exceed this total 
United States contribution. 


Mr. Ernst. Infrastructure means military public works. It con- 
sists of airbases, naval facilities, telecommunications, war headquarters, 
training areas, and any other basic, capital fixtures which are required 
in NATO, in Europe, and in the Atlantic area for the execution of the 
operations under General Gruenther and Admiral Wright. 

Infrastructure can be divided into NATO infrastructure and the 
supporting national infrastructure which is the responsibility of each 
country. 

NATO has created infrastructure for its operational front-line 
needs. It does not include all of the logistic backup which is required 
to support combat operations. 

iadousidectinee has been programed in annual increments which 
have been termed “slices,” and we are now in the fifth slice, the fifth 
annual program. This one of the few programs where we really, 
sincerely believe that we see the end. We contemplate no more than 
two additional slices, the sixth and seventh. 

Chairman Cureerrrecp. That is good news. 

Mr. Vorys. No matter how thin you slice it, it is still infrastructure. 

Mr. Ernst. The concluding slices would provide the backup for the 
forces to be created and expected to be in being by the end of December 


1957. 
NATO INFRASTRUCTURE 
Summary of slices I-V, by country, ‘by category 


[In millions of dollars] 
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Mr. Ernst. The first chart shows the distribution of facilities by 
country. This does not reflect the contributions of nations, but shows 
the cumulative programs to date through the fifth slice, which was 
agreed to in December of 1953. The total to date is $1.6 billion, of 
which the largest single component is the airfields. Together with 
their associated fuel facilities, they wil] account for over half of the 
grand total through the seventh slice. 

(Discussion off the record. ) 

Mr. Vorys. We have no infrastructure in Germany / 

Mr. Ernst. There is infrastructure in Germany, sir. It is not in- 
cluded in the NATO-financed program for the reason that to date it 
has been financed out of funds made available by the Federal Republic 
to the three Western powers. 

The program in Germany to date is approximately $207 million. 
It is nota NATO-financed program, per se, but is responsive to NATO 
needs. 

Mr. Vorys. But it is available? 

Mr. Ernst. It is available on the same ground rules and terms. 

These two charts, charts 1 and 2—and 2 is illustrative—show the 
entire canvas of infrastructure. The final two slices are estimated at 
approximately $400 million. It is interesting to note the weight in 
Southern Europe. 

(Discussion off the record. ) 

Mr. Ernst. This is in part reflective of the fact that Greece and 
Turkey did not join the NATO alliance until the Lisbon meeting in 
February 1952. 

Again, airfields and the related facilities for fuel supply take the 
biggest share. 

Now, these two programs together will amount to approximately 
[security deletion]. May I have chart ITI, please? 

(The chart referred to is as follows :) 
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Mr. Ernst. These programs are financed as you know, on a cost- 
sharing basis. This a art shows the shares of each of the slices which 
have been subscribed to by the nations who are members of the North 
Atlantic Treaty. In each instance, for each country and each slice, I 
have shown the numerical amount and a percentage. The United 
States leads the list with an overall gross percentage of approximately 
42, a net percentage of 38 percent, the difference being the result of the 
tax relief which is accorded to the United States under the series of 
bilateral arrangements which were made pursuant to section 521 of 
the Mutual Security Act of 1951. 

Down the list is France, 16.3 percent; United Kingdom, 13.3 per- 
cent; and then on down into the 5 percents and Portugal, one-tenth of 
] percent. 

The point which this illustrates is that this is truly a common pro- 
gram. It is a demonstration of collective security. These facilities 
are available for the forces of any nation operating under the NATO 
commanders. They are available on their orders, and it is that 
great significant benefit which is derived by the multilateral form of 
financ ing construction as opposed to each nation providing only those 
facilities which it now knows it will use. 

For example, NATO is going to build, when its program is com- 
pleted a number of [security deletion| airfields for tactical air- 
craft, and over 120 have been authorized to date. All of those will 
be available for our forces, for the British forces, the Canadian forces, 
the Greek forces, or any other NATO nation. 

The same is true of the naval facilities, the telecommunications, and 
all the other categories of construction. 

Our share, the United States share, through the fifth slice, which is 
the latest slice which has been agreed is about $600 million. Our ul- 
timate share is about $780 million, and those figures are, at this point, 
as firm as anything we know. An agreement is about to be reached 
in the North Atlantic Council which will finalize cost ceilings for 
the second and third slices which slices as you may know, were origi- 
nally negotiated on the basis of illustrative cost estimates which later 
proved to be inadequate; there have been appreciable price increases 
in the second and third slices. 

Those agreements were originally open-ended, and each nation 
agreed to bear its share of any augmentation in cost. 

“We are about to reach a final agreement on a ceiling for those two 
slices which will button up the entire package. 

May I have chart LV? 


(The chart referred to is as follows:) 


STATUS OF NATO AIRFIELDS 


Slices I through V provide facilities for NATO air forces expected to be in 
being by end 1955. 

Over 121 airfields programed ; 121 usable in emergency in December 1953. 

Additional fields will be available for emergency use by December 1954. 

All to be completed for beneficial occupancy in summer 1956. 

These airbases are for use by NATO tactical and maritime air forces. 


Mr. Ernst. The fourth table shows the status of airfields. Through 
the fifth slice, approximately $880 million to be expended in air- 


fields, in the tentative sixth and seventh slices, additional [security 
deletion] millions will be spent. 








764 


{Security deletion] Of the airfields programed, of which, as of 
last December, 121 were usable in emergency. That doesn’t mean 
they were completed. It doesn’t mean they could be used for sus- 
tained operations nor does it mean in every instance there were pos- 
sibilities of refueling or that there was night fighting, but there was 
a runway and enough minimum facilities that if the balloon went up, 
they could be used. 

These will, under present schedules, as advised by General Gruen- 
ther, be completed by the end of December, and additional fields 
[security deletion] will be available for emergency use at that. time. 
The complete program is anticipated for completion sometime during 
the summer of 1956, and probably the concluding touches during the 
fall of 1956. 

May I have the map, please? 

Mr. Ernst. I was advised by our cartographic experts that this was 
a clear demonstration of the location of these facilities. [Security 
deletion.| | They are clustered in Western Europe, but they stretch 
from above the Arctic Circle [security deletion] to eastern Turkey. 
These are the [security deletion] airfields. Some of them, the red 
symbols, are main airfields. [Security deletion.] They have full 
facilities available for peacetime operation. Some are redeployment 
airfields for NATO forces to move to, on D-day, and a few are in the 
alternate category, and represent opportunities for planes to land 
before they can get home to their own bases. 

There are, in addition, certain maritime air stations, principally in 
the Mediterranean. 

May I have chart No. V, please? 

(The chart referred to is as follows :) 


NATO INFRASTRUCTURE 


Status of jet fuel distribution system, pipelines and storage tanks 











Estimated 
‘ Contracts to ; 
Facility 4s completion 
be let by date 
30 percent of the pipeline, 50 percent of the storage...................-.... June 30,1954 | June 30, 1955 
50 percent of the pipeline, 25 percent of the storage..._.........-...--- June 30,1955 | June 30,1956 
20 percent of the pipeline, 25 percent of the storage...............-.-.-.--- | June 30,1956 | June 30, 1957 
| 





In total: 4,600 miles of pipeline, 400 million gallons of storage. 

These facilities provide for the distribution of vital POL to forward combat 
areas. 

Mr. Ernst. The jet fuel system is the second most important facil- 
ity, and it relates very closely to the buildup of logistic capabilities 
which General Stewart and General deShazo mentioned earlier this 
morning. This system will permit the circulation of jet fuel, aviation 
gas, and other petroleum products to the forward areas so that the 
aircraft may operate and not just sit on their airfields. 

The SHAPE standard airfield provides for approximately 7 days 
of storage on the field. The storage provided under this pipeline 
and tank system will be equivalent to an additional 30 days. Thirty- 
seven days is what the boys who run the tankers tell us they need to 
start a resupply operation from sources outside of the Continent of 
Europe. 


Steak 





Something like 4,600 miles of pipe and over 400 million gallons of 
storage is programed. 

This program is moving forward, but unfortunately, much more 
slowly Chea we had hoped. The engineering has been complicated 
because we have attempted—and so “far successfully—to impose an 
overall concept of design on all portions of this system, from Norway 
to Turkey, so that there will be an interchangeability of spare parts 
and pumping stations and a situation where technicians can move 
from station to station and be familiar with the operation regardless 
of national borders. 

May I have the map, please / 

Mr. Vorys. May I ask a question ? 

Mr. Ernst. Yes, sir. 

Mr. Vorys. That is entirely “iffy” so far, isn’t it? 

Mr. Ernst. No, sir. 

Mr. Vorys. What part isn’t “iffy”? 

Mr. Ernst. $214 million has been authorized | yy the North At- 
lantic Council, and pursuant to that engineering is almost completed 
on major portions of the system, and it is anticipated that some of the 
countries will undertake contracts during the course of this summer. 
We anticipate that something like $90 million will be under contract 
by the end of June. The Turks have been pushing this very aggres- 
sively. ‘There are portions in France that are moving ahead in the 
engineering phase. 

Mr. Vorys. Well, comparable with 121 airfields usable in an emer- 
gency, there is a grand total of zero? 

Mr. Ernst. That is right, sir. 

Mr. Vorys. Thank you. 

Mr. Ernst. May I have the map, please? There are some ditches 
being dug in Norway, I have been told. 

Mr. Suiru. None in France? 

Mr. Ernst. This map shows in a similar manner to the map on the 
air bases, the location of the major POL supply installations; the 
circle in France, Belgium, Holland, Western Germany, the radical 
port to forward area resupply pipelines, and on this map we have 
included the EUCOM pipeline which runs across France from Donges 
to Melun, because from an operational point of view, we have to 
consider that it is an asset available to the combined NATO forces. 

It does represent an asset which is going forward. 

Pipelines are important in Turkey to supply the eastern forces 
and also forces in western Turkey. There are minor installations in 
most of the other countries with the exception of a major line across 
Italy. These pipelines will be under military control, under pro- 
s0sals now before the North Atlantic Treaty Organization, and will 
e operated for and by the military, for military purposes. 

May I have the chart No. V1, please? 

(The chart referred to is as follows:) 
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NATO infrastructure status of NATO telecommunications projects including 
landlines, submarine cables, radio links, navigational aids, and radar 


Status 
Slice I_____-. All projects completed. 
Slice II_____. All projects completed by end 1954 except for some underground 


and submarine cables, scheduled for late 1954 and 1955. 
Slice ITT____. Same as IT. 


Slice IV_____ Some projects started, all scheduled for initiation by mid-1954, 
and most will be completed in 1955. 
Slice V_____. Not yet initiated, completion probable by end of 1956. 


The sireate program is somewhat difficult to explain because it 
embraces a wide variety of installations. It includes submarine cables, 
rings around cities, landlines, radio relay, and all sorts of signal 
equipment. 

This program is now moving quite well. It started off slowly be- 
cause of the lead time involved in producing and procuring the equip- 
ment required. 

Again, this program will permit General Gruenther in Paris to com- 
municate to the north of Norway and the far end of Turkey. 

The map please. 

Mr. Ernst. This shows the network. It is both a new network in 
that there are some areas in which there hs appens to be no means of 
communication other than muleback, particularly in Eastern Europe. 

In other instances, it includes augmentation of existing circuits. 
That is true, particularly in Western Europe. The other principal 
area in which effort has been concentrated, has been in the northeastern 
corner of France, which was a communications void, due to the partial 
absence of industry, and due to the fact that the area has been fought 
over repeatedly, and no one wanted to invest in commercial facilities. 
These facilities are underway and have been in part tested in exercises, 
and it is hoped that they will be further exercised during the maneu- 
vers to be held next fall. 

May I have the next map? 

Mr. Vorys. Radar is separate, is it? 

Mr. Ernst. Radar is‘a separate program. There is a small program 
for radar stations, again in this same general area, and for radio 
navigational aids, which tie in to the a utilization problem. 

The radar is going forward. Again, we are running into procure- 
ment problems. In this case, they were soon unanticipated. 

(A map was shown.) 

Mr. Ernst. This shows the naval and training installations, start- 
ing at the north [security deletion]. It is to be an all-weather year- 
round station. It is under construction and the Norwegians are 
pursuing it very vigorously. Bases in Denmark are vital to the 
control of the Baltic. 

And again, to the Mediterranean, both for the protection of the 
east-west, and north-south lines of communication in the Mediter- 
ranean, and in support of the offensive operations of the United States 
Sixth Fleet. 

Now may I have chart No. VIT, please ? 

(The chart referred to is as follows :) 


NATO INFRASTRUCTURE EXPENDITURES CONTROL SYSTEM 


1. Subordinate commanders, in consultation with host nations, submit costed 
facility requirements to supreme commanders. 


} 
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2. Supreme commanders screen, coordinate, consolidate requirements and 
submit to standing group. 

3. Standing group reviews programs as to military necessity and forward 
militarily approved programs to the North Atlantic Council. 

4. North Atlantic Council screens programs to insure the most economic use 
of funds available, including a review of cost estimates, as well as technical 
factors. 

5. North Atlantic Council agrees to execution annual program, within limits 
of financial resources agreed by nations. 

6. Nations may not commit funds until authorized by NATO on basis detailed 
engineered project costs submitted by nations. 

7. NATO Council monitors costs to insure expenditures are within ceilings 
established. 

8. Physical inspections are made by joint teams representing the military 
commander, the user, the international staff, and the host nation. 

9. Nations submit requests for reimbursement against work authorized and 
satisfactorily accomplished to NATO standards; payments made in accord 
with financial agreements. 

10. Infrastructure accounts are audited by Board of Auditors. 

This program is a big program and a program of [security deletion ] 
is worthy of severe control. Chart No. VII shows, in capsule 
form, 10 of the steps involved in putting this program through. The 
raw requirements are Grenpnen by subordinate commanders under 
General Gruenther and Admiral McCormick. They are screened, 
consolidated and cut down by the supreme commanders. 

On the fourth slice, for example, the raw submission by subordinate 
commanders was very large [security deletion]. It was cut down 
by the commanders to about $800 million. It was cut again by the 
commanders to about $600 million and the Council finally financed 
about $420 million. 

The programs are submitted to the Standing Group, the United 
States-United Kingdom-French body, responsible for the higher di- 
rection of NATO milit: ary plans and affairs, 

The Standing Group screens these in terms of military necessity, 
and forwards only those which it approves militarily, to the Council. 
Again, another screening process takes place. Civilian experts, under 
Lord Ismay, the Secretary General, dissect the program. We have 
put on the international staff certain distinguished Americans who 
are working on this, a former vice president of A. T. & T., a high 
official of Phillips Petroleum, an engineer from the higher echelons 
of the Air Force engineering services; people who have broad expe 
rience in military-construction programs. 

The final package as screened and culled and combed over by the 
experts, is put to the Council for approval. On an annual basis, the 
Council agrees to finance a program. 

Nations are not, however, entitled to go forward with construction 
under these programs without submitting plans to the appropriate 
committee—the Infrastructure Committee—in which the United 
States has not only a vote, but a veto—NATO is an organization 
operating on the rule of unanimity—they must submit to the com- 
mittee costed estimates of their project, and receive specific approval 
before they can let a contract. 

They then do so, and their expenditures are monitored by the Infra- 
structure Committee. Physical inspection teams go out and look 
= the facilities and make sure that the representations of the con- 

racting countries are as stated, and finally they are entitled to ap- 
ae before the committee and receive approval for reimbursement 
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in accordance with the percentages which were contained, I believe, 
in chart IT. 

The final phase in the cycle is an audit by an International Board 
of Anditors, in which the United States has been lucky to put a 
member. He doesn’t act as a United States citizen but he acts as 
an international servant. He also serves as the GAO’s Paris repre- 
sentative, and we feel we have a good man on the board. 

This procedure of annual approvals gave rise to very disagreeable 
protracted negotiations on cost- sharing each year. As a result of 
two sessions, the Secretary of Defense and other Ministers of Defense 
directed the Permanent Council to develop an overall one-time financ- 
ing proposal, in December of 1952. 

This was approved in April 1953 and it embodied the financing for 
the fifth, sixth, and seventh slices on one set of cost figures, to a total 
of $700 million, of which the United States share would be no more 
than $300 million, and that crossed the final hurdle of annual argu- 
ment as to what each country would put in. 

To the best of our knowledge, no country is happy with its per- 
centage and some have pub licly indicated that they would like to 
open the negotiations again, and reduce their shares. 

May I have chart No. VIII, please? 

(The chart referred to is as follows :) 





NATO infrastructure—Status of financing 
[In millions of dollars] 


oes United States 
Total net share 


Commonly financed programs 
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Chart No. VIII shows the status of financing. The approved pro- 
grams, the programs approved by the North Atlantic Council as I 
mentioned previously, total $1.6 billion. There remain about $400 
million worth of requirements in the 2 succeeding, sixth and seventh 
slices, to a total of $2 billion. 

The United States share, cumulatively.to date, is approximately 
$600 million, and an additional $180, prospectively, to be committed 
when the North Atlantic Council approves the sixth and seventh slices. 
Those are in the mill. The military commanders are developing 
them. The sixth slice will be before the Standing Group in July, and 
will proceed, in its orderly course, to the Council for approval in 
December. 

Mr. Proury. How much have we already spent ? 

Mr. Ernst. We have spent, sir, as of the end of April—the United 
States has spent $187.9 million. The expenditures anticipated through 
fiscal year 1954, are $218 million, and the spring quarter is the heavy 
quarter for activity in the construction business, and we expect to meet 
that estimate. 

Our obligations, to date, are shown in the right-hand column on the 
table before you—table VIII—and we are estimating an obligation of 
$420 million through fiscal year 1954. I want to say that that estimate, 
particularly the fiscal year 1954 obligation, $111 million, is based on 
old rates of activity and we have every expect ition of exceeding that. 
We are taking measures so aggressive to get this program going that 
we are hearing growls from our allies and in some instances from our 
colleagues in ‘other departments in Washington. The money is out 
there, ‘the programs have been approved by the council, and what now 
lacks is for some of the countries to come forward and obtain authority 
to let the contracts. 

It has been difficult for many of them. They don’t have experience. 
They have had to assemble construction talent, they have had to un- 
derstand what it was all about, but it is beginning to roll, and so, 
while this chart shows an unobligated balance of $39 million at the 
end of fiscal year 1954, we do not anticipate that that will stand. We 
have every hope, and I think we are sound in hoping, that that will 
be substantially reduced . 

Mr. Provry. But under your chart, you indicate it will be $86 
million unobligated at the end of 1955. 

Mr. Ernst. No, sir. At the end of fiscal year 1955, on these esti- 
mates, and without changing the basis of estimation from fiscal 1954 
to 1955, it is $47 million. Again, that would be not only reduced by 
the reduction ; in the fiscal year 1954 unobligated balance, but we rane 
hope for a continued increase in the tempo of activity into fiscal ye 
1955. 

Now against these sums, the availability of funds is shown on the 
left, and through fiscal year 1954, we have shown a figure of $459 
million. 

If I may, Mr. Chairman, I would like to interrupt my statement at 
that point for Mr. O'Hara to make a brief statement. ~ 
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STATEMENT OF ROBERT O’HARA, BUDGET OFFICER, FOREIGN 
PROGRAMS, OFFICE OF THE SECRETARY OF DEFENSE 


Mr. O’Hara. In connection with the set-aside of funds for these 
infrastructure programs, and the anticipated request for fiscal year 
1955 to continue those programs, it has been our objective to provide 
not merely for this estimated rate of obligation, but also to provide 
sufficient funds so that if an accelerated pace in the construction is 
obtained, we will be in a position to meet and not be laggard in hold- 
ing back when other nations do come forward with their construction 
plans. 

Actually, the whole sum here, $780 million under the agreement, if 
the Congress approves this, would be completed, though obligations 
would be dependent upon the time at which projects were approved 
for going into construction after engineering studies were made and 
after they were ready to start with their contracts. 

Mr. Ernst. The chart No. VIII shows a request for additional 
funding in fiscal year 1955, of $123 million, and the question may 
properly be asked how that relates to the estimated obligation of 
$115 million. 

The answer lies in my previous explanation, Mr. Chairman, that 
we anticipate a substantial reduction in the unobligated balance. We 
felt that it was more fair and factual to show these figures as they 
came out of our computation process. 

Mr. Vorys. Could I interrupt? 

Mr. Ernst. Yes, sir. 

Mr. Vorys. When you say funding, does that mean appropria- 
tions ? 

Mr. Ernsr. Yes, sir. 

Mr. Vorys. On this chart you don’t show expenditures ? 

Mr. Ernst. Yes, sir; in the box on the left. 

Mr. Vorys. Thank you. 

Mr. Ernst. I also have a separate chart if you would care to go 
into that. 

(The charts referred to are as follows :) 


NATO infrastructure—Estimated time-phased United States obligations, by slice 


[In millions of dollars] 
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Nore.—Obligations are incurred when the NATO Infrastructure Payments Committee authorizes host 
nations to enter into contracts for specified projects. 
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NATO infrastructure—United States expenditures, by slices—Department of 
Defense estimates 


= millions of dollars} 


! 
| Total Jane 30, June 30,| June 30,| June 30,| June 30, June 30, = 30, 
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NOTE. . iaeaiattalsis reflect DOD actual disbursements. (Column totals do not add due to rounding.) 


Now I think, Mr. Chairman, the climax has been reached and I 
have a letter addressed to you, sir, from Mr. Wilson, which, with your 
permission, I would read into the record. 

Chairman Currerrretp. Would you read it please? 

Mr. Ernst (reading) : 

THE SECRETARY OF DEFENSE, 
Washington, April 12, 1954. 

Dear Mr. CHIPERFIELD: At the meeting of the North Atlantic Council in April 
1953, agreement was reached to provide for a long-term businesslike basis for 
the planning of NATO military public works known as infrastructure. Subject 
to action by their legislatures, the NATO nations agreed on a ceiling for infra- 
structure programs in the year 1954-56, and on a cost-sharing agreement. 

My representatives have placed before you a legislative proposal which re- 
flects this businesslike approach, in that it provides for a program authorization 
to complete the United States commitment for the financing of NATO infra- 
structure, and recommends actual appropriations only as required for obligation 
each year. This proposal reflects the procedures which we use for our own 
national military public works and makes proper allowance for the time required 
te construct extensive military installations. The entire program will continue 
to be subject to an annual review, as well as appropriation. 

This proposal has, to my mind, the following important advantages: (a) It 
provides a firm basis for the military planners to use in developing their mili- 
tary facilities programs. 

(b) It establishes a ceiling for this particular phase of the NATO defense 
buildup, the mere existence of which will be strong inducement toward insur- 
ing that only the most realistic and operationally important military facilities 
are in fact built. 

(c) It will permit wiser fiscal management by both the United States and its 
NATO partners including forward planning as to prospective obligations and 
expenditures. 

Since this proposal is unusual in the mutual security field, I have singled it out 
for especial mention and recommend that it be given favorable consideration 
hy your connnittee. 

Sincerely yours, 
CHARLES BE. WILSON. 

Now, specifically, Mr. Chairman, what we are suggesting is an au- 
pe ization to continue to participate in this program to its conclusion, 
i. e., about $2 billion total for NATO, of which the United States 
Ww ould contribute, ultimately, $780 million. 

As of this date, there is shown on our books, $459 million available 
for infrastructure. To reach the $780 million we therefore would 
require an additional authorization of $321 million. 

Portions thereof to be appropriated as required for obligation in 
succeeding fiscal years. Our estimate in fiscal year 1955 for appro- 
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priations which we shall present to the Appropriations Committee is 
$122.7 million. 

That concludes the remarks which I feel I should make, Mr. Chair- 
man. 

Chairman Cuteerrretp. Thank you, Mr. Ernst. 

Mr. Vorys. 

Mr. Vorys. Mr. Ernst, you said that this infrastructure system 
would be immediately available to General Gruenther. General 
Gruenther told some of us last fall—and I assume it is still true— 
that he can’t order a single man into action without approval by the 
Government concerned. 

Now is that still true, and does that same situation apply to the 
infrastructure, or is there a different treaty, or other arrangement 
with reference to infrastructure? 

Mr. Ernst. The general answer to your question, sir, is that it is 
true. The specific answer is that in time of peace no nation, includ- 
ing our own, is prepared to divest itself of all control over its military 
forces, particularly those abroad, and some agreement must be reached 
between the country providing the forces and the commander desiring 
to employ them, as to the employment which he proposes. 

Specifically, these agreements are reflected in the series of military 
maneuvers that go on in NATO, both in Europe and in the Atlantic 
area. During those maneuvers the command of those forces is actually 
exercised by the NATO military commanders. In other conditions— 
that is, the day-to-day living—the control by General Gruenther is 
indirect and persuasive, rather than directive. 

In time of war there is no doubt as to who is the supreme commander. 
The terms of reference accepted by all governments are clear—he is 
just that, he is the supreme commander, and he is all powerful to move 
forces wherever he chooses. 

There are, of course, practical limitations. You cannot too easily 
move a Norwegian air squadron into Italy and expect it to function 
effectively without its own backup and speaking no Italian, and per- 
haps not being keyed into the communications pattern in Italy. There 
are some real practical limitations on General Gruenther’s ability to 
move his units around. 

Mr. Vorys. I am not talking about practical limitations, but about 
actual political limitations. While it is understood and hoped that 
the nations will act promptly in case of an emergency, General Gruen- 
thers doesn’t have any forces that he can order into action without 
prior consent of the governments concerned. 

That is what I understand is his status, and I would be most anxious 
to be corrected if I am wrong. 

Mr. Ernst. I believe that is correct, sir, subject to the ever-present 
and overriding mpportunity and responsibility of a commander to take 
such measures as he deems are necessary to protect his troops in the 
event they are attacked or attack is imminent. 

Mr. Vorys. He may be able to order American troops to protect 
themselves, but for the others I understand that is not the situation. 

Now, what I want to know is whether there is any different agree- 
ment with reference to the use of infrastructure—the airfields, the 
naval bases, and the rest. 

Mr. Ernst. The North Atlantic Council passed a resolution on the 
use of infrastructure facilities which states that all NATO-financed 








facilities will be available for use by all NATO forces under NATO 
command in accordance with NATO plans. 

That is the legal situation in NATO with respect to the use of 
infrastructure. 

Now, subsidiary to this, sir, there are required a series of local 
arrangements. We require a local arrangement with the French or 
with any other nation in Europe. 

The French Air Force, moving a unit into a French airfield, requires 
local arrangements. 

They are not the same ones that we need because they are operating 
within their own country and they do it by order rather than by 
bilateral negotiation, but the basic point remains that there is a require- 
ment in each case for some local arrangements. 

Mr. Vorys. Then the general, overall answer to my question is that 
there is no difference in principle between the use of facilities or 
infrastructure in a country, and the use of the military forces of 
that country. 

Mr. Ernst. In that sense that is correct, sir. There is no differ- 
ence. 

Mr. Vorys. How much is involved in land-training facilities? I 
couldn’t find that item. Is it a substantial amount ? 

Mr. Ernst. No, sir. The amount proposed for land-training facil- 
ities through the fifth slice is $2.8 million and in the sixth and seventh 
slices pre ospectively for land-training facilities and war headquarters. 
There is an additional amount [sec urity deletion] and I can give 
you a breakdown on that if you desire it. 

Mr. Vorys. General Ridgway in discussing infrastructure, I think, 
a year ago, said that in the prospective slices there was a plan for 
some large training areas. If it is eee, deletion] it wouldn’t 
look to me as if it was a very large training area 

There is one question I want to get to: Do we pay for any acreage 
for land-training facilities? 

Mr. Ernst. No, sir. Costs of land are not borne by the United 
States or for that matter by any other contributor. Each NATO 
agreement provides that the land and existent local utilities shall be 
provided free of cost by the host. The answer in part to your con- 
cern as to whether this amount [security deletion] will provide Gen- 
eral Ridgway with his training necessities lies in the fact that many of 
the facilities in which he is most interested are to be located just over 
the German border from Belgium and therefore do not show in 
the NATO financial program. They are included in the $207 million 
figure which I gave you earlier. 

Mr. Vorys. No doubt smarter people than I have gone over this 
one, but I wondered whether somebody has balanced off the spending 
of $302 million on moving equipment such as aerial tankers and that 
sort of thing, compared with putting out 4,000 miles of fuel lines, 
every foot of which would have to be guarded in an emergency. 

Chairman Crrperrrecp. Suppose the Russians took them? 

Mr. Vorys. The fuel lines are subject immediately to sabotage in 
countries where 1 out of every 3 votes Communist and where there 
would be, we think, a substantial underground, immediately, and they 
are in areas that might be overrun. I confess that I am quite un- 
impressed with the idea of the fuel lines. 
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Now, as I say, smarter people than I have worked on that. Would 
you comment? 

Mr. Ernst. Yes, sir; I would be glad to. 

Your first point as to whether it would not be better to spend $300 
million on aerial tankers, as opposed to $300 million on pipeline, 
which will be the ultimate cost in NATO—— 

Mr. Vorys. I would be willing to have you throw in a few trucks, 
too. 

Mr. Ernst. We get into a spare-parts problem, then, but one of 
the most significant factors in ruling out the possibilities of doing 
this refueling job by air—and I note that General O’Hara is here 
and he might want to comment on this—is that we are talking in 
terms of tactical aircraft scrambling in a hurry, getting up and meet- 
ing an enemy, 1, 2, 3, or 5 minutes jet-air time away from where they 
are operating. Would you give me the airbase map, please. 

The job is getting out there, getting back and refueling, and getting 
back upstairs. 

(Discussion off the record.) 

Mr. Ernst. We are talking about the immediate mastery of the 
skies, and not about a long-range flight where, in the course of a half 
hour or so you can refuel. I don’t know what the time element 
involved is in aerial refueling but I imagine it is more than time 
permits between the bases in France and Belgium and the Czech 
border where we meet the enemy air—where we hope to meet the 
enemy air. 

Then there is the potential of sabotage. It exists. That is why 
I made the point that this line would be under military control and 
military operation. Now the reliability of those whom the military 
pick to run it, the technicians, is of course open to constant surveillance 
and security measures are and will be continually worked out to 
protect these installations. 

In terms of the alternative of trucking, I don’t have a figure in 
my mind but conceivably General Stewart could come to my assistance 
and indicate the vast number of tanker trucks that would be required 
to do this job. 

General Stewart. Mr. Chairman, during World War II, I was 
charged with the movement of all pceveuiinl onc supplies, first in the 
Mediterranean and later in Europe, and I got to know something 
about this problem. I later did it in Korea, from Inchon north. 
The movement of supplies involves POL products, ammunition, and 
other things. The heaviest load in weight is ammunition. The 
most difficult to move and by far the biggest item besides ammunition 
is POL products. I never saw any operation successfully supported 
until we hada pipeline. The railroads can’t carry—even the railroads 
of Europe couldn’t carry the gasoline required to keep the air forces 
of that day moving. With a 12-mile haul from Inchon to Kimpo 
Air Field, and using thousands in local labor, and all the trucks 
we could get our hands on, we couldn’t keep the jets flying that they 
had on that airfield until we got a pipeline in there; and then, as 
one man said, if they didn’t shut the engines off they would never 
get the tank full at that. 

T am not competent to speak on aerial supply, but I assure you that 
it takes a pipeline to fly a large air force. 
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I recall that the calculation in 1946 as to operations out of Fair- 
banks in Alaska, and somebody made the statement that we could 
supply the fuel up there via railroad—when they sat down with a 

encil and paper and added it up, they couldn’t even carry the 
Saabs up there on the railroad, much less get the gasoline up. It 
took a pipeline. That was in 1946. 

I don’t think you will find any other solution which will keep that 
air force operative. Jets use much more fuel than World War II 
aircraft. 

Mr. Ernst. I might add one note. When SHAPE computed the 
through-put capacity of the pipeline he took into account other exist- 
ing POL facilities. ‘General Gruenther has taken into account in his 
requirements the amount of POL product he will be able to move by 
rail, barge, truck, or any other means and while I don’t have the figures, 
they are astronomical. The fuel consumption of these modern planes 
is very high. It presented the major obstacle to making the air forces 
effective once they were there in place, and General Gruenther and 
his predecessor, General Ridgway—in fact the planning began before 
that under General Eisenhow er—sought an answer long and hard on 
this one and made a full presentation to the Military C ommittee, the 
Joint Chiefs of Staff, and finally the North Atlantic Council. 

Mr. Vorys. Perhaps you gentlemen, both having had experience, 
these two generals, you ‘could set my mind at ease as to the problem 
of guarding pipelines. 

General Stewart. When the Chinamen attacked in North Korea 
we had a pipeline from Inchon to Kimpo. Up to that time we hadn’t 
had much trouble, I think largely because they didn’t know what was 
in the pipeline, the local population. I think about that time the 
found out and also the hostile people were encouraged by the Soatiheh 
of the Chinamen and we began to have a lot of sabotage. But it is 

: little harder to sabotage than you think. You have a pipe there 
aa the average individual, it is about all he can do to shoot a hole in 
it. And that doesn’t stop the flow, a few bullet holes. It will cause 
you a lot of trouble and you have to go out and fix it and it is subject 
to st abotage. 

You can’t guard every mile of it. We had to kill some people along 
there and when they did, they stopped shooting holes in it, incidentally. 

It is not quite as hard as you think it is going to be. The biggest 
losses we had—the engineers are laying. one of these quick pipe- 
lines along a railroad track because it is nice and level and the engines 
come along and knock a hole in it sooner or later and start a fire. That 
was worse than any sabotage we ever had. But it is subject to sabotage 
and you have to guard it, but the individual accounts of sabotage do 
not actually destroy the installations and it can be quickly repaired. 

Mr. Vorys. Thank you. 

Mr. Gorpon. Is that all surface pipeline? 

General Srewart. This will be, I presume, a permanent pipeline. 
This will be underground, which will make it more difficult to sabotage. 
The lines I spoke of are actually laid on top of the ground. 

(Discussion off the record.) 

Chairman CHrrerriELD. Tell us how the Russians handle this 
situation. 

Mr. Ernst. I am afraid I can’t tell you from my own knowledge. 
I am informed that they use pipelines but were they not to, I would 
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be dumbfounded. From the figures I have seen, purely from the finan- 
cial point of view, it is by far the cheapest method of transportation of 
petroleum product, and I gather that is the general experience, not 
only in the United States but Europe and elsewhere, in terms of 
money and men required to operate a pipeline system. 

Chairman Cutrerrtetp. Do you wish to comment ? 


STATEMENT OF BRIG. GEN. JOHN J. O’HARA, ASSISTANT FOR 
MUTUAL SECURITY, OFFICE OF THE DEPUTY CHIEF OF STAFF, 
MATERIEL, DEPARTMENT OF THE AIR FORCE 


General O'Hara. No, sir; other than to say that there has been no 
evidence we have had of anybody who uses jet planes away from an 
actual seacoast installation where they can bring in tankers afloat and 
can actually utilize any other form of supply to keep them flying in 
large units other than pipeline. 

General peSuazo. In the early days in France when the MDAP 
equipment started arriving there was some Communist agitation. 
The equipment was damaged in port and damaged in rail transit, but 
the system now is they put the responsibility on the police in 
the province through which it goes. They have the gendarmes and 
the police and we have had no trouble in a number of years on that. 
They say in the case of the pipeline they are prepared to take care of it. 

Where there are tank farms there are troops there. The fifth col- 
umnists or the saboteurs, the French police think they have that at an 
end. 

Chairman Currerrtevp. Mrs. Bolton. 

Mrs. Bouron. I have no questions. 

Chairman Currerrretp. Mr. Carnahan. 

Mr. Carnanan. I have no questions. 

Chairman Cutrerrievp. Mr. Zablocki. 

Mr. Zasiocki. No questions. 

Chairman Cureerrietp, Mr. Smith. 

Mr. Surrn. Mr. Ernst, your testimony with regard to the pipelines 
referred to NATO pipelines? 

Mr. Ernst. Yes, sir. 

Mr. Smrrx. How are you going to supply the NATO pipelines? 

Mr. Ernst. How? 

Mr. Smiru. Yes. 

Mr. Ernst. They will be supplied through the radial connections 
from the ports, principally in Western Europe, Marseilles in the Med- 
iterranean, and the channel ports in the north, plus the possibility of 
utilization of part of the capacity of the line which the United States 
Army is installing. 

Where that raw product comes from and whose tankers it comes in 
and who pays for it are questions which are both unresolved and 
under consideration by two organizations in the North Atlantic Treaty 
Organization. The Planning Board for Ocean Shipping is consid- 
ering the problem of the scarcity of tankers and how they are going to 
meet these shipping requirements. They know that they have 37 
days before the first tankers must start arriving at the ports to resup- 
ply the front lines. 

On the financing arrangement, that is not under direct consideration 
in NATO and I think that that is in all frankness probably wise. For 
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us to enter into a discussion at this time of wartime resupply of petro- 
leum to NATO would, in my estimation—and this does not represent 
the considered judgment of the Department of Defense—would in my 
estimation lead us to but one conclusion and a fairly evident one: the 
majority of the support would have to come from the United States. 

Mrs. Bowron. Would the gentleman yield ¢ 

Mr. Smirn. Yes. 

Mrs. Bouron. It has been my understanding that about 85 percent 
of the oil used in Western Europe comes out of the Near East. We 
have been recently informed that the situation in the Near East rela- 
tive to Russian infiltration has deteriorated in the last 3 to 5 weeks. 
The situation could become a very serious one in any consideration 
of where oil will be coming from. I wondered whether that has been 
taken into consideration. 

Mr. Ernst. The source of the product has not really been taken 
into consideration in deciding where these pipelines in Europe should 
be located. They are located in relation to the military strategy and 
tactics thought out for Europe. 

Mrs. Boiron. Of course, Mr. Smith has very wisely thought of 
the possibility of being unable to fill them. 

Mr. Smirn. My concern at the moment is to ascertain just what 
progress has been made in the carrying out of this idea of pipelines. 
Have they actually been started under the program except for engin- 
eering? That is, on the drawing board ? 

Mr. Ernst. Master engineering has been completed, sir. Portions 
of the system in each nation have been handed back to the countries by 
the overall engineer, Foster Wheeler Co., as approved by the NATO 
Infrastructure Committee for development of the details of the spe 
cific sections of line within each country. 

Mr. Smiru. The details involve a question of contracts ? 

Mr. Ernsr. That is right, sir. 

Mr. Smiru. Have those contracts been consummated ? 

Mr. Ernst. No, sir. 

Mr. Smiru. When will they be? 

Mr. Ernst. I would hope soon. I would have hoped yesterday, 
sir. We would hope that something in the neighborhood of $90 mil- 
lion will be under contract by the end of the current fiscal year. 
Whether that estimate will stand up, I can’t say. That is what we 
have been told by the people in Paris who are working on this. 

Mr. Saar. Do you have any target date in mind as to when you 
will start to move the ground ? 

Mr. Ernst. Yes, sir. May I have the chart on completion of the 
POL system. 

This is chart No. V, sir, in the book before you. We have an estimate 
that something in the range of one-third of the pipeline [security 
deletion | will be completed by June 30,1955. Now, that doesn’t mean 
all the final touches but it means it will be beneficially available on 
that date. 

Mr. Smiru. Then you are assuming that the contracts and all the 
details will have been perfected ? 

Mr. Ernst. Yes, sir. They are well along on that. 

Mr. Smiru. We do have a line under contemplation from St. 
Nazaire to Paris. Is that an Army project? 
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Mr. Ernst. Yes, sir. 

Mr. Smirx. What is the status of that at the present time? Has 
it been started ? 

Mr. Ernst. My understanding is that the dredging at the port is 
underway and that.certain elements are out under contract. I don’t 
know whether there is anyone here who knows but I can find that out 
for you and put it in the record. ' 

Mr. Smrrx. I would like to have that information because just a 
year ago General Ridgway said that they have been attempting for 
2 years to lay the basis for that pipeline and nothing had been accom- 
plished and he expressed disgust. 

Mr. Ernst. At the time you were there, sir, I believe the bilateral 
arrangement with the Government of France had not been concluded. 
It has been concluded since that time and I will refresh my memory 
and provide a statement on the record. 

Mr. Smiru. I would like to have that in the record. 

(The information requested is as follows :) 


STATUs oF UNrTep STATES ARMY PIPELINE IN FRANCE 


Since the time when General Ridgway testified to the Congress regarding the 
pipeline last year, an agreement has been concluded with the Government of 
France for the construction and operation of the United States Army pipeline 
in France. The date of this agreement is June 30, 1953. As indicated during 
the hearings on May 18, the dredging at the port of Donges has been completed 
and, in addition, rights-of-way have been obtained and site preparation has been 
accomplished from Donges to Melun. The contract for installing the pipe from 
Donges to Melun has been let. Actual construction is underway on this section 
of the pipeline. Some $11.5 million had been obligated out of a total of $37.3 
million authorized and appropriated to date. Current schedules provide that 
the pipeline shall be completed in June 1955 for beneficial utilization. This will 
include the pipeline itself and ancillary tank farms, storage areas, and other 
related facilities. 

Mr. Sarru. I think that is all, Mr. Chairman. 

Chairman Crtrerriecp. Mr. Hays. 

Mr. Hays. I believe you stated that to date we spent $187.9 million. 

Mr. Ernst. Yes, sir. 

Mr. Hays. What is the total for infrastructure to date? 

Mr. Ernst. The total for all NATO nations, sir? 

Mr. Hays. Yes. What I am trying to find out is, is the ratio about 
the same for expenditures to date and the remaining expenditures ? 
I just want to get the ratio for both, if I can. 

Mr. Ernst. The expenditure for all countries, to which the $187.9 
million refers, are indicated for the United States in table X, by slice 
and by year. That figure, $187.9 million, would be a direct proportion 
of the total expenditure in accordance with our percentage under the 
NATO infrastructure agreement. 

In other words, $190 million is approximately 38 percent of the total 
expenditure. That figure would run around 400, 

r. Hays. Thirty-eight percent is approximately the ratio of 
United States expenditures to date in relation to the total? 

Mr. Ernst. Yes, sir. At each stage our share remains constant and 
we do not contribute unless everyone else does. 

Mr. Hays. I understand. 

Mr. Ernst. So that when $100 has been spent, you know that our 
share is $38; the French about $16, the British about $13, and on 


down. 
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Mr. Hays. And based on the ability to pay? 

Mr. Ernst. No, sir. The negotiations are not based on the ability 
to pay. They were a compromise between our initial position, sir, 
which frankly was that what was involved in infrastructure was land, 
lumber, labor, and concrete, and that it was an area in which it was 
pec uliarly appropriate for our allies to make a contribution without 
our financial help. That was the situation on the one hand and on the 
other, it was espousal, stoutly, by our allies, that the payments should 
be on a basis of capacity to pay, as developed by the U. N. formula. I 
think it comes out to about 78 percent for the United States. This 
is somewhere in between, sir. 

Mr. Hays. Using the words broadly, capacity to pay or capacity 
to provide facilities? Would that sum it up as a factor ¢ 

Mr. Ernst. Well, the figures arrived at through the process of, in 
each instance, about twenty-odd hours of negotiation ne te = ll 
true compromise with which no one is happy except the user s, Gen- 
eral Ridgway, General Gruenther, Admiral McCormick. They 
are satisfied that they are going to get the facilities they need to carry 
out their operations. 

I don’t think the percentages are a true reflection of the availability 
because availability is conditioned by so many other factors. A nation 
or any given nation could shift amounts within its own budget so as 
to put more on infrastructure and less on something else, or vice versa. 

Mr. Hays. Can you tell us where you got the word “infrastructure.” 

Mr. Ernst. Yes, sir; it is a French word that came from the rail- 
road industry and it referred to the bed upon which the ties and tracks 
were laid. The infra—the underneath—structure. 

The first slice: This program originated in the Brussels Treaty 
Organization and that was principally a continental organization 
and so French terms came in. 

Mr. Hays. Thank you. 

Chairman Currerrie.p. Mr. Prouty. 

Mr. Prouty. Of these 121 airfields which will be substantially com- 
pleted by the end of the present calendar year, how many are actually 
completed now ? 

Mr. Ernst. As of December 1953, sir, there were 121 from which 
you could fly or upon which you could land. 

Mr. Proury. How many are completed now ? 

Mr. Ernst. I don’t have a figure. My guess is that it is in the 
range of 30. 

Mr. Proutry. Do you show in your charts anywhere the amount of 
money which will be required to complete these 121 fields? 

Mr. Ernst. Yes, sir. The amount shown for airfields is contained 
on chart I and chart IT. 

Mr. Proury. Does that include the [security deletion] additional 
fields ? 

Mr. Ernst. Yes, sir. 

Mr. Provutry. Are they lumped together? 

Mr. Ernst. The additional funds [security deletion] are within the 
total [security deletion }. 

Mr. Provry. But you don’t show the amount of money necessary to 
complete the 121. That is included in with the [security deletion] 
additional ? 
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Mr. Ernst. That is right. 

Mr. Proury. Could we have that figure some time / 

Mr. Ernst. I will make an effort to derive a figure for you; we 
certainly can get a figure—check me if I am wrong, Mr. O’Hara 
which would show the total which would be required for the 121. 

(The information requested appears in the appendix, p. 1138.) 

Mr. Proury. You say there are 30 substantially completed now ? 

Mr. Ernst. Yes. 

Mr. Proury. Last year there were 34 in which the major items were 
completed. Doesn’t that mean the same thing 

Mr. Ernst. Yes, sir. 

Mr. Proury. In other words, very little progress has been made in 
that respect ? 

Mr. Ernst. I think the difference of 34 in which major items were 
completed a year ago and 121—and that figure is now up, I am sure— 
the difference between 34 and 121 is truly signific ant from the military 
capability point of view. It makes up a major increase in our 
capabilities. 

Mr. Provury. I think you said something about an effort to reduce 
payments on the part of some nations, is that correct ? 

Mr. Ernst. Not exactly. I indicated that no nation was satisfied 
with the shares which had resulted from the arduous negotiations and 
that some nations had grumbled that they would like to open up these 
negotiations and reduce their share. There has been no such proposal 
made, sir. 

Mr. Proury. If that were to occur, it would reduce the amount we 
would be called upon to spend ? 

Mr. Ernst. The attempt on the part of our allies would be the con- 
verse, sir. The practical result of a reduction in shares would be 
either that we would pay a greater share or that the total would be 
reduced and Admiral Wright and General Gruenther would not end up 
with the facilities they feel they require. 

Mr, Proury. How many days supply POL and ammunition is 
available now to support forces in being ? 

Mr. Ernst. I do not have that. I believe General Stewart may 
have some comment on ammunition availabilities. 

General Srewarr. Are you referring, sir, to the air forces? 

Mr. Provry. No, I wasthinking of NATO, generally. 

General Stewart. I don’t want to appear to evade that question but 
it doesn’t lend itself to an easy, nice answer, and about 6 or 7 agencies 
have been trying to agree on that for about 6 months now. 

We have programed for the weapons that the United States fur- 
nishes, both air and ground, and on a little different basis in the Navy. 

(Discussion off the record.) 

General Srewarr. In the Navy they refer to shiploads. That is 
what a ship would carry. 

That figure has been reduced in the programing due to certain diver- 
sions which have occurred, and we have, of course, not begun to deliver 
all the ammunition we have programed. 

It is my informed estimate that in the ground forces we have pro- 
vided for the United States weapons abeut [security deletion] action 
on the ground. 

General Russell, can you help me on that? 
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STATEMENT OF BRIG. GEN. SAMUEL C, RUSSELL, CHIEF, FOREIGN 
AID DIVISION, G-4, DEPARTMENT OF THE ARMY 


General Russe.u. I believe it is a little bit more than that. As of 
December 31, on certain selected grounds for NATO countries, the ZI 
portion of the program was 90 percent shipped and the OSP portion 
was 7 percent shipped, so on the overall 40 percent had been shipped. 

(Discussion off the record. ) 

General Strewarr. We have tried to provide the [security dele- 
tion] limit. 

General O'Hara. We stand about 90 percent of the remainder—Il 
mean funds have not been available to an extent to provide that we 
could furnish [security deletion]. I would say we are probably com- 
parable to the Army, ee and have about [security deletion]. 

General Stewart. Captain Rodimon, can you give us an estimate 
of the Navy deliveries ¢ 


STATEMENT OF CAPT. W. S. RODIMON, USN, CHIEF, FOREIGN 
MILITARY AID, OFFICE OF CHIEF OF NAVAL OPERATIONS 


Captain Roprmon. The deliveries, generally speaking, are pretty 
well up. There are certain categories of new-ship construction, but 
that is just for individual units and the quantities involved are really 
very small, I should say with regard to our target, it is on the order 
of 75 to 80 percent. 

General Srewarr. And your target is what? 

(Discussion off the record.) 

General Stewart. I hope that is an acceptable answer on ammu- 
nition. 

So far as the stock of POL is concerned, I do not know. 

General O'Hara. I was in the United States European Headquar 
ters and know something about that, but not because I am in that 
business. 

(Discussion off the record.) 

General Stewart. I would like to add, Mr. Prouty, that we in this 
program do not furnish POL products. It is not part of the MDAP 
program, and it is not a general practice to stock reserves of gasoline 
iit the same Ww ay that you stock ammunition. 

The gasoline, or the POL on hand, in every case that I have seen 
it in four theaters is ent irely a matter of storage. 

You fill up your storage and try to keep it full. When we were 
running convoys into the Mediterranean, the decision as to the destina- 
tion of each ship—that is, these POL convoys, tankers—the destina- 
tion of each ship was decided about 6 hours before they hit Gibraltar, 
and it in turn was based entirely upon the availability of storage in 
about 6 places, so I don’t think it is a question of stocking war reserves 
in POL. 

(Discussion off the record. ) 

General Stewart. It is still an individual country problem and it 
is not our problem. 

Mr. Provuty. Well, I don’t wish to take any more time. 

Chairman Cutrerrrevp. Mrs. Kelly. 

45700—54—50 
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Mrs. Ketty. It seems to me ironic that the beneficiaries of this whole 
program are mostly France and Italy, the two countries who have 
not joined the EDC, 

Now in the light of that, and in the light of the fact that each 
country has many active, recognized members of the Communist Party, 
can you tell me what personal United States inspection and United 
States intelligence we are using in this whole program ? 

Mr. Ernst. The infrastructure program in each country is executed 
by and under the authorities in that country. They adhere to NATO 
standards, and they are subject to NATO inspection. An inspection 
team composed of a representative of the international staff, of the 
military headquarters, which will use, or have use, for the facility, 
the representatives of the user nation, if any, and the representatives 
of the country in which the facility is located, make at least two in- 
spections of the physical site, one during the course of construction, 
and the second at the completion. 

That, in a sense, forms the inspection by the NATO technicians, 
Responsibility for construction is squarely and fully on each country, 
as it must be, in an alliance of this nature, and the procedures used 
within each country to limit the access of undesirable persons to these 
jobs are a matter for that country to determine. 

Now we have had no evidence of any subversive activity on any 
infrastructure project. I don’t say there hasn’t been. Obviously it 
is logical to assume that there is a probability that there are members 
of the Communist Party in given countries in Europe who have ob- 
tained jobs as laborers on airfields. We have no way of verifying 
that or denying it. Were we to have such information—and we are 
constantly on the alert for it—we, I am sure, would feel called upon 
to raise the matter in NATO, with a view to NATO taking action. 

Mrs. Keiiy. Has this same team appeared before the Appropria- 
tions Committee on this subject? 

Mr. Ernst. Which team? 

Mrs. Ketiy. The administration team of State Department on 
infrastructure. 

Mr. Ernst. No. 

Mrs. Ketiy. You have not? 

Mr. Ernst. No, ma’am. This committee, I believe, is the first com- 
mittee to hear the mutual security presentation. 

Mrs. Ketty. It is my understanding that the Appropriations Com- 
mittee has unfavorable evidence on this program, particularly in Italy. 
I want to compliment the Scelba government which is endeavoring to 
remove Communists from control in the government particularly from 
the communications system which was completely controlled by the 
Communists. I recommend this committee obtain this report. 

Chairman Currrerrrecp. Are there further questions? 

Mr. Vorys. I have two questions, Mr. Chairman. 

First, I would like to have you furnish, so that at least in our report 
it can be put right in with the infrastructure picture, the contributions 
made by the host countries. 

I refer you to pages 543, 544, and 545, and thereabouts, in our last 
vear’s hearings, and I would also like to have set out in the same table 
the additional contributions the United States has made of about 
$1,410 million for military constructions, which would be available. 

(The information requested is as follows :) 
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Unitep States EXPENDITURES FOR MILITARY CONSTRUCTION IN THE NATO AREA 


During the period fiscal year 1950 to fiscal year 1954 inclusive, appropriations 
for United States military construction in the NATO area (exclusive of the 
United States contributions to NATO infrastructure) amount to approximately 
$1.5 billion. Servicewise, this breaks down as follows: 


Millions 

I Sel pita trent atic ceatatiiinaaimmmegubningbgpamasimneenntny $281 
li aN a ne ee ee id lit tae lida tncinreeplininenmenereiee 130 
SO re cote cecgnentonsaves epee stain Syenignaneeseedearte idan ninttigaddoe ls Ubitguinnelictecrspatlistg 1, 182 
OR Be ois cn in dndtinm eg iiss caine ean aah eetiadp cin aisitblinn thiemicdnntnenitlgle 1, 543 
During fiscal 1954 there were no additional appropriations for Army and Navy 
construction in the NATO area and a review of the requirements of those services 


resulted in $19 and $20 million reductions respectively. Additional ap»ropria- 
tions were granted to the Air Force, raising the total from $960 to $1,132 million. 

Of the above, approximately $350 to $400 million is directly attributable to 
NATO frontline operations in the form of United States augmentations to the 
NATO standard air bases and other operational logistical support facilities in the 
forward areas. The balance is to provide United States airbases in the Atlantic 
area, and the lines of communication and supply required to support our forces 
operating more than 3,000 miles from their home area of resupply, repair, and 
maintenance. 


CONTRIBUTIONS OF Host NATIONS TO NATO INFRASTRUCTURE 


Excluding the United States and Canada, the other NATO nations are con- 
tributing, of the $2 billion total program, about $1.070 billion or approximately 
53 percent. They are, however, bearing an additional amount of approximately 
$75 million of the agreed United States contribution as a result of the United 
States bilateral tax relief agreements. The host nations provide land free of 
charge, and it will amount to an estimated additional 10 percent or approxi- 
mately $200 million. Further, the host nations provide utilities, such as electrical 
connections, existing water mains, etc., free of charge and these are estimated to 
add approximately 5 percent of the total cost. 

In summary, the European nations are expending for NATO infrastructure: 


Millions 

oo ic ish dicen ciessintann cise dei atta oa ehlaniaeedeienmarn needed aeeennirinliaiaaineetil $1, 070 
UFURCUrer “TUM UL TI id nas Pisce ticles missioner clicnctanatid 75 
a Na aii i A tl ill dis idaick denice lath dees vhsiiew esessiahiavibites 200 
CUI, tin hincphdinediantie aii tains tieitin selene eosin mnaetesiarersihaatinarentianesininiiternn 200 
CUT SEUrTIINEIN GOUT i cata cece tc cn ce ener cielivaletuneteenicases 1, 445 


The above figures are estimates based on conversations with members of other 
NATO delegations, and projections of present rates of expenditure. 

Mr. Vorys. My second question is this: You know the infrastructure 
request here is an unusual one. There has never been one like it before 
this committee. Section 104, of the draft bill, proposes a draft form 
for this unusual request of an authorization to run to 1958. 

I wonder whether it would be satisfactory to put at the end of the 
sentence which I shall read, an amendment. he sentence is, “No 
funds shall be expended under this section for rental or purchase of 
land or for payment of taxes.” 

I would like to know what you would think about adding to that 
substantially the following: “or for contributions in excess of 38 per- 
cent of the total expenditures.” 

Mr. Ernst. A formulation of that general nature, sir, would be 
acceptable from an infrastructure point of view, subject to support 
by my counsel, and subject to this one clarification—and the reason 
I didn’t give you a “Yes” or “No” answer is this—that the 38 percent 
is a derived figure, representing our gross, stipulated contributions, 
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less the tax quotient. The tax quotient varies from country to country, 
and as the composition of the program varies. 

Certain local taxes in these other nations lay more heavily on cer- 
tain types of infrastructure, and so to the extent that our estimate of 
the cost, as between the categories and by countries, is valid, the 38 
percent is valid. 

We certainly would be prepared to agree as to the figure to which we 
have been talking, of a total United States contribution of $780 
million. : 

It may be that the percentage would be 36, 37, 38, 39, as I have 
explained. We don’t control their tax structure, you see, sir. I am 
sure we can work this out, but we should like to consider the matter 
further. 

Mr. Vorys. On that matter of taxes which has to do with this very 
subject, let me give you a little ancient history that when those words 
“or for payment of taxes” were inserted in conference—in 1951, I 
think it was—we were told in the evening they were acceptable, and 
in the morning that they were impossible, and they stayed in and 
have become SOP. That is a bit of history. There is something that 
the conference decided should be in the law and it has been in ever 
since, and I believe is quite acceptable. 

Mr. Ernst. I have one comment, if I may, sir. Mrs. Church left a 
list of questions which I would just like to recite and which I believe 
have been discussed. Perhaps I need not recite them, but I did want 
to raise this point. 

She has sed about the progress on the pipeline, the airfields, the 
position of France, the prospect of competition, and the progress to 
this date. 

I think we have discussed all but the prospect of competition, and 
if the Chair would be willing, I would like to make a brief comment 
on that. 

The NATO infrastructure projects are executed by the countries 
in which they are located, and in most instances they are open to a 
system of international competitive bidding for which the United 
States has struggled long and hard with support from certain other 
countries. This concept has, in some ways, run counter to many of 
the practices existing in the law and in the customs of our allies. 
Most of the projects are now open to competitive bidding. Ad- 
mittedly, American firms operate at a disadvantage. They are 3,000 
miles away; they don’t speak Turkish or Greek or French. There 
are all sorts of disadvantages. We have, however, fought this 
through, and as a result are beginning to recognize reductions, not 
major but nevertheless reductions, in the prices quoted when coun- 
tries come forward to the committee for their authorization. We 
have had one significant one and some other minor reductions. This 
effect of the stimulation of competition by the opening up of these 
projects—not just to American firms, but to firms of all NATO 
nations, and under certain conditions still to be finalized, opening up 
these projects to firms of other nations—will, we hope, reduce the 
price of some of these projects. 

How successful we will be, I do not know, but we would take that 
factor into consideration, for example, in the annual computation of 
our a, gay needs, in succeeding years under the authorization 
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Mrs. Bouron. Mr. Chairman, might I say I find myself left with 
a very vague notion of where we are going to get the oil for those 
pipelines ¢ 

Mr. Ernst. My assumption, Mrs. Bolton, is that a major portion 
would come from the Western Hemisphere in the event middle east- 
ern sources are unavailable. 

Mrs. Bouron. Has any plan been made for that 

Mr. Ernst. There is a plan going forward. It isn’t completed. 

Mrs. Borron. Are you taking into consideration the submarine 
force of the opposition ¢ 

Mr. Ernst. Yes. One of the factors in the development of the 
NATO naval forces for duty in the Atlantic has been just that »rob- 
lem of the protection of convoys, particularly carrying petroleum 
products. We are hopeful that middle eastern sources would not be 
ruled out. 

Mrs. Bourton. What have you worked out for the use of those Near 
East sources ‘ 

Mr. Ernst. From an, overall NATO point of view, there is no 
NATO relationship with the Middle East sourees. The provision of 
petroleum production is a national responsibility in each instance, and 
assumedly General Gruenther, or the commander at that time, would 
be given assets by each nation to put them into the pipeline. They 
would say, “Give us a credit on your books for so many million barrels 
of oil,” and at the other end, they would be entitled to draw that many 
off. 

Mrs. Bouron. Don’t you think it would be important to have some 
arrangements made? 

Mr. Ernst. I understand there are arrangements either under de- 
velopment or in effect between the United States and middle eastern 
nations with respect to the provision of crude petroleum. 

General Stewart. Mrs. Bolton, I believe the plans for POL are 
carried on apart from the milit: ary. In the last war, for instance, it 
was an international board. They have the requirements of all thea- 
ters of the-world, and the domestic requirements. It was a program 
that went on month after month, where it came from, where it was 
delivered to, and so forth. It was an agency called Joint Petroleum 
Administration, or something like that. If you want this informa- 
tion, we will attempt to see what we can produce. I am sure it exists. 

Mr. Vorys. Let’s get it. 

Mrs. Botton. I would like very real assurances of that, because we 
do not have the happiest kind of reports from some of the sources in 
this hemisphere, as to their point of view, and we also know that there 
is increasingly a difficulty in the Near East. 

Those pipelines are already, some of them, being questioned as to 
their security, and we know that that is the great source of oil. 

T would like to have some assurances. 

General Stewart. We will undertake to get you something on that. 

Mrs. Botton. I hope you haven't entirely forgotten about my ques- 
tion with regard to the Battle Act. Did that come into your area? 

General Stewart. I believe that was directed to the State Depart- 
ment. 

Mr. O'Hara. Mr. Chairman, I believe there was some question about 
getting into the record some material on the contributions the United 
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States makes to the NATO international military headquarters and 
the North Atlantic Treaty Organization civilian headquarters. 

I would like to suggest at some point in the record along here they 
put in the material which is in the unclassified document pages 66, 67, 
68, 69, 607, 608, and 609. 

(The information referred to appears in the appendix, on page 
1138.) 

Chairman CurrerrieLp. The committee will adjourn until 10 o’clock 
tomorrow morning. 

(Whereupon, at 12: 30 p. m., the committee adjourned, to reconvene 
at 10 a. m., Wednesday, May 19, 1954.) 





THE MUTUAL SECURITY ACT OF 1954 


WEDNESDAY, MAY 19, 1954 


House or Represen TaTives, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, in room G-—3, United States 
Capitol, at 10:10 a. m., Hon. Robert B. Chiperfield (chairman) 
presiding. 

Chairman Currerrrecp. The committee will come to order. 

We have the pleasure of having with us this morning Hon. David 
Key, Assistant Secretary for United Nations Affairs, Department of 
State. 

Mr. Key, you may proceed in any way you see fit. 


STATEMENT OF HON. DAVID McKENDREE KEY, ASSISTANT SECRE- 
TARY FOR UNITED NATIONS AFFAIRS, DEPARTMENT OF STATE 


Mr. Key. Thank you, Mr. Chairman. With your permission, I 
would like to read an introductory statement. 

Chairman Currerrretp. Very well. 

Mr. Key. I am very glad to appear before this committee in support 
of the United Nations voluntary programs which are to be considered 
this morning by this committee. These are the United Nations ex- 
panded program of technical assistance for which approximately $18 
million is being requested, and the United Nations Children’s Fund, 
for which $13.5 million is being requested. 

There are here with me witnesses from the Department of State, 
the United States Mission to the United Nations, the Foreign Opera- 
tions Administration, and the Department of Health, Education, and 
Welfare, who will discuss these programs with you in detail. 

Witnesses have already appeared before you in support of the 
United Nations Korean Reconstruction Agency, and the United 
Nations Relief and Works Agency for Palestine. 

I would like to speak briefly about the importance which we in 
the Department of State attach to adequate United States support 
of these internationally operated programs. Both the United Na- 
tions expanded program of technical assistance and the United Na- 
tions Children’s Fund have been operating for several years, and are 
demonstrating in a concrete way to the people of underdeveloped 
countries that the United Nations is amible-ot meeting basic human 
needs. 

The concrete achievements of the Children’s Fund in the field of 
maternal and child health and welfare, as well as the diseases which 
have been eradicated, agricultural methods which are being improved, 
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and educational systems which are being helped through the United 
Nations technical assistance program, are important milestones in the 
pattern of international cooperation which is being built through the 
United Nations. 

Our participation in these programs engenders good will for us 
which I firmly believe could not be developed in any other way. As 
this committee is well aware, strong support for the United Nations 
is one of the keystones of our foreign policy. We believe that con- 
tinued, vigorous participation in these internationally financed pro- 
grams is convincing evidence of our support for and willingness to 
work through the U. N. 

The question of our percentage of contribution to these voluntarily 
financed programs is one to which the executive branch has given a 
good deal of thought. Concern has been expressed in some quarters 
over the high percentage which the United States has been contribut- 
ing to these programs. 

T should like to point out that this year, for the first time, we have 
achieved a reduction in our United Nations technical assistance pro- 
gram contribution and are proposing as our eventual goal 50 percent 
of total contributions to the central account of that program: 

In the Children’s Fund, we are proposing to reduce our contribution 
to 60 percent of contributions to the central account for the period 
ending June 30, 1955. These decisions were arrived at after much 
careful consideration. While we feel that other governments are now 
able to bear a larger share of the cost of these programs and that, 
therefore, our share should be gradually reduced, we don’t want to 
make such drastic reductions in the United States percentage as to 

cause a major curtailment. in the total international effort. We be- 
lieve that the reductions proposed i in our percentage of contribution 
to these two programs are in accord with these objectives. 

There has been some public discussion concerning the proposed 
reduction in our percentage of the Children’s Fund. While it is not 
always possible to reach a completely satisfactory agreement on such 
matters, we believe that the proposed United States percentage is rea- 
sonable, taking all factors into account. 

I should mention, also, that the executive branch has recently de- 
cided to request an authorization and an appropriation for a contribu- 
tion to the United Nations Refugee Emergency Fund. However, the 
executive branch is not prepared to present the details supporting this 
request to your committee this morning. 

Tn a short time, however, we will formally advise you of the recom- 
mendation of the executive branch and will submit such material and 
testimony as the committee may desire. 

Tn conclusion, I would like to state that I have with me a message 
from Ambassador Lodge, the United States representative to the 
United Nations, giving his views on the United States participation 
in the voluntary U. N. programs. I should be happy either to read 
the message or insert it in the record. 

Chairman Currerrtetp. Will you read it? It is short. 

Mr. Key. In response to a request from the Department of State for 
his views on the voluntary programs of the United Nations, Ambassa- 
orb odee, on May 7, 1954, sent the following message to the Secretary 

tate: 
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STATEMENT BY Hon. Henry Canor Loper, UNITED STATES AMBASSADOR TO THE 
Unirep NATIONS AS READ By Davin McK. Key, ASSISTANT SECRETARY FOR UNITED 
NATIONS AFFAIRS 


* * * let me say that, in addition to my own generally favorable impression, 
I have been struck by favorable reaction of members of the United States dele 
gation at last session of GA assigned to committees dealing with these programs, 
Mr. Henry Ford, Mr. James D. Zellerbach, and Ambassador James Wadsworth. 
The newly appointed United States representative in BCOSOC, Mr. Preston 
Hotchkis, a distinguished California businessman and rancher, also has most 
favorable impression. Certain points and developments, some of which I men- 
tioned last year, may be of interest to those considering these programs : 

1. These multilateral programs contribute to tying together and strengthening 
the free world in its broadest terms through concrete, constructive, and fully 
cooperative activities. I am reliably advised that the U. N, programs in such 
countries as Pakistan, Afghanistan, and Libya, in such fields as land reclamation, 
irrigation, development of plans for hydroelectric power projects, training in the 
maintenarce and use of construction equipment and farm machinery, are having 
good resulis. 

2. Certain countries find it difficult or impossible to aceept bilateral assistance 
from us or from Colombo plan because of local public opinion and political condi 
tions. In such countries, existing U. N. programs tend to compensate for fact 
that United States bilateral programs and efforts are unacceptable. 

83. Substantial support to these programs has given us psychological and 
propaganda advantage over Soviet bloc. We have publicly taunted them with 
not taking advantage of opportunity to be helpful instead of concentrating on 
violent words and violent deeds. This may well have had some influence in 
U. 8S. S. R. now feeling itself forced to make 4 million rubles ($1 million) 
contribution to program. Efforts of Soviets in various U. N. bodies play up this 
contribution as great step forward have evoked polite but slightly cynical 
reaction from non-Soviet countries. United States, because of its much more 
generous contribution, has revealed insincerity U. 8S. S. R.’s purely propaganda 
interest in less developed countries. In light Soviet contributions, however, 
it is particularly important that United States should be in position to continue 
its participation in these programs on generous basis. 

4. I share view of Randall Commission that the United Nations technical 
assistance program should be strengthened and expanded. 

5. In line with congressional views and agreed recommendations Randall 
Commission and Eric Johnston Board, effort is being made achieve gradual 
reduction in United States percentage contribution to these multilateral pro- 
grams. In some cases, such a TA program and Children’s Fund, reduction can be 
achieved somewhat more rapidly than in programs like Palestine refugee 
program and Korean reconstruction program where sums involved are much 
larger and interest of other governments is more difficult sustain. 

6. As I have previously noted, multilateral programs of all types are less costly 
to United States taxpayers because other governments share part of cost of 
program in which United States has vital interest. Further, it is often possible 
obtain from other countries skilled personnel in fields in which United States 
has substantial shortages. For example, experience of United States in tropical 
medicine and tropical agriculture is more limited than that of many other 
countries, and experts in these fields are usually drawn from Western Europe 
with tropical possessions or from tropical countries. In such cases, we cannot 
provide adequate expert knowledge. 

7. United States nationals hold many important positions in U. N. agencies 
administering these programs. This, with United States membership and 
vigorous partcipation in overseeing bodies, tends to assure United States of use 
of funds in line with overall United States objectives. Examples: Agent General, 
Korean Reconstruction Agency, Lieutenant General Coulter; Director, Palestine 
Refugee Agency, Henry Labouisse ; Executive Director, Children’s Fund, Maurice 
Pate; and Director General, Food and Agriculture Organization, Phillip Cardon. 
A large number United States nationals hold key positions both as assistant 
directors and as field representatives of various agencies. 

8. Interest of other governments in TA program is reflected by increased 
pledges announced by other governments, subject to parliamentary approval. 
Increases for 1954, as against 1953, were announced by 26 countries. I agree 
with Governor Stassen that we should do more multilaterally where other 
governments are prepared to increase their contributions. 
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9. Reductions United States level of support these programs would be inter- 
preted as an expression lack of interest economic welfare nations in Latin 
America, Asia, and Middle East, which in one way or another are important to 
United States, Further, in many cases like Palestine relief, actual existence 
possibility future improvement thousands of persons directly dependent on 
United States contribution. Accordingly urge earnest and favorable considera- 


tion proposed contributions by all concerned. 

I should like, Mr. Chairman, with your permission, now to intro- 
duce to you Mr. Christopher Phillips, who is a special assistant, who 
will be the principal witness for the United Nations expanded pro- 
gram of technical assistance, and will be prepared to answer an 
questions which you or other members of the committee may wis 
to direct to him. 


STATEMENT OF CHRISTOPHER H. PHILLIPS, SPECIAL ASSISTANT 
TO ASSISTANT SECRETARY FOR UNITED NATIONS AFFAIRS, 
DEPARTMENT OF STATE 


Mr. Puiaips. Mr, Chairman, I am Christopher Phillips, Special 
Assistant to the Assistant Secretary for United Nations Affairs, and I 
have come prepared, as best I can, to give this committee information 
about the United Nations expanded program of technical assistance. 

I have, Mr. Chairman, a prepared statement which I should like to 
present to the committee. 

Pending before this committee is a request for authorization of ap- 
proximately $18 million as the United States contribution to the UN 
expanded program of technical assistance out of fiscal year 1955 
appropriations. This represents an increase of $914 million over the 
amount appropriated for fiscal year 1954. Of the $8.5 million ap- 
propriated for fiscal year 1954, approximately $4.6 million was used 
to complete the payment of the United States pledge for calendar 
year 1953. This left a balance of $3.9 million available to apply 
toward the U. N. calendar year 1954 program. 

The U. N. Technical Assistance Pledging Conference was held in 
November 1953. At that conference, the administration was, there- 
fore, faced with two alternatives: to pledge only the amount already 
appropriated, that is, $3.9 million, or to pledge a larger amount, a 
part of which would be subject to congressional approval. 

The first alternative would have meant such a sharp reduction in 
United States support, and in the total program, that there would 
have been a serious question as to whether the program could continue. 
In view of the importance which this Government attaches to the UN 
expanded technical assistance program as a part of a total effort to 
assist underdeveloped countries, the latter course seemed more ap- 
propriate. Ambassador James Wadsworth, Deputy United States 
Representative to the United Nations, represented the United States 
at the Technical Assistance Conference, and during the conference 
set forth the following conditions on the United States pledge: 

(1) Other governments must begin to bear a larger proportion of 
the internationally financed cost of the program. 

(2) Of the $13,861,809 pledged, $9,957,621 was specifically stated 
as being subject to congressional approval. The balance of $3,904,188 
was stated to be already available from funds appropriated by the 
‘Congress. 
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Other governments increased their pledges to a total of slightly over 
$10 million in support of the calendar year 1954 program. As pre- 
viously indicated, $9,957,621 was pledged subject to the approval of 
Congress, and the ‘authorization of this amount is now being requested. 
In addition, the amount of $8 million is being requested out of fiscal 
year 1955 funds as approximately one-half rot a proposed United 
States contribution toward the calendar year 1955 program. 

The Congress last year, in appropriating funds for this program, 
indicated that it wished to appropriate only those funds which would 
be required during the fiscal year, and that it did not wish to pro- 
vide funds for a period beyond the end of the United States fiscal 
year. 

The U. N. program operates on a calendar-year basis, with a pledg- 
lentes held prior to the beginning of the c alendar year. Since 
only one-half of the proposed contribution for calendar year 1955 
is now being requested, the executive branch at the next pledging 
conference will, therefore, be placed in the same position for 1955 
as it found itself in for 1954, that is, it must make a pledge for the 
calendar year, a part of which will be subject to congressional action. 

While. from the point of view of both the Executive and the Con- 
gress, this is not a desirable situation, we have been unable to find a 
more reasonable solution, unless the Congress is willing either to auth- 
orize funds or to make appropriations which will cover the United 
States contribution for the calendar year. 

When the U. N. expanded technical-assistance program was estab- 
lished in 1950, it was apparent that it would be necessary for so-called 
developed countries to bear the largest share of the internationally 
financed portion of the cost of the program, since the objective of 
the program was to assist countries which are economically under- 
developed and, therefore, unable to pay the full cost of the assistance 
they need. 

For the first 3 years, the United States contributed approximately 
60 percent of the total funds pledged to the central account, out 
of which the internationally financed costs of the program are borne. 

By 1954, however, the financial situation of other developed coun- 
tries had sufficiently improved, and other governments had increased 
their pledges to such an extent that it was possible for the United 
States to begin to reduce its proportion of contributions to the central 
account. 

The United States pledge for calendar year 1954 of 57.5 percent 
of total valid pledges was the first step in a gradual reduction in the 
United States proportion of the support of this program, toward a 
goal of 50 percent of total contributions to the central ace ount. 

The International Development Advisory Board, under the chair- 
manship of Mr. Eric Johnston, reported to Mr. Harold Stassen, 
Director of Foreign Operations, in December 1953, and included 
in its report the following comments on the U. N. expanded technical- 
assistance program: 

Technical assistance to underdeveloped countries was neither conceived as 
an entirely American undertaking nor has it been conducted as such. The 
United States technical-cooperation program is paralleled and complemented 
by the U. N. expanded technical-assistance program which, although smaller 
in dollar amount than the United States program, is vital both to American 


foreign policy and to the success of the United States program itself. The 
need for economic and social development is so vast and so urgent that no one 








792 


country or international agency can meet the requirements. It will take 
the combined resources of both national and international agencies, working 
with the people of the underdeveloped areas themselves to do the total job. 
The use of both approaches offers better hope of realizing the desired objectives 
than the exclusive use of either. 

The Board believes that despite imperfections of organization and adminis- 
tration and any failures that might have occurred, it is, in the aggregate. 
one of the world’s great movements and the most popular of all U. N. programs 
in the seé@ial and economic field. * * * 

The U. N. expanded technical assistance program is the best answer to the 
propaganda blast of American imperialism directed against the bilateral United 
States program. By enabling other countries to join in as givers, rather than 
merely takers, it makes technical assistance their program, makes it clear to them 
that we do not aim at Americanizing the world, but at helping each country to 
build freedom and prosperity out of its own resources, with its own heads and 
hands, and on the foundation of its own heritage. 


Among the recommendations of the International Development 
Advisory Board sre the following: 


The Board hopes that a significant expansion can take place in the U. N. ex- 
panded program of technical assistance. Contributions already received and 
pledged will determine the limit for the time being. However, the Board he- 
lieves that an effort should be made to encourage all countries able to do so to 
increase contributions so as to double the size of the present program within a 
period of five years. * * * 

2. The Board believes that it is neither provocative of international coopera- 
tion nor in the best interests of the U. N. program of technical assistance 
for the United States to continue to contribute 60 percent of the total budget. 
However, the Board recognizes that a reduction of the United States share 
must be accomplished gradually. The Board, therefore, recommends that the 
United States announce its willingness to see the U. N. expanded program of 
technical assistance doubled over a period of 5 years, and that as the total goal 
is doubled the United States share will be reduced to not more than 50 percent. 
At the end of the 5-year period, a reassessment should be made of the situation. 


The Commission on Foreign Economic Policy, under the chairman- 
ship of Mr. Clarence B. Randall, in its report to the President, issued 
on January 23, 1954, made the following statement, with no minority 
expressing opposition to this view: 

The Commission also recommends that the United States continue its support 
of the United Nations expanded technical assistance program, and the small 
program of the Organization of American States through which the technical 
skills of many countries can be better mobilized and some dependent area and 
regional problems can be more effectively approached than through bilateral 
programs. 

The Commission attaches special importance to the strengthening of the tech- 
nical assistance work of the United Nations. It believes, however, that no coun- 
try should contribute as much as 60 percent of the financing of this worldwide co- 
operative effort. It believes that some expansion of this program would be 
desirable, but that the United States percentage share of the cost should be re- 
duced. 

Technical assistance is being furnished to the governments of un- 
derdeveloped countries by over 1,000 experts recruited from more than 
60 countries by the U. N. and the specialized agencies. These interna- 
tionally recruited experts work with the governments and the people 
of the underdeveloped countries in helping them to solve their most 
pressing problems of economic development. 

e program also operates by providing fellowships for repre- 
sentatives of underdeveloped countries, in order to provide specialized 
training abroad which will be useful in carrying out further the work 
undertaken by the international experts. During 1953, some 1,200 
fellowships were awarded under the U, N. expanded program. 
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The international agencies also supply a small amount of demon- 
stration equipment, but in view of the total funds available, it is 
obvious that it is not possible for a large supply component to be 
financed under this program. 

The provision of technical assistance to underdeveloped countries is 
proving to be an effective means of advancing United States interests. 
The U. N. expanded technical assistance program is an important 
element in providing this help to underdeveloped countries, since it is 
a cooperative endeavor in which the underdeveloped countries are both 
contributors and receivers of assistance. It is, therefore, important 
that the United States should continue its support of this program at 
a level commensurate with its interest. 

Mr. Chairman, and ladies and gentlemen, I think it is unnecessary 
for me to poim out that the United States participates in two principal 
types of technical assistance activity: the bilateral, so-called United 
States point 4, and the multilateral—specifically, the United Nations 
program. 

It is the latter to which I shall address myself, today, the United 
Nations expanded program of technical assistance. 

The amount we are requesting this year from your committee, an 
authorization of $18 million as the United States contribution for 
fiscal year 1955, is an increase of $9.5 million over the fiscal year 1954 
appropriation. 

One of the reasons for this increase lies in the difference between 
the United Nations fiscal year and the United States fiscal year. The 
United Nations fiscal year corresponds to the calendar year. 

The United States executive branch used $4.6 million of the 1954 
fiscal year appropriation in order to complete payment on its 1953 
calendar year pledge. Now, that left a balance of $3.9 million for 
the United Nations calendar year 1954 program. This left us, Mr. 
Chairman and members of the committee, with two unsatisfactory 
alternatives, so far as our pledge was concerned, at the pledging 
conference this past November. 

On the one hand, we could have pledged only $3.9 million, the 
funds available, which had been appropriated by the Congress. On 
the other hand, we could have, as we did, pledged an additional amount 
subject to congressional approval. 

We recognized that were we to limit our pledge to the amount of 
money actually available, namely $3.9 million, it would have unques- 
tionably resulted in a sharp reduction of the United Nations program, 
and might well have jeopardized the entire program. 

In view of the importance which we attached to the United Nations 
expanded program for technical assistance, we decided to make an 
additional pledge, subject to congressional approval. 

Now, it also seemed desirable to us to begin to reduce the propor- 
tionate share of the United States contributions to the special account. 
In 1950, when this program began, it seemed necessary for the so-called 
developed countries to bear a larger proportion of the total cost than 
they might expect to bear in the regular budgets of the various inter- 
national organizations. The United States, therefore, felt, at that 
time, when the program was initiated, that it was in its interests to pay 
as high as 60 percent in order to get the program established and 
under way. 
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By last November, however, when the pledging conference was held 
for calendar year 1954, it was apparent that other governments could 
begin to carry a larger share of the burden, and so the United States, 
through Ambassador Wadsworth, at the pledging conference, an- 
nounced as a matter of policy that the United States share would 
gradually be reduced. 

The proportionate share of the United States contribution for cal- 
endar year 1954 program will be 57.5 percent. We believe, as Mr. 
Key has said, that we should move toward a goal of 50 percent of 
the central account, in accordance with a recommendation of the In- 
ternational Development Advisory Board, under the chairmanship of 
Mr. Eric Johnston. 

This 50 percent goal applies only to the central account. It does 
not include the so-called local-cost contributions made by recipient 
governments. When you consider those local-cost contributions, the 
United States share of the total program more nearly approximates 
22 percent. 

Now, while we believe it is important to reduce the United States 
share, we do not believe that it is in our interest to go down to the 
3314-percent level which we now have reached with respect to the reg- 
ular budgets of the United Nations and the specialized agencies. Any 
such major reduction would constitute a crippling blow to the United 
Nations technical assistance program, and might well result in its total 
collapse. 

It has been encouraging to notice that other governments have in- 
creased their calendar year 1954 pledges to the highest amount to 
date. The total pledges of governments, other than the United States 
for calendar vear 1954, are just over $10 million. 

These pledges by other governments called for a United States 
pledge of $13,861,809. This is the pledge for calendar year 1954 on 
the part of the United States. 

I would like to reiterate, Mr. Chairman and members of the com- 
mittee, that of the total pledge, $9,957,621 was pledged subject to 
congressional approval. The only money actually appropriated and 
available which was carried over from the 1954 fiscal year appropria- 
tion was the sum of $3.9 million, to which I referred a few moments 
ago. 

Now in order to put the United States contribution on a fiseal year 
basis, we are asking $8 million in our United States fiscal year 1955 
budget, which represents approximately one-half of the anticipated 
program for calendar year 1955. These figures, I appreciate, are 
confusing. If there are any questions, I shall be very happy to repeat 
the figures. In addition to the sum of approximately $9,900,000, we 
are asking for as a part of the total sum requested, $8 million, which 
represents approximately half of the proposed United States pledge 
for calendar year 1955. 

Now, I have outlined to you briefly the fiscal aspects of the pro- 
gram. If the committee is interested and feels that it has the time, 
T should be happy to say a few words about a brief trip I took to 
parts of Central America and the Caribbean area a few months ago 
to look into some of these programs. I certainly would not claim 
to be an expert on the basis of a short trip, but I was much interested 
in what I saw. If the committee desires, I shall be happy to make a 
few comments about this trip. 
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Chairman CurrerFreLD. You may proceed, Mr. Phillips. 

Mr. Puitues. I visited the country of El Salvador, and the little 
Republic of Haiti. These countries I selected primarily because they 
seemed to provide different examples of how United Nations technical 
assistance has been applied. Furthermore, they were reasonably close 
by and did not require much time to visit. 

I would like to reiterate that my views cannot be considered all- 
inclusive, because I was there a very short period of time. 

One of the best opportunities I discovered for visual observation 
of these programs, was in an area northwest of the capital of San 
Salvador, an area which has become known as the WHO—World 
Health Organization—integrated demonstration area 

This is an area of about 1,100 square kilometers. It has a popula- 
tion of about 110,000 people, about 80 percent rural. It is a pilct 
project for the development of rural heaith and sanitation. It is 
located as I said, about 30 miles northwest of San Salvador. 

One of the interesting features of this particular project is the 
fact that it is run entirely, insofar as the administrative and day-to- 
day operation is concerned, by the Government of El Salvador. It is 
under the direction of a governmental committee headed by a full- 
time director. 

Technical assistance is supplied in the form of four experts from the 
World Health Organization who serve as advisers and assist in the 
training programs. They comprise, to be specific, 2 public health 
nurses, 1 of whom was an American and 1 a Dutch lady, and 1 physi 
cian and 1 statistician. 

The Government and the municipalities employ approximately 
100 people who are paid for out of Government funds. The World 
Health Organization, I found, paid only the salaries of the experts, 
plus the contribution of a small amount of equipment in the clinics. 

The program in this integrated demonstration area is really a tri- 
partite program. There is a public health and medical care program. 
There is a training program which consists of the training of sanitary 
inspectors and public health. Then there is a rural sanitation pro- 
gram which provides advice on the construction of privies, wells, 
slaughter houses, and so forth. 

Now, the backbone of this demonstration area consists of the four 
clinics which have been established. I believe ultimately there will 
be seven clinics. Each clinic has a doc ‘tor, a couple of health nurses, 
a dentist, 2 or 3 public heafth auxiliaries, 2 or 3 nurses aides, and 2 
or 3 sanitary inspectors. 

They are located in strategic spots throughout the demonstration 
area, and they constitute the administrative center of health posts. 
They constitute the headquarters of a given health district within 
the overall area. 

Each of these little posts extends like fingers into remote, inacces- 
sible areas of the country. These little health posts were particularly 
interesting to me. They get into the grassroots. They show what 
can be done, it seems to me, with imagination and some skill. 

I drove out over an almost impossible road in a jeep. It is a con- 
stant source of amazement to me how we made it. It was an ex- 
tremely remote area inhabited by a rather primitive rural population. 
The health post is manned by one public auxiliary, a woman trained 
in many basic phases of health and sanitation. 
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Mrs. Bouton. A native? 

Mr. Puxirs. A native. 

Another thing that interested me was that the inhabitants of the 
area built and contributed the materials for the health posts. They 
were not paid for out of any United Nations’ funds, and all of the 
labor, and most of the materials, were supplied by the local inhabi- 
tants. 

It was physically located in close proximity to the little one-room 
schoolhouse which served that area. 

I was greatly impressed with what I saw because it seemed to me that 
this was the rudimentary, basic operational phase of technical assist- 
ance at its best. 

I shall not discuss this program any further, Mr. Chairman. I think 
it gives you a little example of one phase of activities. 

I would like to mention one additional program I saw which, in my 
opinion, was perhaps a little more dramatic, in that it had an imme- 
diate result. There was an achievement which could be observed in 
the immediate present. The former program had a more long-range 
objective, and the results were not as evident. 

This second project was located in the town of Tonacatepeque. 
‘Tonacatepeque is a small town with a population of about 5,000, lo- 
cated about 20 kilometers northeast of San Salvador. 

This little community was once the center of a thriving home-weav- 
ing cotton-textile industry. It turned out cheap cotton cloth, but in 
recent years mechanization of the cotton-textile industry in San Salva- 
dor resulted in the loss of about 80 percent of the hand-loom industry 
of this community. 

The plight of this town was discovered by an FAO, Food and Agri- 
culture Organization, expert, an American by the name of Dr. Fritz 
Loenholt. Dr. Loenholt discovered the plight of this town and tried 
to find ways of reviving the community’s economic life. He discovered 
a United States woman working as a part of the American Friends 
Service Committee who were working in a neighboring county. 

This woman was an expert on hand-loom weaving. She had dis- 
covered in the course of her experiments a locally grown reed called 
tule. She found it to be an extraordinarily pliable material that could 
be used to good advantage on these hand looms. 

So Dr. Loenholt invited this woman to the town of Tonacatepeque, 
and she demonstrated the possibilities of the tule reed. The hand- 
loom weavers were much impressed, and they undertook to experiment 
with the fiber and in a short time were turning out rather good mate- 
rials; good samples which appeared to Dr. Loenholt to be worthy of 
following up to see what could be done with them. 

When he went to California on a vacation, he showed samples of 
this material to a California importer—an importer who specialized, 
I believe, in table mats and so forth. 

This importer was sufficiently impressed to place a small initial 
order for these mats. When the importer made a trip to San Salvador 
to visit Dr. Loenholt shortly thereafter, he visited the town of Tona- 
catepeque and made provisions for certain types of design and colors 
and so forth and placed a second order. 

Now the result of this new handicraft industry is that the town has 
begun to revive economically. A specific example of how this has 
happened can be shown in the amount that the individual weaver is 
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now earning. He used to make about 60 cents a day in this cheap 
cotton-textile industry. He now makes about $3.50 a day by turning 
out these mats. 

I would like, if the committee is interested, just to show you a sample 
of what they have done there. It is not the finest material in the world, 
but it really is quite good. This is the local reed which is grown nearby. 
It is tough, it is pliable, it can be washed and it is a good deal heavier 
than some of the mats that are on the market today. 

The significance of this lies not in its scope. It is not an earth-shat- 
tering project, but it does offer hope for the beginning of a handicraft 
industry in Salvador which could be very significant. 

Strangely enough, there is today very little handicraft industry in 

Salvador. The project is significant because it shows what a little 
imagination and initiative on ‘the part of an expert can do. 

That particular project impressed me more perhaps than any of 
the others, because it had initiative, it had imagination, and to 
me it was an encouraging sign of what this sort of program can 
accomplish. 

Chairman Cutrerrrevp, Mr. Phillips, may I interrupt? Mr. 
Morano has to go to another meeting. I would like to give him an 
opportunity to ask questions at this time, if he would care to do so. 

Mr. Morano. Thank you, Mr. Chairman, There is only one ques- 
tion I want to ask. As I understand it, point 4 represents the uni- 
lateral assistance that we give directly to nations. 

Mr. Pues. Yes. 

Mr. Morano. The United Nations technical assistance program is 
multilateral ¢ 

Mr. Putuies. Yes. 

Mr. Morano. I was a member of a special study mission of which 
Mr. Merrow was the chairman, and we studied international organi- 
zations and movements. 

We are contributing to both of these programs, to point 4 and to 
the United Nations technical assistance program. Which do you 
prefer? Which do you think is best suited to the interests of the 
United States, the multilateral or the unilateral ? 

Mr. Pui.uirs. Mr. Morano, in my opinion there are excellent argu- 
ments in favor of both programs. 

It seems to me that the United States benefits by participation in 
both programs because each has peculiar advantages which, when 
combined, seem to me to provide the most effective method of par- 
ticipating in efforts to develop so-called underdeveloped countries. 

In the case, for example, of the multilateral programs, the United 
Nations program, this is the means of mobilizing free-world countries 
into a unified effort. 

There are the advantages, insofar as some recipient countries are 
concerned, of receiving assistance from a multilateral organization 
which tends to prevent or overcome sensitivities which exist in some 
parts of the world as a result of receiving assistance from a single 
nation. 

There are other advantages. For example, it is possible in the 
multilateral program to recruit experts from many countries. There 
are certain types of experts which can best be obtained from areas 
outside of this country. 
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These and other reasons, I believe, indicate that our best hope is to 
continue to participate in both these programs. 

Mr. Morano. Would you concede that under both programs that 
there is duplication and perhaps rivalry and so on? 

Mr. Puitsups. In my experience, which is based on firsthand obser- 
vation in these two countries, and based on the reports and discussions 
which I have had with people who have been in other areas through- 
out the world, I am impressed with the fact that duplication, 
which I believe in the early stages of the program existed, has been 
virtually eliminated. 

When I was in Salvador and in Haiti I made a special effort to look 
into just the question you mentioned. 

Mr. Morano. Is the administration doing everything it possibly 
can—if it is to have two programs—to eliminate all possible dupli- 
cation, rivalry, and so on? 

Mr. Puiurrs. Everything is being done which can be done and, 
in my opinion, it is being done with great success. 

Mr. Morano. What direction would you go in if you had to reduce 
an appropriation or an authorization for an appropriation? Would 
you prefer to reduce the multilateral—the United Nations technical 

assistance program appropriation, our contribution to it—or would 
you rather reduce the point 4? 

Mr. Putuirs. I don’t believe I am competent to speak in detail on 
the bilateral program. We do have people in FOA to speak on that. 

It is my personal view that if we reduce the multilateral program 
there would be great danger of its virtual collapse. 


Mr. Morano. You are coming in with a request for an increase 
before this committee for the United Nations over unilateral, and you 


say it is because of a difference in their fiscal year. 

Does that mean you intend to increase U. N. assistance and reduce 
point 4 or what does it mean? 

Mr. Puiuies. We hope to gradually reduce the United States share 
of the U. N. program. 

On the other hand, we recognize—I think this has been recognized 
by several commissions, such as the Randall Commission—that it 
would be desirable to expand the U.N. program. There is no sugges- 
tion that the point 4 program should be reduced, however. There is 
a vast amount that can be done. 

In the countries I visited, rather than finding duplication, there 
seemed to be such huge fields that were untouched, where a great 
amount of constructive work could be done, that the hope appeared 
to me to be in increasing the program. 

The executive branch is prepared to go along with some increase 
in the multilateral program if other nations do also. 

Mr. Morano. Have you found any political implication placed on 
either rogram by the ‘foreign nation involved ? 

Mr. Pairs. I don’t quite understand your question. 

Mr. Morano. Foreign nations as a rule place political implication 
on direct foreign assistance and they don’t place it on the euultileteegh- 
or they do to a lesser degree, perhaps. 

Mr. Pumps. I believe it is true that in some parts of the world 
there is some sensitivity to the idea of being the recipient of assistance 
from a single country, whereas being the recipient of assistance in 





799 


a program in which that country participates gives them a little more 
feeling of being a part of the group. 

Mr. Morano. Thank you very much, Mr. Chairman. 

May I be excused ¢ 

Chairman Currerriecp. Do you care to proceed any further at this 
time, Mr. Phillips? 

Mr. Pututrs. I believe I have concluded everything I had to say 
formally and would be happy to answer any questions. 

Chairman Cuirerrime ip. Mr. Javits—— 

Mr. Javits. If it is proper to do so in executive session, would you 
name countries which by preference will seek multilateral te chnical 
assistance, but would not, in your view, seek bilateral technical 
assistance / 

Mr. Putiius. I would not be prepared at this time to give that 
information. I would be glad, if the committee desires, to attempt 
to obtain it and present it in executive session later. It would be a 
difficult thing to prove conclusively, in any case. 

Mr. Javirs. There are such countries? 

Mr. Puitutrs. I believe such countries do exist. 

Mr. Javits. In your experience, do any of the countries which 
receive multilateral technical assistance, in terms of public acceptance 
or public assistance, identify that kind of assistance as also being 
heavily contributed to by the United States? 

Is it identified with the United States in any way when it comes 
through the U. N.¢ 

Mr. Puixiurrs. In some parts of the world, we have discovered, Mr. 
Congressman, as far as the mass of the public is at there is 
little differentiation between the United States and U. . program. 

At the government level there is a clear recognition of the differ- 
ence. In some parts of the world—I think perhaps i in a great part 
of the world—among the mass of people there is no clear distinction 
as between the United States and the United Nations programs. 

Mr. Javirs. You wouldn’t want to make any estimate as to the 
extent of the program which is covered by that kind of attitude? 

Mr. Puturrs. I would hesitate to do so, Mr. Congressman. 

Mr. Javirs. You do say it is widespread. 

Mr. Pures. I would say it existed perhaps in parts of the world 
in which the level of education is very wy. 

Mr. Javirs, The program carries over $5 million for United States 
technical assistance in non-self- poverking territories of the NATO 
countries, especially in Africa, 

Do you think that kind of program could better be carried on by 
the United Nations than by the United States, in view of the political 
situation in places like Kenya? 

Mr. Prius. I don’t understand the reference to the $5 million. 

Mr. Javits. The program, other than what you are testifying to, 
which is before us, carries $5 million technical assistance to non- 
self-governing territories of the NATO powers. 

In your opinion would it not be better to carry on such programs 
through the U. N., rather than our financing them on a bilateral 
technical-assistance basis in view of the politics al situation in certain 
areas ¢ 

Mr. Purtires. I would hesitate to give an answer insofar as the 
political effects are concerned. I am not familiar with the program 
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to which you refer. I would say that unfortunately the United 
Nations multilateral program is limited by virtue of the funds it 
has available and, of course, the United States program is in a position 
to do more because it has more funds with which to deal. 

My personal opinion would be that wherever conditions exist in 
the world in which it can be shown that a multilateral approach is 
more effective, is more desirable, in accomplishing our objectives, 
then that is the proper approach. 

In those areas where, for reasons strategic, political, or otherwise, 
the United States feels it is in the interest of the United States to 
participate in a bilateral program, it seems that would be the desirable 
thing to do. 

Mr. Javrrs. Would you furnish a list of the countries where the 
U. N. carries on such programs, and with special reference to coun- 
tries where the United States also carries on bilateral programs, and 
explain why it is believed we should authorize appropriations for 
both ? 

Mr. Puuitzirs. I will be happy to, Mr. Javits. I have available 
here such a list. 

Mr. Javrrs. I think I have used up my time. Perhaps I can come 
back to it later. 

Chairman Curpeerrretp. Mr. Vorys, did you have a question? 

Mr. Vorys. I just thought it would be most interesting to have a 
description of the El Salvador program, which is proposed on a basis 
for the coming year of $894,000. 

Looking into our general] statement supporting the program, we 
find “Health and sanitation.” So there are not only United Nations 
and bilateral programs going forward in E) Salvador, but precisely 
the same subject matter covered in your statement is projected as part 
of the United States program. 

Now, this is a little one, proportionately. TI thought this would be 
a very good test case, Mr. Javits, and we could have this one explained 
right now. 

Mr. Javrrs. All right. 

Mr. Putuies. I will be very happy to try to clarify this. 

Was there any particular program in which you were interested in 
El Salvador, or was it the general situation, overall? Perhaps I could 
make a few comments that might clarify the general situation. 

Mr. Vorys. Well, I understand we have people from FOA here, 
and no doubt within a few minutes we could just have an explanation 
from you, or from somebody in the room, as to these two parallel 
programs in the same country, both dealing with health and sanita- 
tion, as to how the proposed division was worked out. 

Mr. Pues. Yes. 

I would like to introduce Mr. Alvin Roseman, of the Foreign Op- 
erations Administration, who will speak on that phase of it. 

I might, if I may, make a brief introductory statement with respect 
to the health and sanitation project. 

When I arrived in El Salvador, I was interested in the same pro- 
gram to which you referred. I saw that the bilateral program was 
engaged in this field of activity, and I recognized that the United 
Nations was, too. Therefore, I looked into it, and I discovered that 
the health demonstration project which I discussed earlier is primarily 
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a rural sanitation project and is directed to that phase of sanitation, 
health, and so forth. 

It is my understanding—and I would like to have Mr. Roseman 
speak for ‘the FOA—that the primary emphasis in the field of sanita- 
tion and health on the part of the FOA, point 4, has been in the field 
of urban sanitation and health problems ; that, therefore, there has 
been a complementary undertaking rather than an overlapping. 


STATEMENT OF ALVIN ROSEMAN, ACTING DIRECTOR, OFFICE OF 
PUBLIC SERVICE, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Roseman. There are obviously many relationships between 
bilateral and multilateral technical assistance programs. I think it 
might be wise to keep in mind that the primary decision as to the 
source of technical assistance in all these cases is, in the first instance, 
made by the country itself. 

The host country has a good deal to say about whether it will request 
assistance directly from the United States or from the United Nations 
program. 

May I, before I refer to El Salvador, sketch 2 or 3 of the different 
types of relationship situations? I have not been in El Salvador 
myself. I have visited many of the other countries in Europe, in Asia, 
and in Latin America, in which these types of programs have been 
carried on by the United States and by the U. N., and I have also 
spent a good ‘deal of time as a United States representative in Geneva 
in connection with the U. N. agencies. 

There are some instances, sir, in which the difference between the 
United States program and the United Nations program is based 


upon a difference in the type of specialized assistance which each of 
the two programs can best provide—which problems the United 
States on the one hand and the U. N. program on the other can most 
readily help to attack. 

For example, we are very proud in the United States of the special 
contributions we have made in the field of vocational education. We 
feel we have a yeny) skill in relating vocational education to the 


labor market and a special aptitude for helping countries develop 
vocational educational programs and to understand what can be done 
in using vocational education as a tool in economic development. 

On the other hand, while we have a good many experts in the field of 
tropical medicine, I don’t think this country claims worldwide ex- 
pertise in that pprriaciar field. 

Thus the U. N. program, by drawing upon personnel resources of 
other countries, may frequently be able to get the best qualified 
experts in certain fields. 

Secondly, the United States has shortages, of course, in certain key 
fields. Mr. Phillips has indicated, for example, that in some cases 
the United States isn’t able to supply technical assistance simply 
because we do not have enough qualitied yeople. We are very short, 
as I think all members of this committee know, in medical personnel, 
particularly Public Health personnel. 

A qualified public health specialist of Scandinavian or French or 
British or some other nationality may be able to do a given public 
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health job under the U. N. program quite as well as an American one 
under the bilateral program. 

There are also situations in which the host country would like to 

‘all upon the United Nations for activities in certain geographic 
areas and upon the United States for the same general type of activity 
in certain other areas. 

In Paraguay, to use an illustration, there is 1 child-health center 
operated under the U. N. and 4 others which are operated by the 
Foreign Operations Administration. 

Mr. Vorys. Where is that? 

Mr. Roseman. In Paraguay. In that country one maternal and 
child-health center is under U. N. operation, operated by UNICEF 
and WHO under the U. N. technical assistance program. There are 
four such centers in other areas of the country, sir, operated by the 
bilateral program. You have other illustrations of that type of 
situation. 

Would you like me to come to El Salvador, sir, or to continue to 
discuss this type of relationship generally ? 

Mr. Vorys. I just wondered how those are divided up. That is 
complete duplication in purpose. 

Mr. Roseman. A government may want a U. N. operation in one 
section of the country, and also ask the United States to supplement 
that by setting up relatively similar types of operations in other areas 
of the country. 

Mr. Vorys. Then the decision is made entirely by the host 
government ? 

Mr. Roseman. Not entirely by the host government. The requests 
are made by the host government, and then the problem is for joint 
consideration by three parties, the host government, the representative 
of the U. N., and the representative of the United’ States, who is the 
chief of the United States foreign operations mission. In each of 
these countries there is a coordinating mechanism, usually a relatively 
formal committee of the U. N., the FOA, and of the host government, 
which reviews all proposals. 

The place for coordination must start in the field. The requests 
originate from the host government. They have to be considered not 
only i in terms of the specific request but the relationship of that request 
to what the government proposes as its economic development 
program. 

Now the government may request assistance from the United Na- 
tions. The U.N. may feel that it wishes to give that assistance but 
under well-worked-out agreements, before it does so, there is consulta- 
tion, at the country level, with the United States representative and 
the host government, for a three-way decision as to what the most 
effective way of doing this job is. ‘The converse is also true on requests 
for assistance from the United States. 

Mr. Vorys. I am trying to determine what criteria are applied. 

For instance, you jumped to Paraguay. 

Mr. Roseman. Tam sorry. I used that as an illustration. 

Mr. Vorys. What was the test that decided we were going to have 
a duplication of the same kind of program—that we were going to 
run 1 and they were going to run 4% 
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Mr. Roseman. I don’t think you can arrive at any global criteria. 
The local situation and the government’s own views are the prime 
determinant. 

The second determinant for the United States program is whether 
it makes sense from the United States point of view. 

Mr. Vorys. That is what we are trying to find out. 

Mr. Roseman. There is no single objective test. which can be applied 
to this division of responsibility, in my judgment, sir. 

Mr. Vorys. Now let’s go back to El Salvador. 

The explanation by FOA we have in front of us says, referring to 
health and sanitation projects, “in 1955, these general projects will 
continue as a service to expanding health facilities throughout El 
Salvador.” 

Now, Mr. Phillips has just told about four U. N. clinics in one area, 
and that there are health auxiliaries throughout El Salvador. 

It would seem that we have complete duplication in this one rather 
small country. 

Now can anybody tell what the proposed criteria will be in fiscal 
year 1955 on the two programs? 

Mr. Putuies. I can clarify one phase of this. 

The clinics to which I referred, the four health clinics, are located 
within a so-called demonstration—health demonstration area. 

There is no FOA operation within this area. That particular 
program is limited to rural educational, rural health and sanitation 
needs. That is, as I say, a wholly government-WHO (World Health 
Organization) project. 

The United States bilateral program is in no way involved. 

Mr. Vorys. According to the sentence I have just read you, these 
general projects “will continue as a service to expanding health 
facilities throughout El Salvador.” 

Mr. Puituies. Is this the FOA? 

Mr. Vorys. Yes. 

Mr. Roseman. In the valley to which Mr. Phillips has 1ade refer- 
ence, there is this health demonstration area developed by the El Sal- 
vador Government in collaboration with the World Health Organiza- 
tion’s or the U. N. program. 

The Foreign Operations Administration is not engaged in that 
project. That project itself, however, is only one part of the general 
program of El Salvador for expanding its total-health program. 
This one particular geographic area has been aoe upon between 
the El Salvador Government and the World Health Organization 
as an area for special attention as a demonstration by the World 
Health Organization of what can be done on a very intensive health 
yrogram. It is only one segment of the total health program in 

] Salvador. I believe there are something like 12 other health 
centers in E] Salvador and only 1 of these is involved in the U. N. 
program. That is not an uncommon arrangement because the U. N. 
will sometimes put a great deal of intensive effort into a somewhat 
limited project, whereas FOA may assist the whole health program 
of the country, working with the central health ministry, and assist- 
ing with health services in other areas where the U. N. does not operate. 

We have very many of the same relationships, sir, in this country 
between the Federal and State governments. In some areas in the 
United States we may have a special collaborative Federal-State 
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demonstration area, and at the same time the Public Health Service 
may be assisting the State to develop a comprehensive health service. 

Mr. Merrow. Mr. Chairman 

Chairman Curperrietp. Mr. Merrow—— 

Mr. Merrow. The United Nations effort is always channeled 
through these specialized agencies, isn’t it, or is it outside in some 
instances? 

Mr. Puuitiuips. If I may answer, sir, the United Nations effort is 
carried on through the specialized agencies and the United Nations 
Technical Assistance Administration. 

It is coordinated at the local level usually by a resident representa- 
tive who is, you might say, the United Nations spokesman, and who 
assists in the coordination of the work of the U, N. specialized agen- 
cies in the field. 

Much of the day-to-day coordination between the United States 
program and the U. N. program takes places betw een that resident 
representative and the chief of mission, I think he is called, of the 
United States point 4 program. 

I have found time and again that they sit down together when 
they are working out programs and decide where each group can 
best contribute, so there is a lot of just day-to-day commonsense 
working things out. 

Mr. Merrow. Then there are three programs, the specialized agen- 
cies, the United Nations technical assistance outside of that and our 
point 4—— 

Mr. Puitures. Excuse me, sir. The United Nations Technical As- 
sistance Administration is q part of the total United Nations effort. It 
is that office, or that bureau, whatever you might term it, of the 
United Nations proper, which carries on technica] assistance. 

Then there are the Food and Agricultural Organization, the World 
Health Organization, the International Labor Organization, and so 
forth. So these are separate units of the United Nations program, 
but they are considered one program and are closely coordinated in 
the field through the resident representative. 

Mr. Merrow. Yes, I understand that, but outside of the specialized 
agencies, from what you have said it would appear there is another 
program that can be carried on through the U.N. technical assist- 
ance apart from channeling it through the specialized agencies. 

Mr. Purturs. It is in effect a specialized agency itself. 

Mr. Merrow. It is in effect a specialized agency itself? 

Mr. Putxirs. To the extent that it has the same relationship to 
the overall program that any of the specialized agencies do. 

Mr. Merrow. Does it undertake programs of considerable magni- 
tude outside of the specialized agencies? 

Mr. Puriirs. All of the work is dovetailed in with the work of 
the other specialized agencies through the Technical Assistance Board 
which is located physically at the United Nations Headquarters in 
New York. 

Every program, whether it is proposed by a specialized agency or 
by the so-called United Nations Technical Assistance Administra- 
tion, must be approved by that Technical Assistance Board, and the 
UNTAA, as we call it, is subject to exactly the same overall coordina- 
tion and the same program approval as any of the specialized 
agencies. 
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Mr. Mrrrow. But UNTAA can set up a very wide project outside 
of the specialized agencies, or the technical assistance program, if it 
wants to, is that right? 

Mr. Putuurrs. Not without the approval of the Technical Assist- 
ance Board. 

I think perhaps what may help is to say that this U. N. Technical 
Assistance Administration covers certain fields not included within 
the specialized agencies themselves; such things, for example, I be- 
lieve, as public administration—advice on administrative matters, 
types of transportation, port development, and so forth. These don’t 
fit into any of the specialized agencies and are carried on by the 
United Nations Technical Assistance Administration. 

But the point that I would like to make is that there is no superior, 
or independent status, insofar as the United Nations Technical Assist- 
ance Administration is concerned. It is subject to the same regula- 
tions, to the same coordination and clearances as any of these other 
specialized agencies. 

It cannot of its own volition move out into a country and establish 
a program without reference to the Technical Assistance Board, 
which is the coortimating office at the U. N. Headquarters in New 
York. 

It gets funds from the same place. 

If it will be helpful, I could perhaps show this chart to the com- 
mittee to illustrate the administrative structure. 

(The chart is as follows:) 





UNITED NATIONS EXPANDED PROGRAM OF TECHNICAL 
ASSISTANCE 


GENERAL ASSEMBLY 
(60 GOVERNMENTS MEMBERS 
OF THE UNITED NATIONS) 


ECONOMIC & SOCIAL COUNCIL 
(18 GOVERNMENTS) 


TECHNICAL ASSISTANCE COMMITTEE 
(SAME MEMBERS AS COUNCIL) 


TECHNICAL ASSISTANCE BOARD 


(AGENCIES & EXECUTIVE CHAIRMAN) 


INTERNATIONAL 
CIVIL AVIATION 
ORGANIZATION 


INTERNATIONAL 
LABOR 
ORGANIZATION 


UNITED NATIONS 
EDUCATIONAL, SCIEN- 
TIFIC & CULTURAL 
ORGANIZATION 


WORLD 
HEALTH 
ORGANIZATION 


UNITED NATIONS 
TECHNICAL 
ASSISTANCE 

ADMINISTRATION 


INTERNATIONAL 
TELECOMMUNICA- 
TIONS UNION 


WORLD 
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INTERNATIONAL 
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FUND 


NOTE... 

THE BANK & FUND 
PARTICIPATE IN THE 
TAB AS OBSERVERS, 
THEY DO NOT RECEIVE 
FUNDS FROM THE EX- 
PANDED PROGRAM, 
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Mr. Lanuan. One of the witnesses said something about. vocational 
education. Just how much do you propose to spend in El Salvador 
for vocational education ? 

Mr. Roseman. You are referring to the bilateral program ? 

Mr. Lanuam. I would like to know what is available for that pur- 
pose. 

Mr. Puiuures. I think we can obtain that. 

Mr. Lanuan. While you are looking, I would like to know what 
you propose for all of Central and South America. 

Mr. Roseman. I can give you the FOA figures on education for El 
Salvador. In fiscal year 1955, we are requesting in our illustrative 
program $111,000 for El Salvador. 

Mr. Lanna. Does that include both programs ? 

Mr. RoseMan. I speak only of the United States bilateral program. 
Mr. Phillips perhaps can give you figures on the United Nations pro- 
gram. I can give you the FOA Latin American figure in total, if 
you would like it. 

Mr. Lanuam. I would like that. 

Mr. RoseMan. We are proposing in fiscal year 1955 to spend $3, 
088,400 in the total Latin American educational program. 

Mr. LannamM. What did you spend last year? 

Mr. Roseman. For the fiscal year 1954, on the bilateral education 
program in Latin America we have programed $2,991,600. There 1s 
a small increase in the vocational education program. Now, this, of 
course, is only the United States part. A very substantial part is 
contributed by the Latin American countries themselves. 

Mr. Lanuam. I wanted to know our contribution. 

Can you give me the same figures for the other program ? 

Mr. Puinuirs. Yes, sir. There is no vocational education program 
scheduled in El Salvador through the United Nations for 1954 calen- 
dar year. 

Mr. LanuaM. What about Latin America? 

Mr. Puttuies. I can obtain that information for you, sir, I don’t 
have it broken down. 

Mr. Lanuam. I wish you would, for the record. 

Mr. Pxuitirrs. You would like to have the amount spent by the 
United Nations technical assistance program on vocational education 
in what period ? 

Mr, Lanna. In the last year and what your proposal is for 1955. 

That is all, Mr. Chairman. 

(The information requested is as follows :) 

For calendar year 1953, obligations for vocational and technical training in 
Latin America under the United Nations expanded program of technical assist- 
ance amounted to $406,313. For calendar year 1954, projects in these fields 
amounting to $338,300 have been approved. For calendar year 1955, it is es- 
timated that such projects will cost $336,000. 

Chairman Currerriecp. Mrs. Bolton, 

Mrs. Bouron. Mr. Chairman, I would like to ask about the cut from 
70 percent to 60 percent, and the method by which you attained it, 
Mr. Secretary. What criteria were involved? You said somethin 
or other about not making it too drastic a cut. Ten percent woul 
seem very drastic to me, ow did you arrive at the percentage you 


advised ¢ 
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Mr. Key. Mrs. Bolton, would it be all right if that was answered 
when we get to UNICEF, which is the next item ? 

Mrs. Bouron. Certainly. That will be very good. 

Mr. Javirs. Could you give us one figure which would say how much 
technical assistance is carried on in areas, or countries, where the 
United States has no technical assistance program, and the other 
figure showing how much is carried on by U. N. countries where the 
United States does have a program ? 

Mr. Pururrs. I am not certain that I understand your question. 
A country in which the United States carries on its program without 
any United Nations program? 

Mr. Javirs. No. You are asking for $17 million. How much of 
that is to be used for technical assistance by the U. N., in countries 
which do have United States programs, and how much in countries 
which do not? 

Mr. Pures. I will be happy to obtain that information for you. 

Mr. Javrrs. You don’t have it now? 

Mr. Puiurrs. We don’t have it broken down. 

Mr. Javirs. Plus a list of all the countries in which U. N. technical 
assistance programs will operate as compared with the countries where 
we operate bilateral technical assistance. 

Mr. Pures. I will be very happy to furnish that information. 

(The information requested is as follows:) 

A. List of countries in which United Nations technical assistance is operating 
and the United States bilateral program is not operating: 


Estimated amount of U. N. assistance in 1954 


Africa: Morocco_....-.-...-. $17, 345 | Asia—Continued 

Asia: meee i221 LL $2, 050 
arbi sere as 627, 645 Serwalt....3.i)4 Go 23k 17, 508 
Ricca tacaeciesieniianoere dienes 449, 866 RII nictinicis mosensabeinee tans 91, 486 
ear eee es 28,575] Latin America: Jamaica______ 45, 255 
I sited aten 4,071 | Near East: 
ate 7O cnn duel. | TO, Oypetes os... RELL 12, 015 
North Borneo___--------- 60, 458 Yemen....asseebceiwiack 8, 457 


B. List of countries in which United Nations and United States technical- 
assistance programs are both operating: 


Estimated amount of U.N. assistance in 1954 


Africa: Asia—Continued 
British West Africa_____- $8, 200 WOME He oo te cece ee $986, 068 
a eels asta 543, 373 Saumowia 2 ie 725, 729 
IR pctivcnniinnie igus 261, 462 OOD os <n enie romicphieee 10, 250 
French West Africa__.__- 17, 805 aerate tent unnin neds 49, 377 
CN at illite maidens 6, 000 ee oe SL LESS AA 72, 578 
Cele Gee." SEIS Pentre. 252 Bl A 854, 470 
Ese a re! ee 215, 991 Puimoeites. 6 ul tly 260, 759 
Seabee eel 631, 751 Os. ied 663, 753 
pe Weee seme 5 1e0l 10, 847 
mE aiatis stint 24, 000 | Europe: 
I ia ite tene 7 RI oon. Sentetinaiainenesan dies 29, 989 
Tena ea.......,....---+~; 47, 687 PN oe. bas abel 19, 675 
co BE a era 41, 325 amin oo ii et als 1, 015 
RU iss cin dn -~3 505 19, 754 | OR Se 2 ee 44, 900 

Asia: | ee 5, 037 
I rer centnentib aeons -.. 119, 852 I os peeves aensienahi apse 15, 000 


China (Taiwan). _._.-. 178, 422 Yugoslevie 2. isco Sets 666, 572 





a eo 


809 





Latin America: | Latin America—Continued 
a ee ..--. $281, 286 | gl Ul Ee ... $257, 438 
Brazil : at 379, 951 | Eirias tk Rees _ 140, 186 
sritish Guiana___.._._... 16,200) TRPMGee ek | 
Chile Leu ieee 251, 0387 Oc etes tet 2, 150 
Colombia. o._2.-......... 212, 010, Venezuela____-__- snsiorecne,, Seo 
Soare Rica_._- .... 137, 410| Near East: 

Cuba__-_- s 29, 050 Afghanistan_____..-_______ 424, 760 
Dominican Republic . 61,146 Greece...._...- aaa ee fl: 
Ecuador ‘ 263, 427 iileia shot add . 784, 711 
El Salvador Siti . 179, 352 | Bidet iasersineniccien ceeds 451, 826 
Guatemala______...._._-_. 144, 775 OI once i = 
rei... «. lie eae oe Coe, on 2 eee e 216, 180 
Honduras_ és bates 90, 425 Ree a SS st 82 158 
Mexico . ; 827, 719 | Saudi Arabia- PET 
Nicaragua __ basen Bythisncnn.+~ sb dinimetn’ Sts 
PanAINGs 2 4 bhewne x.) SR, BS Oe icine inetbasintae-a §22, 467 


C. Why should we contribute to both programs? 

The United States supports both the bilateral and multilateral programs 
because both programs are vital to United States foreign policy. The United 
States bilateral program was established because the United States believed 
that it was in its interest, as well as in the common interest of all free countries, 
to promote as rapidly as possible the economic development of underdeveloped 
countries and thereby strengthen the free world. To this end such assistance 
has been furnished directly by the United States for the past several years. 
Some of the most successful programs are having real results in developing and 
strengthening friendship and good will toward the United States. 

The United Nations program was established for basically the same reason, 
though with the broader base that other developed countries in the free world 
were also keenly interested in promoting the economic development of under- 
developed countries. The underdeveloped countries themselves as members of 
the U. N. have taken a lively interest in the program and are finding it increas- 
ingly useful in helping them to solve their economic problems. Both approaches 
are appropriate in view of the magnitude of the needs for technical assistance. 
The programs are noncompetitive, and in every country arrangements are in 
effect for regular joint consultation between the United States and U. N. repre- 
sentatives to assure coordination of the respective programs at both the planning 
and operating stages. 

The use of both programs offers better hope of realizing the objectives than 
the exclusive use of either. Our support of the U. N. program —_— clear our 
motivation in our bilateral program. Since the size of the U. program is 
limited by the contributions from other governments, it is vesiaaiia that the 
bilateral program be maintained in order that the needs for technical assistance 
may be more fully met. 

Mr. Vorys. Do you mean that information is not available right 
now from either FOA or you ¢ 

Mr. Pruiurrs. We could give the information for each, but in order 
to coordinate the two it would require simply sitting down and putting 
it together. I can give the committee, very gladly, a list of the coun- 
tries in which the United Nations technical assistance is being carried 
on today, but I presume what you would like is to have a comparison 
of the two. 

Chairman Curperrietp. Mr. Secretary, who is your next witness ¢ 

Mr. Kry. Mr. Chairman, if there are no further questions on the 
technical assistance program, could we move on to the United Nations 
Children’s Fund? 

With your permission, I would like to ask Dr. Martha Eliot to 
come up ‘here. Dr. Eliot is the Chief of the Children’s Bureau of the 
Department of Health, Education, and Welfare, and she will be our 
principal witness for the U. N. Children’s Fund. 

She will be supported by Mrs. Dorothy Houghton, Deputy Director 
of FOA, and Mr. Wendell Coote of Department of State. 
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Mr. Javrrs. Mr. Chairman, are we going to hear from Mrs. Hough- 
ton, this morning, on the refugee program, too? 

Mr. Key. If you desire to; yes. 

Mr. Javrrs. 1 referred the question to the chairman. 

Chairman Cuurerrrecp. It depends on how long it takes us to get 
through. 

Mr. Key. Perhaps Dr. Eliot would like to begin by answering the 
question Mrs. Bolton asked. 


STATEMENT OF DR. MARTHA ELIOT, CHIEF, CHILDREN’S BUREAU, 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


Dr. Exsor. Mr. Chairman and Mrs. Bolton, I would like to turn 
that back to Secretary Key. He may wish to have Mr. Coote answer 
that question. 


Mr. Key. Mr. Coote 


STATEMENT OF WENDELL B, COOTE, INTERNATIONAL ADMINIS- 
TRATION OFFICER, DEPARTMENT OF STATE 


Mr. Coorr. Mr. Chairman, I am Wendell Coote, in the Office of 
International Administration, Bureau of United Nations Affairs, 
Department of State. 

As Secretary Key has said, the executive branch considered very 
carefully the percentage of the United States contribution to the 
UNICEF central account. Several factors were taken into consid- 
eration in arriving at the recommendation that the United States per- 
centage should be reduced to 60 percent of total Government con- 
tributions. 

Mrs. Botron. It having been 70? 

Mr. Coorer. It had been a maximum of 72 percent, and we contrib- 
uted actually, last year, 68 percent. 

First, congressional expression in the past has indicated a strong 
desire that the United States should reduce its percentage of the U.N. 
voluntary programs, so that this position, in a very definite sense, re- 
flects the executive branch’s interpretation of congressional sentiment. 

Second, UNICEF was originally established as an emergency 
program. Funds were desperately needed for the relief of children 
and mothers who were victims of World War II. 

Because of this urgent need, the United States, with congressional 
sanction, did contribute 72 percent of contribution to the central 
account. Conditions have changed considerably since the Children’s 
Fund was instituted. As a result of action taken by the General 
Assembly last fall, UNICEF is now operating for the first time on an 
indefinite basis, whose primary objective is to assist long-range pro- 
grams, particularly in the underdeveloped countries. 

In view of the fact that UNICEF is now a continuing program, 
the executive branch felt that this would be an appropriate time to 
reduce the United States percentage. It did not think that it would be 
in the best interest of this multilateral program for any one govern- 
ment to continue to contribute as high a share as the United States has 
been paying. 

The figure 60 percent was proposed to bring the contribution more 
in line with the percentage of our contribution to the U. N. technical- 
assistance program. 
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Third, in recent years, an increasing number of governments have 
been contributing to UNICEF. F urther, several of the countries who 
have contributed regularly since the beginning of the fund are now 
in a better position financis illy to make a higher contribution. 

In summary, the executive branch felt that the United States would 
certainly be doing its fair share by contributing 60 percent of the 
total Government contributions with the rem: ining 40 percent to be 
obtained from the fifty-odd other countries currently contributing to 
the fund. 

Mrs. Boiron. Thank you. 

Chairman CurrerrieLp. Does that answer your question ¢ 

Mrs. Bouron. Party, only. 

You say some of these countries are in a better position to make an 
increased contribution. What assurance have you that they will? 

Mr. Coorr. We have no assurance that they ‘will, Mrs. Bolton, but 
we think that after the 60-percent limitation is given officially to the 
Children’s Fund, as a United States limitation, that these other 
governments will take this into consideration, and we think that as a 
result, since they are so much in favor of this program and since they 
want to see it continue, they will come up with higher contributions 
and permit us to contribute our full amount on the 60-percent basis. 

That is purely speculative. There is a definite possibility of course, 
that they may not come up with sufficient funds in order to permit us 
to contribute the full amount during the U. N. calendar year at this 
particular percentage for a number of years. 

Mrs. Bouron. Then what happens to the program ? 

Mr. Coorr. May I ask Dr. Eliot to speak to that? 

Chairman CuiperFiecp. Just one moment. 

Did you want to ask a question on this same subject? 

Mrs. Ketuy. Yes, Mr. Chairman, if I may? 

Mrs. Bouron. I yield. 

Mrs. Keniy. I wanted to ask you if there was any overlapping in 
the UNICEF program and the United Nations World Health Organ- 
ization program ¢ 

Dr. Exror. Shall I pick that question up at this point? 

Mrs. Bourton. That will be developed in your testimony, will it not, 
Dr. Eliot? 

Dr. Exsor. Yes; it will come up just a little later. 

Chairman Currerrre.D. Proceed. 

Dr. Exior. I would like to speak to this question of the effect on 
program, because I think that is what we are all interested in, what 
would happen. I think that the shift to the 60—40 ratio, as well as the 
placing of the United States contributions on a fiscal-year basis, both 
have an effect on program, and the two are combined in this p: ticular 
situation. 

Now, for the 1954 situation, this current calendar year in which we 
are today, it is estimated that the other governments will come up 
with sufficient funds to draw down the $9 million that we are recom- 
mending for authorization. 

I say that because the 60-40 matching ratio would become applicable 
for the total period of 18 months, and not just for the 12-month 
period. 

In other words, it would appear that the other governments contri- . 
butions during this current calendar year would, in all probability, 
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amount to, say, 36 or 37 percent of the total. That ratio certainly can 
be accepted up to the end of December. This means that, for the 
remaining 6 months of the 18-month period, there would have to be 
a larger proportion of contributions by other governments (about 46 
yercent) to draw down the full amount of the United States contri- 
etic. 

However, it also appears to us that, when the governments make 
their new contributions for 1955, these contributions will, in all prob- 
ability, be sufficient to make it possible to obligate the full amount of 
the $4.5 million which we are requesting to be authorized for the last 
half of this current fiscal year. 

That takes care, we believe, of the $13.5 million that is under re- 
quest at the present time. We believe that this probably will come 
about, but we cannot be sure at this time that contributions in 1955 
will be sufficient to draw down the $4.5 million at the higher per- 
centage—which is obviously necessary if the total for the 18-month 
period is to balance out at the 60-40 ratio. 

The situation for the calendar year 1955, and for the fiscal year 
1956, if the United States continues to contribute in the same ratio 
for the fiscal year 1956, does appear to be more difficult. A consider- 
able amount of the contributions by other governments for calendar 
year 1955 will be consumed in the first 6 months of the calendar year 
to match the $13.5 million. 

It is our anticipation that the other governments will contribute 
more during 1955 and the first half of calendar year 1956, and there- 
fore make possible the matching of the next authorization and appro- 
priation that we may put up on the 60—40 ratio. 

It may well be that as of the end of calendar year 1955, the total 
amount necessary to draw down—say one-half of the United States 
contribution for that next period—will not be available. This would 
mean that approximately—the best guess we could make at this time 
would be that approximately $3 million to $4 million worth of projects 
at the end of calendar 1955 might have to be carried over to the March 
1956 Executive Board meeting. By that time we presume that the 
other governments will have contributed or pledged enough money 
to match the full amount for that year, 1956, plus the carryover from 
calendar year 1955. 

In other words, what I am saying is that from this time on, it would 
appear that the largest part of the United States contribution made 
available on a fiscal-year basis will be drawn down, in all probability, 
after the middle of the United States fiscal year, sometime during the 
first half of the next calendar year. 

In the early stages of this program, there may be a delay in the 
approval of projects. That, I think, we must look forward to. But 
the delay during this year 1954 and the first half of the next calendar 
vear 1955 does not, at this time, seem to us to be significant. There 
may be more delay in the following year. 

I think, however, it should be pointed out that sooner or later, we 
believe, if the other governments come through with more contribu- 
tions, these projects can be picked up. But there will be a delay. Ob- 
viously the United Nations Children’s Fund Administration will have 
to use their judgment in recommending which projects should be given 
priority, which ones must come first. There will be some that will 
be pushed off. 
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Mrs. Borron. You feel that would be a very great detriment to the 
future? I think you and I are in complete agreement that children 
are all we have as far as the future of the world is concerned, and that 
it is very important that the United States recognize that fact officially. 

Dr. Exror. Mrs. Bolton, I always believe you can’t feed a child to- 
morrow and expect him to grow today. I think that answers the ques- 
tion as well as anything else I could say. 

Mrs. Bouron. Yes. Of course, we have worked in this committee, 
as you know, insisting upon the recognition of responsibility on the 
part of the other countries. We are an impatient people. 

Do you feel we could take a chance on this? You do know that it is 
going to be exceedingly difficult for us to secure the funds in this whole 
program from the Congress. 

Dr. Exzor. I do know, Mrs. Bolton, as I am sure you are aware, of 
the tremendous needs of children in the various parts of the world. I 
am fully aware not only of the nutritional needs, but of the needs for 
the major health programs that the Children’s Fund is assisting in so 
many different countries, and so very effectively. 

Of course, I am speaking, now, as a technician, an expert, and not as 
an administrator, let ussay. I think that the amounts of money we are 
requesting are certainly modest sums to help children throughout the 
world. When we help these children recover their health, we are not 
just helping a child to recover his health for the time being. We are, 
in many, many situations, helping a child to grow into an effective 
worker in his country. This is important. 

As I have already pointed out, you postpone these things and it 
means that a few more children are sick over a longer period of time, 
and possibly that a few more children—in many countries it may be 
many more children—may die as a result of postponing some of these 
activities. 

For instance, take the development of the extension of a program for 
controlling yaws, which is such a terrible disease affecting children, 
and which is a disease that can be controlled, can be cured, with one 
shot of penicillin. 

It seems a pity, of course, not to start these projects just as soon as 
it is possible to start them. 

In my capacity as the representative of this Government on the 
executive board of the Children’s Fund, I have been given advance 
information with regard to the project that will be coming up begin- 
ning July 1 of this year, and extending through to July 1 of next year. 
Those projects, many of which are still in a tentative form, amount 
to about $21 million. Even with the full amount of money available 
during this current year, we will probably not be able to meet all of 
those Tequests. Some will have to be sifted out and put off anyway, 
because at best the money is short. I would not want to have to put off 
any more than is necessary. 

Mrs. Bouron. We could anticipate having to put off some, anyway. 

Dr. Ex1or. Some of these projects, I feel sure, we will not be able 
to meet, because the total budget on en annual basis, including our 
contribution, will be somewhere in the neighborhood of $15 million, 
plus some additional contributions that might come from private 
sources, or from other sources. 

Mrs. Bouron. Now, I wonder if you could go into Mrs. Kelly’s 
question at this point. Would you make it again, Mrs. Kelly? 

45700—54 52 
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Mrs. Ketiy. My question is, Mrs. Bolton, I would like to have Dr. 
Eliot discuss the overlapping, if there is any, of this program with 
the World Health Organization. 

Dr. Exsor. That, I think, is a very good question, and I think I can 
give you some information that may reassure you. 

In 1948, soon after the World Health Organization became a per- 
manent, specialized agency, it became apparent that it would be desir- 
uble to have a joint committee of the two executive boards of the 
World Health Organization and the United Nations Children’s Fund 
that would review carefully, every year, or more frequently than 
every year if necessary, the policies that the two organizations would 
adopt in deciding which of the child-health programs in which WHO 
is interested or in which UNICEF is interested, should be given prior- 
ity in the joint planning of the two organizations, or which of them 
should be supported during any given period of time. 

This joint committee has met, I think, every year since 1948. The 
Executive Board of UNICEF elected me to be one of the members of 
this joint committee representing UNICEF. I have recently been 
in Geneva, at the end of April and the beginning of May, for the most 
recent meeting of this committee, at which we reviewed very care- 
fully the programs for the control of tuberculosis, malaria, and yaws 
in which the two agencies collaborate; developing program of tra- 
choma control toward the support of which the two organizations 
together have had pilot projects in Morocco, and Taiwan—Formosa ; 
also, a review, briefly, of the pilot project on leprosy that is being 
started in Nigeria. 

The programs of child nutrition were also reviewed carefully at 
this joint meeting. For that discussion, a representative of the Food 
and Agriculture Organization was present and collaborated with the 
representatives of the other two agencies. 

Now, the purpose for all of this is to have an effective, joint pro- 
gram, rather than an overlapping program, or a competitive program 
of any sort. 

The coordination between the two organizations—the World Health, 
and the United Nations Children’s Fund, starts in the country that is 
making the preliminary request. There, the representatives of the 
two organizations meet with the government officials who are planning 
2 program, either a new program in the health field, er an expanded 
program. 

They, together, consider whether this joint health policy commit- 
tee that I have spoken of has agreed that this type of project should 
be encouraged, and further, whether the United Nations Children’s 
Fund under its policies, will be able to give assistance. 

Then the two organizations, together, work with the country in 
developing its proposed plan of operations. The proposal comes up 
through the regional office of the World Health Organization, first, if 
it is a health program, to determine whether or not it is a technically 
sound program from the health point of view. Then it will be sent— 
and perhaps at the same time—to the regional office, of the United 
Nations Children’s Fund. 

At this point, then, the collaboration at these higher levels must 
take place in order that the project may be recommended for approval. 
Ultimately, the regional committee of governments of the World 
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Health Organization will approve the project, and in addition the 
joint Executive Board of UNICEF will approve it and allocate the 
funds for UNICEF’s part of the program. 

Mrs. Ketuy. I want to find out if the World Health Organization 
helps the family as a unit. Does UNICEF help the individual child 
and take it way from the family ? 

Dr. Extor. No. 

Mrs. Ketuy. Since they are working together, would you recom- 
mend the incorporation of UNICEF in the World Health project 
Would that be economically sound, not detrimental to either program, 
and could we save money ¢ 

Dr. Exitor. May I take that last question first? 

Mrs. Keiuy. As you see fit. 

Dr. Exsor. I would personally not recommend the incorporation 
of UNICEF in the World Health Organization, because I believe, 
first, it is important to have a focal point in the total United Nations 
system paying attention to children. And that is what the Uniied 
Nations Children’s Fund actually is. 

In the second place, the Children’s Fund collaborates not only with 
the World Health Organization, but also with the Food and Agricul- 
ture Organization, on certain projects which are not primarily in 
the health field. These may be the equipping of a milk pasteurization 
plant in a country where the pasteurization of milk is one of the 
greatest needs to safeguard childlife; or the equipping of a milk- 
drying plant; or a vegetable milk plant such as the one that is being 
developed now in Indonesia for the production of soya bean milk. 

This is the type of work the Children’s Fund does with the Food 
and Agriculture Organization. The World Health Organization is 
brought in as a sideline consultant where it is necessary to get a health 
opinion, just as the Food and Agriculture Organization may be 
brought in to get an opinion about nutrition in some health program. 

But to incorporate the Children’s Fund—which [ think I should 
make clear is primarily an organization to provide equipment and 
supplies for these projects whereas the World Health Organization 
provides the technical personnel and advice for these projects—to 
incorporate the Children’s Fund into the World Health Organization 
would mean that its function would be limited, in my way of think- 
ing. In many cases, the Children’s ae also collaborates with the 
Department of Social Activities of the U. N., itself, on the social -wel- 
fare aspects of childlife in these countries. 

As an example, the Social Activities Department of the United Na- 
tions was much concerned about handicapped children. They called 
together representatives of the World Health Organization, the Chil- 
dren’s Fund, UNESCO, and others, to see what could be done on a 
joint basis to help handicapped children. 

The United Nations Children’s Fund has assisted with supplies 
and equipment in certain projects that have gone forward in that 
field. 

Mrs. Ketiy. Thank you, Dr. Eliot. 

Mr. Merrow (presiding). Dr. Eliot, do you have views further 
than those you have given in response to these questions, that you 
wish to state at this time? 
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Dr. Exsor. Yes. I would like to say, in the first place, that I am 
very pleased to have been given this opportunity to appear before the 
committee. 

I have a statement that I have prepared for the committee which is 
as follows: 

UNICEF is a focal point for direct action to children by various 
agencies within the United Nations system, and through this agency 
all countries have an opportunity to cooperate with others in providing 
effective assistance to the underprivileged mothers and children of 
the world. The executive branch strongly believes that it is in the 
interest of the United States to continue its financial support of this 
worthwhile United Nations activity. 

Pending before this committee is a request for authorization of 
$13.5 million as the United States contribution to UNICEF out of 
fiscal year 1955 funds. This request may be broken down into two 
parts: 

(1) $9 million for the full United States contribution to the cal- 
endar year 1954 program of UNICEF; and 

(2) $4.5 million for one-half of the estimated United States con- 
tribution to the calendar year 1955 program. This amount puts the 
United States authorization for UNICEF on a United States fiscal 
year basis. 

The $9 million requested for contribution to the calendar year 1954 
UNICEF program represents a reduction from the United States 
contribution of $9,814,333 in calendar year 1953. 

The United States has been the mainstay of the Children’s Fund 
since the beginning. Not only has this Government contributed a 
total of $97,231,000 to the fund from 1947 through 1953, but it has 
continuously sought contributions from other governments. In 1953, 
a total of 53 governments pledged or contributed to UNICEF, as com- 
pared to 39 in 1952 and 34 in 1951. In all, 72 governments have made 
a contribution or pledge to the central account of UNICEF since its 
inception. Other governments are gradually bearing a higher per- 
centage of the fund’s finances. It is our aim that they pay an even 
larger share in the future. 

The Children’s Fund is today bringing practical benefits of real 
significance to the children of the underdeveloped countries of the 
world who are suffering from, or under constant. exposure to, disease 
and malnutrition. These henefits are not taking the form of handouts 
of material goods and services to the individual child, except milk and 
other nutritious foods in connection with maternal and child health 
centers and school lunches. 

Rather, they take the form of intelligent and well-considered as- 
sistance to governments of the underdeveloped countries to enable 
these governments to build into their own activities programs of 
maternal and child health assistance which would not be possible in 
the absence of external help. 

An increasingly important part of the Children’s Fund program 
consists of the provision of supplies and equipment to help govern- 
ments establish maternal and child health centers in these localities 
where they are most sorely needed. Approximately 5,300 of these 
centers have been assisted to date. These centers are on a very modest 
basis. In comparison with the type of public-health center which is 
found in this country, they are not only modest, but primitive. 





However, in comparison with what has existed before in these coun- 
tries, they represent a tremendous promise of hope for success in the 
continuing struggle against infant mortality and disease. They will 
provide a basis for developing health and other community services 
in rural communities where health services have been unknown. 

From the standpoint of the country receiving assistance, these cen- 
ters do not come free, for the recipient country must provide the lo- 
cally available buildings and equipment and the local workers who 
are necessary to make the centers going institutions. 

The value of the Children’s Fund is well recognized within the 
membership of the United Nations, and it has also received support 
from a number of countries who are not members of the United Na- 
tions. The Soviet States have not supported UNICEF since the 
early days, when the fund was directing its attention to the children 
of Europe in the aftermath of the World War, a period in which they, 
themselves, were receiving assistance. Russia itself has never made 
a contribution to the Sena, 

As a demonstration of the widespread support of UNICEF's activ- 
ities, the United Nations General Assembly voted unanimously this 
past fall to continue the fund for an indefinite period beyond the end 
of calendar year 1953. 

In recognition of the fund’s current emphasis on the establishment 
of basic child care programs in the underdeveloped countries, the 
General Assembly changed the name of the agency from the “United 
Nations International Children’s Emergency Fund” to the “United 
Nations Children’s Fund.” The initials “UNICEF” were retained, 
however, since to millions of persons in all areas of the world they 
have become symbols of tangible and effective United Nations aid. 

The contributions which governments make to the central account 
of UNICEF are allocated to assist countries requiring aid in the de- 
velopment of their own maternal and child health and welfare pro- 
grams. This assistance is now going primarily to the underdeveloped 
countries of Asia, the Near and Middle East, Africa, and Latin 
America. 

Only 4.6 percent of UNICEF aid went to Europe in 1953. This is 
in marked contrast to the first 3 years of the fund’s operations when 
- percent of the allocations were for the relief of war victims in 

Surope. 

In oiler to qualify for an allocation of funds from the central ac- 
count, the country requesting the assistance must agree to give sub- 
stantial support to the project in the form of materials, supplies, equip- 
ment, and services locally available. The value of these local contri- 
butions is considerably greater than the value of contributions to the 
central account. 

In 1953, for example, governments receiving aid contributed $25,- 
061,000 in local contributions, while total government contributions to 
the central account were $14,421,369. 

UNICEF is currently assisting over 200 programs in 78 countries 
and territories. This assistance will reach over 60 million children. 
UNICEF aid is concentrated on the following types of programs, 
which are of utmost importance in correcting basic inadequacies exist- 
ing in child-care services : 





818 


(1) Assistance to maternal and child-welfare services, and the 
training of auxiliary personnel to staff these services, by the provision 
of equipment and supplies for rural health centers, clinics, laboratories, 
children’s hospitals and institutions, and training schools and centers. 

(2) Campaigns against diseases affecting large numbers of children, 
snch as tuberculosis, malaria, yaws, prenatal syphilis, and other com- 
municable diseases, through the provision of insecticides, penicillin, 
vaccines, sprayers, and equipment for the local production of insecti- 
cides and antibiotics. 

(3) Long-range supplementary child feeding directed toward com- 
bating nutritional deficiencies by providing dried skim milk, fats, 
fish-liver oil, et cetera. 

(4) Assistance in milk-conservation programs through the furnish- 
ing of equipment for milk-drying and milk-pasteurization plants to 
assure greater use of locally available milk for children. 

In addition, UNICEF still uses a limited amount of its resources 
each year for emergency relief assistance in the event of earthquakes, 
floods, droughts, famines, and other catastrophes, where the welfare 
of the child population is seriously affected by these disasters, through 
the provision of food, clothing, blankets, and medical supplies. 

UNICEF's primary aim is to help countries achieve permanent 
solutions to problems of maternal and child welfare that have afflicted 
generations of their children. A solid base is being laid at national. 
provincial, and local government levels through the UNICEF-assisted 
projects which will eventually enable the governments to carry out the 
programs themselves without outside financial help. 

Much has been accomplished in the past. Much more remains to 
be accomplished in the future. Many of the needs still existing can 
be alleviated through the continuation of international assistance fur- 
nished by UNICEF and the continued close collaboration and exten- 
sive local support of the countries receiving such assistance. 

I earnestly urge that the Congress support this requested $13.5 mil- 
lion for contribution to UNICEF. ‘The lives of literally millions of 
children will be affected by the programs for which these funds will 
be used. 

I would like to include in the record at this point certain tables on 
the status of the Children’s Fund and how it has developed. I think 
in the past, the committee has printed some of these tables. 

I also have two charts which I would like to show you and ineor- 
porate. 

Mr. Merrow. Without objection, it is so ordered. 

Dr. Exror. The first table I would like to put in is one showing the 
United States contributions and contributions of other governments, 
according to the year of receipt. That is an overall table showing that 
the United States, up to now, has put in about 69 percent of the total 
contribution to the central account. This also shows the local con- 
tributions by receiving governments to the projects that are developed 
in their own countries. 

I would like to point out that in the year 1953, on these programs, 
$39,482,000 was spent by all of the governments concerned. Of this, 
$14,421,000 was contributed to the central account of the fund ; $25,- 
061,000 was contributed by the countries for their local projects. 
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Therefore, the $9.8 million that the United States contributed was 
but 24.9 percent of the total amounts contributed by all countries to 
all parts of the program. It was, however, a large proportion of the 
central account—68 percent—and it is this proportion of the central 
account about which Mrs. Bolton was asking me earlier. 

The second table shows the contributions to the central account 
in United States dollar equivalents which each country has made each 
year. 

The third table shows, with respect to calendar year 1953, contribu- 
tions to the central account, local contributions and allocations from 
the central account to governments. This table, I believe, will be of 
use to the committee in considering the relation of these allocations to 
the contributions to the central account by receiving countries. 

There are also tables which give a summary of allocations by geo- 
graphic area, one by type of assistance given, and lastly the allocations 
made at the latest Board meeting in March 1954. 

(The tables referred to are as follows:) 
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Contributions to central account, local contributions and allocations from the 
central account—Calendar year 1953 


Contribu- | por. Local con- | Total central| Alloca- 

INICR P-aide. tions to tributions | account and | tions from 
UNICEF-aided countries central = by assisted local con- central 
account ag governments| tributions | account 

| 


— |———_——___— —— | ——_— —— an 


Africa: | } 
Bechuanaland a ainsi ale $21, 000 | $21, 000 $35, 000 
Belgian Congo and Ruanda-Urundi..-- vetennteebee 5, 000 5, 000 8, 000 
Kenya, Tanganyikaand Uganda. ____ 136, 000 136, 000 25, 000 

‘ odaneteidhinecdie 2, 000 2, 000 | 10, 000 

191, 000 191, 000 | 150, 000 

sin ‘nee cian 505, 000 505, 000 | 318, 000 

SRachieny ititeabiteare bine iemneiedite’ 4 oe howell 44, 000 44, 000 36, 000 


904, 000 | 904, 000 582, 000 


Asia: 
Bimeateen ' 487, 000 495, 000 





iti leit Saaha abe a 1, 193, 000 1, 249, 000 
Se ncts dtsateneecdunicm sacchaensady . “ 19, 000 20, 000 
Ceylon : 7, 497 é 473, 000 480, 497 
China (Taiwam).........__- pagindiaieamnn 231, 000 231, 000 
Hong Kong ra 3, 000 3, 000 
asotaee 4, 898, 000 5, 213, 000 

3, 076, 000 3, 176, 000 
515, 000 715, 000 
603, 000 604, 000 
687, 000 711, 500 
1, 000 1,000 |___. 

° 1, 252, 000 1, 312, 450 
re 2 ban eae ae 345, 000 395, 000 | 251, 000 
i titan panies nd omen ne ails an cas pail 26, 000 26, 000 | &, 000 
Singapore suaaeoen : ‘ 1, 000 | 1, 000 | 22, 000 
Thailand 39, 6 12 131, 000 870, 685 | 142, 800 
Viet-Nam____. bi innie sanaus . O (*) 4, 445, 37, 000 
Regional BCG Team........._.. : = a snip atten (1) 30, 000 








15, 508,577 | 6, 388, 850 





| 1,567,577 13, 941, 000 


| 
| 

Eastern Mediterranean: | | 
Egypt RO ae oe ae See choca 826, 000 | 826, 000 186, 000 
NS =. ccatmsuesiteas oo ‘: ae 31, 000 | 31, 000 | 25, 000 
weamiaae i nen 152, 000 152, 000 151, 000 
NS EE aaa aa 184, 000 | 240, 000 242, 000 
ee wicsiel 3 175, 000 225, 200 50, 000 
teh cincnwu nae aaa ae ; (@) 141, 000 
Libya........ sii. idtcmehoan Said i) } 51, 000 
Sudan_. , paid de : .| 18, 000 18, 000 18, 000 
Syria hE oe | | 69, 000 69, 000 72, 000 
ek es 7, 857 | li , 190, 000 | 1, 207, 857 | 133, 000 
Palestine refugees nas , | (‘) on | 200, 000 
Regional statistician... .______- ai ; 0) . 000 








2, 645, 000 9, OF , 279, 000 


Europe: | | | 
Sih atl Tiss wtnnadenepmndasaceeden , BE .16 197, 000 59, 000 
Germany i ee eae 7,6 . 3 1, 000 | 48, 619 | 900 
Greece __. ar eee } | 3 200, 000 | 226, 000 | 5, 000 
Italy - - -. pereedeaeckncue 31, | .22 | 2, 000 33, 200 |... 
Yugoslavia i aa duinidie : 170, 386 | ; 2, 000, 000 2, 170, 386 224, 000 


Fane aaa 
2, 400, 000 | 


2, 698, 759 | 9, 900 


Latin America: | 
Bolivia ; Kees wxatis 29, 000 29, 000 23, 000 
nee. x5 , 2, 402, 000 2, 563, 725 | 842, 000 
British Guiana 10, 000 | 10, 000 18, 500 
British Honduras aad + 9, 000 | 9, 000 | 4, 000 
Chile . 6 347, 000 | 439, 213 75, 500 

; i 334, 000 359, 606 95, 000 

Costa Rica y < 435, 000 445, 001 159, 000 

Dominican Republic ee ; of 123, 000 | 173, 000 85, 000 

Ecuador i i 61, 000 | 67, 313 25, 000 

E] Salvador Sti Sa 420, 000 | 420, 000 | 140, 000 

Grenada ; Ss 9, 000 9, 000 5, 600 

Beceem aa 342, 000 | 342, 000 76, 700 
66, 000 86, 000 43, 000 
220, 000 | 220, 000 | 200, 000 
19, 000 | 19, 000 | 11, 500 
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Contributions to central aecount, local contributions and allocations from the 
central account—Calendar year 1953—Continued 


} j 
Local con- | Total central Alloca- 
tributions | account and | tions from 
by assisted | localcon- | central 


governments | tributions | account 
| 


Contribu- 
tions to 
central 
account 


Per- 
cent- 
age 


UNICEF-aided countries 


Latin America—Continued | 
Paraguay $50, 000 $50, 000 | $38, 000 
Peru $97, 222 290, 000 387, 222 | 90, 000 


St. Kitts 5,000 5,000 | 5, 500 


463, 080 5, 171, 000 5,634,080 | 1, 937, 300 


Nonrecipient governments 
Australia 224, 000 5S 224, 000 | 
Canada 507, 614 3. 5s } 507, 614 | 
Denmark 57, 920 : ; 57, 920 | 
France 500, 000 3 | 500, 000 
Haiti 10, 000 ; 10, 000 
Iceland 3, 094 ; 3, 094 
Liechtenstein 468 468 | 
Luxembourg 3, 000 2 3, 000 
Monaco 1, 143 , 143 
Netherlands 39, 474 ' 39, 474 |_. 
New Zealand 140, 000 .§ , 000 | 
Norway 28, 000 ‘ 28, 000 | 
Sweden 193, 050 : } 93, 050 
Switzerland 163, 800 33, 800 | 
United Kingdom | 280, 000 | 280, 000 
United States __ 9, 814, 333 j 
Vatican _- 2, 000 

| 11, 967, 896 


Grand @e¢el_........3... 14, 421, 369 | 100.00 25, 061, 000 


1 Not available. 


Summary of allocations by geographic area through December 1953 


{In U. 8. dollar equivalents, in units of $1,000] 


os = 
1947-50 | 1951 1952 1953 | 
lm 

plantmat ergy geben 


Per- | | _| amount 
cent Amount cent | Amount 


Per- Per- 


A ) | 
mount | font Amount 


Area assistance 
Africa * : $379 ~ $970 7.8 .« 
Asia... : eats 11, 735 39.8 4,185) 33.5 59. 26, 777 
Eastern Mediterranean. __. 11, 470 i 25. 2 4,444, 35.6 : 20, 022 
Europe $ aa ae 86, 156 \ 19.9 916 7.3 .6 89, 797 
Latin America . « 3, 409 é 15.1 1,971; 15.8 , 9, 017 


Subtotal... .| 113, 149 100.0} 12,486] 100.0 | 100.0| 147, 544 
Programs benefiting more | | 

than | area 1, 6: a s iad ere Sells onses 2, 623 
Unprogramed balance 
Total, area assistance 114, 56 12, 856 


Other: 
Freight i , 3, LE nnuek 852 
Insurance reserve _. 
Administration and oper- 
ational services i a Q 2, 183 


Total, other _ 22, 5, 061 os 3, 035). .....] , BY 35, 023 


Grand total..............) 136,812|......|  16,623|......| 15,991|......| 15,864] | * 187, 200 





1 Includes unprogramed balances of $2,100. 





Summary of allocations by type of assistance through December 1958 


[In United States dollar equivalents, in units of $1,000] 


1947-50 1951 | 1952 


iene eed ; ‘ Total 
Per- amount 


stew Per- | amount | Pe | an 


Alr 
Amount cent cent 


Amount | 


Program by activity: 

Maternal and child wel- 
fare services and training { $1,287} 11.1 $2, 882 

Mass health__ d 4, : 
Nutrition: | 
(a) Long-range feeding | | 
ssistance ° ) 5t4 4 
») Milk conservation 3, 3. | , 360} 10 


29 
229; 36.6 3,604) 28 


| 
(t 
Subtotal, long- 


range aid 
Emergency aid 6 


Unprogramed balance 


Total, project aid 


Other 
Freight 13, 6 
Insurance reserve 
Administrative and opera- 

} 
| 
} 


tional services 8, 214 


Total, other 22, 035 


Grand total... — 136, 812 


! Includes unprogramed balances of $2,100. 


{llocations from the central account in March 1954—By area and program 


Amount Percentage 


Programs by area: 
Afriea 000 
Asia 323, 700 
Eastern Mediterranean 300 
Europe 322, 000 
Latin America ‘ 500 
Programs benefiting more than 1 area... 5, 000 
Emergencies (Asia) -. 000 15.6 
Total, programs by area 3, 597, 500 100.0 
Programs by activity 
Maternal and child welfare services and training -_. 300 
Mass health 700 
Nutrition: 
(a) Long-range feeding assistance. 500 ; 
(6) Milk conservation 000 24.9 
Emergencies... . 000 15. € 


Total, programs by activity 3, 597, 500 100.0 
Freight _. pa 5, 000 


Total, programs approved __. i ' ‘ ; 1 4, 212, 500 


1 Of this amount, $73,000 was programed from previously allocated but unprogramed funds. Allocations 
of previously unallocated resources amounted to $4,139,500. 


Dr. Extor. We have brought along two charts which we have done 
in color. This one shows how the UN Children’s Fund assistance 
has shifted in the geographic areas, from the beginning in 1947 to 
1953. 

(The chart referred to entitled “United Nations Children’s Fund, 
How UNICEF Assistance Has Shifted Among Areas,” is as fol- 
lows :) 
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Dr. Exior. During the first. period, 1947-50, as you know, Europe 
received a large proportion, about three-quarters of the allocations, 
and the other areas of the world, smaller proportions. Africa re- 
ceived almost none. ‘This is shown in the left pie diagram. 

As you will see in the center pie diagram, in 1951-52 there was a 
marked shift because of a decision of the General Assembly of 
U. N. to make the Children’s Fund a long-range activity. 

In 1953, the proportions again have shifted, as you can see. This 
cross-hatched lower left-hand side re presents the increase in UNICEF 
assistance to Asia. 

Dr. Exzor. The green is the UNICEF allocation to the eastern 
Mediterranean. The dotted portion is the allocation to Latin Amer- 
ica, and the black is the allocation to Africa. In other words, the 
Children’s Fund has begun to increase allocations to Africa. The 
allocation to Latin America is also increasing, but there are shifts 
between regions from period to period. 

(A chart was shown entitled “Shift In UNICEF Aid From Emer- 
gency to Long-Range Programs,” as follows :) 
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Dr. Exior. This second chart shows that the Children’s Fund has 
diminished its emergency assistance and increased the long-range 
assistance types of program since 1950. 

The 1953 experience was that only 20 percent went. into emergency 
activities, and the rest, 80 percent, into maternal and child-welfare 
work in the countries, mass health programs, and nutrition, which also 
includes the equipment of the milk-drying and pasteurization plants. 

Mrs. Bouron. The mass health would be penicillin for yaws. 

Dr. Extor. Yes; and the control of the other major diseases as well, 
such as leprosy, tuberculosis, malaria, trachoma, and so on. 

Last year you put these charts in the record, and I would be glad 
to have them in again. 

Chairman Cuirerrietp. Without objection, they will be included 
in the record again. 

Dr. Error. | have received from the UNICEF administration the 
latest information with regard to the numbers of children who have 
received help in 1953 and the estimated number who will receive help 
in 1954, with some additional data here which I believe will be of 
interest to the committee. With your permission, I would like to have 
that material included in the record. 

Chairman CurrerrreLtp. Without objection, it will be included. 

(The document referred to is as follows :) 


SoME CurrENt UNICEF Figures ror Pusiic INroRMATION 


Nore.—UNICEF offices are urged to use the following official data provided 
by headquarters in order to standardize information released about UNICEF. 
These data are revised twice annually following executive board sessions. 
Current aid 

UNICEF is currently assisting 213 programs in 78 countries and territories. 
Over half of these programs (114) are in the field of mass health, the largest 
numbers being for malaria control (34) and BCG antituberculosis vaccination 
(29). One-fifth of the programs (45) are in general maternal and child welfare. 
UNICEF is aiding 46 nutrition programs, of which 27 are for long-range feeding 
and 19 for milk and other food processing. It is currently aiding 8 emergency 
programs. 
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Fecding programs 

Thus far, some 12 million children and mothers have received UNICEF milk 
and other foods for various periods. 
Long-range feeding 

In 1953, 505,000 were benefiting from long-range nutrition programs in 19 
countries. For 1954, long-range programs will be active in 27 countries and it is 
estimated that over 1 million will benefit. 
Emergency feeding 


At the end of 1953, 1,273,000 mothers and children were receiving emergency 
rations in disaster situations in 6 countries and among Palestine refugees. For 
1954, it is estimated that some 3,733,000 will benefit in 7 countries as well as 
among Palestine refugees. 

Other beneficiaries 


Not included above are the mothers and children who received benefits through 
milk conservation programs and through maternal and child welfare centers. 
UNICEF aid has now been approved for approximately 5,500 MCW centers in 
providing health services, milk, and fish-liver-oil capsules. 

Countries supporting UNICEF 

In 1951, 35 governments contributed $9,851,000. In 1952, 39 governments con- 
tributed $10,807,000. In 1958, 55 governments, including the Vatican State, 
contributed $14,266,000. 

Dr. Extor. There are 213 programs in 78 countries being assisted by 
the Children’s Fund at this time. 

In 1953, there were 9 million children vaccinated for protection from 
tuberculosis. In 1954, it is estimated there will be 14 million vacci- 
nated. Programs will be started in three new countries in 1954. 

With regard to the yaws program, in 1953, there were 1,109,000 chil- 
dren treated with penicillin. In 1954, it is estimated thi at there will 
be 1,763,000 children who now have yaws treated with penicillin. 
This latter is in 12 countries, as compared to 10 countries in 1953. In 
1953, 9 million children and mothers were in areas protected from 
malaria. This program was going forward in 30 countries. In 1954, 
it is estimated that 8.5 million more mothers and children will be 
protected in 30 countries. 

There are some 12 million children who have received milk under 
this fund. 

In 1953, there were 505,000 children who were benefiting from long- 
range nutrition programs, like school-lunch programs. In 1954, these 
long-1 ‘ange programs will be active in 27 countries and it is estimated 
that over 1 million children will benefit. 

Perhaps that is sufficient for the record, for the moment. 

Mrs. Bouron. Mr. Chairman, I would like to ask permission to have 
three questions answered by letter, or in some manner to include in 
the record. I think we have had nothing given us about the criteria 
that are used by the United Nations to determine the effectiveness of 
iny of the programs—not all child health, but any programs. And 
how many projects started by the UNTAA have been taken over and 
continued by the recipient governments? Are we doing the teaching 
that makes the governments feel it is important enough to take it over 
themselves? And how do the specialized agencies, WHO and FOA, 
work out their financial arrangements with the United Nations Tech- 
nical Assistance Boards? The mechanics of those arrangements I 
think will be very helpful for us to have in a record of these hearings. 

Chairman CurrerrteLp. Will you supply that? 

Mr. Kry. We will supply that information. 
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(The information requested is as follows :) 


CRITERIA USED IN DETERMINING DESIRABILITY AND EFFECTIVENESS OF TECHNICAL 
ASSISTANCE PROJECTS 


The following criteria are used in determining whether funds should be used 
for United Nations technical assistance projects : 

1. The project must be requested by a government. 

2. It must contribute directly to the economic development of an underde- 
veloped country; and, insofar as possible, the assistance given should make a 
fairly immediate impact upon a significant area of the country’s economy. 

3. The requesting country should be prepared to contribute substantially to 
the local costs of the project and should be prepared to furnish adequate local 
support in the form of personnel who will cooperate with the experts and will 
be trained to carry on after the experts leave. 

4. The project should be designed to serve as a demonstration to the requesting 
government of what can be accomplished if appropriate techniques are applied 
elsewhere in the country. 

5. The assistance requested must be technical assistance rather than economic 
assistance, i. e., this is not a grant-aid, loan, or supply program; although small 
amounts of supplies may be permitted as an adjunct to a technical-assistance 
project. 

Twenty-one projects which have been completed under the U. N. expanded 
program of technical assistance have been reported as being taken over by the 
requesting governments. Descriptions of these projects follow: 


1. AFGHANISTAN—SUGAR-BEET PRODUCTION 


The fall in the sugar content of beet produced by the Sugar Co. during the 
last 10 years led to a request for assistance in improving the quality of beet. 
A Food and Agriculture Organization expert taught farmers improved cultiva- 
tion methods and arranged for a group of eight field supervisors to be employed 
by the sugar factory to advise methods to increase the beet supply and enable 
the factory to work at full capacity. An important aspect of his work was the 
demonstration of the use of pulp and molasses byproducts for animal feeding 
which were not previously used. On the expert’s advice the proprietors of the 
sugar factory have erected two pulp silos with a capacity of 50 tons each, and 
there is good demand for pulp for winter feed among local farmers. No 
further assistance has been requested from the Food and Agriculture Organization. 


2. AFGHANISTAN—TELECOM MUNICATIONS 


A United Nations expert spént a year in Kabul in 1951-52 to assist in planning 
a local modern telephone exchange for the city. The Government has followed 
up these plans and has let a contract for the installation of a new central exchange 
system. 


8. EL SALVADOR—SUGAR PRODUCTION 


In 1951-52 a sugar-production expert and an economist analyzed the sugar 
industry in Bl Salvador, both from the technological point of view and with 
reference to production costs, marketing arrangements, and potential home and 
foreign demand. The Government undertook this project as a step toward 
diversification of the economy, which is mainly dependent on exports of coffee, 
and to increase production to meet domestic and foreign demand, particularly 
the Honduran market. New sugar plants and refineries are being set up embody- 
ing many of the experts’ recommendations and no further assistance is being 
requested from the United Nations. 


4. EL SALVADOR—-TEXTILES 


In 1951 the United Nations sent a textile expert as a member of a comprehen- 
sive technical-assistance mission surveying the various aspects of economic and 
social development of El Salvador. This expert prepared a survey of: textile 
industries and made recommendations to improve the production of cotton goods 
in the country, both for mill manufacture and hand weaving. On the suggestion 
of the Government, the Association of Cotton Textile Producers in El Salvador 
requested that the expert undertake at its expense detailed surveys of eight mills 
and make recommendations with regard to new plant outlay and machinery to 
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increase the productivity of these mills. This second phase, which was under- 
taken at the expense of the industry, resulted in several of the mills being 
reorganized on a modern basis with new machinery. 


5. HAITI-—FUNDAMENTAL EDUCATION TRAINING CENTER 


From 1951 to 1953, UNESCO assisted the Government in developing the 
Marbial fundamental education training center. Counterpart personnel were 
trained by the UNESCO experts in fundamental education and in the production 
of visual aids. In 1953 the project was turned over to the Haitian Government 
and is now operated by the Haitian counterparts and by fellows returned from 
the UNESCO regional fundamental education center for Latin America 
(CREFAL) located in Mexico. 


6. HAITI—SUGARCANE PRODUCTION 


A Food and Agriculture Organization expert completed an assignment in 
1951 during which he advised on the cultivation and production of sugar, of 
which the annual production in Haiti is approximately 66,000 tons. The expert 
recommended the use of fertilizers, which were previously not used, and the 
introduction of improved varieties of cane from Barbados. Two sugar factories 
are now in operation supplied with cane grown by independent farmers. 


7. INDIA—BENEGAL VETERINARY COLLEGE 


The Government has undertaken a large-scale program for the protection of 
livestock against disease. This is of importance not only for direct food pro- 
duction, since losses among draught animals, upon whom the small cultivator 
depends, result in corresponding loss of farm products. An expert was supplied 
in 1952-53 to assist in the reorganization of the Benegal Veterinary College 
to improve the training provided so as to produce properly qualified veteri- 
narians for the animal-disease program. The expert assisted in a thorough re- 
organization of the curriculum and of training facilities which is now being put 
into operation. 


8. INDIA— CENTRAL WATER AND POWER RESEARCH STATION 


In 1952 and 1953, UNESCO helped the Indian Government strengthen the 
Central Water and Power Research Station, Poona, in the field of dam and 
harbor construction. The project was taken over by the Government after 
the departure of the experts who had trained Indian specialists in photoelas- 
ticity and navigational research. 


9. INDONESIA—-GENERAL EDUCATION SERVICES 


From 1951-54 two experts have assisted the Indonesian Government in 
training technicians in the production of educational film. As early as Octo- 
ber 1952 technicians trained by the experts were employed in Government 
services. The project was taken over by the Indonesian Government after the 
departure of the experts. 


10. INDONESIA—OCCUPATIONAL HEALTH AND INDUSTRIAL SAFETY 


An International Labor Organization expert on occupational health and in- 
dustrial safety completed a mission to Indonesia early in 1954. He was en- 
gaged in training labor inspectors and other officials in this field; giving advice 
directly to industry; and advising the Government on setting up a permanent 
occupational health service within the Ministry of Labor. The Government as- 
sumed responsibility for this project in March 1954, and the International Labor 
Organization is awarding two fellowships to enable Indonesian officials to 
train abroad so that they may be appointed to the new occupational health serv- 
ice on their return. 

11. IRAQ—BEJEL/SYPHILIS CONTROL 


A joint WHO/UNICEF-aided demonstration in bejel control was initiated 
in 1950. Surveys disclosed that the disease occurred most frequently in the 
river-bed areas and particularly among the march Arabs of Amara, where 
transportation difficuities were greatest and the people therefore most isolated. 
The areas where bejel is prevalent have been the site of a mass campaign of 
treatment with penicillin. By the end of December 1953, more than 134,000 
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persons had been examined, and more than 78,206 cases and contacts treated 
with penicillin. Work is now being carried out by 3 national field teams, and 2 
medical officers who have completed their WHO fellowship training have been 
permanently assigned to the Bejel/Syphilis Institute in Baghdad. 


12. ISRAEL-——LOW-OOST HOUSING 


A team of two experts assisted and taught local engineers to build low-cost 
houses from stabilized earth. With some of the equipment provided by the 
U. N. Technical Assistance Administration and local labor furnished by the 
Government, about 30 model houses were built. As a result of this demonstra- 
tion, the Government is proceeding with the mass production construction of 
150 to 200 houses utilizing this low cost building material. 


18. JORDAN——PORT CONSTRUCTION 


A United Nations expert has advised the Government on the development of the 
port of Aqaba and on up-to-date equipment and installations for commercial use. 
The expert submitted two plans, a short-term and a long-term development plan. 
The Government, on the recommendation and with the advice of the expert, has 
completed the short-term plan with the expenditure of about $300,000 on port 
construction, and the port is now equipped with good facilities for handling large 
quantities of cargo. Also, a port authority staffed by Jordanian nationals is in 
full charge of this port as recommended by the expert. The U. N. expert will 
leave this year. 

14. LEBANON—MALARIA CONTROL 


Throughout 1953 the World Health Organization team and its Lebanese 
counterpart carried out intensive malaria control operations, with gradual 
transfer of responsibility for the operations from World Health Organization 
members to national members. The team, during the course of the project 
(August 1951 to January 1954) made a complete survey of malaria in Lebanon. 
One hundred and thirty-five thousand people have been directly protected against 
malaria. A national team of technical personnel has been trained to continue 
malaria control in Lebanon and has now taken over operations. 


15. MEXICO—SCIENTIFIC AND TECHNICAL DOCUMENTATION CENTER 


A team of UNESCO experts from 1951 to 1954 assisted the Government of 
Mexico in establishing a scientific and technical documentation center designed 
to serve Latin American universities and industries. The project is now operated 
by the Mexican Government with Mexican personnel trained by the experts, or 
returned from studies abroad. 


16. NICARAGUA—-NUTRITION 


An FAO expert was in Nicaragua from 1951 until November 30, 1953, during 
which time she organized the nutrition department of the Health Ministry and 
directed it until her departure. The results obtained were very satisfactory 
and the nutrition department has continued functioning with national personnel. 
The Government of Nicaragua intends to continue developing this department 
in accordance with standards outlined by the expert. 


17. PAKISTAN——CEMENT INDUSTRY 


The U. N. experts made a survey of resources, plants, and markets for 
cement for the Government of Pakistan in 1952 and 1953. As a result of their 
recommendations, a new cement plant, with an annual capacity of 150,000 tons, 
is being built near Karachi by the Pakistan Development Corporation at a cost 
of 20 million rupees. One of the experts originally sent by the U. N. Technical 
Assistance Administration has been employed by the Government directly as a 
consultant on this project. 


18. PAKISTAN-——EDUCATION BROADCASTING 


From 1951 to 1953 one UNESCO expert in educational broadcasting and three 
technicians helped the Government to establish an educational broadcasting 
Department at Radio Pakistan. The Government is now operating a broadcast- 
ing program for schools with the personnel trained by the expert. 
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19, PAKISTAN—-MATERNAL AND CHILD HEALTH (LAHORE) 


In view of Pakistan’s tremendous health problems and its very small number 
of nurses, especially those trained in public health nursing, a decision was made 
to develop a new type of auxiliary health worker, a community health visitor. 
She is not a nurse, but is especially trained in the field of maternal and child 
health and performs duties which are essentially public health, including health 
education. The health visitors are supervised by public health nurses with 
higher qualifications and by district medical officers. The first training school 
for community health visitors was initiated in 1951 in Lahore as a joint project 
between the Pakistan Government, WHO and UNICEF. WHO provided the 
international staff and awarded fellowships to local doctors and nurses, to 
enable the project to continue without further assistance from WHO. UNICEF 
participation consisted of equipment, including supplementary equipment to 
hospitals connected with the project, equipment to newly established rural 
maternal and child health centers, and drugs and diet supplements. In July 
1953, the WHO team left behind a training scheme, fully developed and in work- 
ing order, headed by local doctors and nurses, competent to carry on with the 
task and serving as a model and a training ground for similar work elsewhere 
in the country. 


20. PERU-——EMPILOYMENT SERVICE 


An ILO employment services expert was provided under the International 
Laber Organization (ILO) Special Migration Fund in 1951, and his recommenda- 
tions resulted in the establishment of an employment office for the Lima-Callao 
area. Subsequently, in July 1952, the same expert was reassigned to this project 
under the U. N. expanded technical assistance program and an industrial survey 
was made of the same region. Techniques were developed for employment service 
operations, such as the publication of a manual of instructions, the establish- 
ment of an occupational classification service, and the adoption of aptitude tests 
which are now being utilized in both the employment service of the Government 
and industrial enterprises. The Peruvian Government wished to extend employ- 
ment service facilities to other areas of the country, and obtained funds for this 
purpose from the United States Foreign Operations Administration (FOA). 
An agreement was therefore concluded between the FOA and the ILO whereby 


the project continued to be developed along the lines suggested by the ILO 
expert, but in cooperation with an FOA technician who was appointed in March 
1953. The Government assumed responsibility for the project at the end of 
1953, and plans to establish other employment offices on the lines of that set up 
for the Lima-Callao region. 


21. THAILAND—FLIGHT TRAINING 


One of the aims of the International Civil Aviation Organization technical- 
assistance mission to Thailand was to improve the standard of flight operation 
by Thai Airways, Ltd. An airline pilot examiner was sent to Thailand to give 
flight instruction, including instrument flying, to pilots of the airline. In the 
course of this program he trained some of the senior pilots to give the continuing 
tests and instruction which will be needed to their juniors. In addition, the two 
most senior pilots of the airline were sent to Australia where they were given 
complete courses in commercial flying. These two men were successful in gaining 
Australian airline transport pilot licenses. They have returned to Thailand 
Airways where they are helping to raise the standard of flying of other pilots 
by training and by example. Thus, technical assistance rendered by ICAO 
has enabled Thai Airways to supervise their own flight operations and train 
their own pilots. 


FINANCIAL ARRANGEMENTS OF UNITED NATIONS EXPANDED PROGRAM OF 
TECHNICAL ASSISTANCE 


Funds are contributed voluntarily by governments to a central technical- 
assistance account which is under the supervision of the Secretary General of 
the United Nations. Funds are allocated from the central account to the United 
Nations Technical Assistance Administration and the specialized agencies par- 
ticipating in the expanded program of technical assistance in order to carry out 
projects for the economic development of underdeveloped countries. Requests for 
projects are made by the underdeveloped countries to the United Nations Tech- 
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nical Assistance Administration or appropriate specialized agency. The agency 
submits the project of the Technical Assistance Board, which is composed of 
representatives of the participating agencies, for its approval. After the Board 
approves the project, funds are allocated to cover the cost of the project to the 
end of the current financial year. Under current financial regulations, 75 
percent of the funds contributed by governments are allocated to the participat- 
ing agencies on the basis of the following formula: United Nations Technical 
Assistance Administration, 23 percent; International Labor Organization, 11 
percent ; Food and Agriculture Organization, 29 percent; United Nations Educa- 
tional, Scientific, and Cultural Organization, 14 percent; International Civil 
Aviation Organization, 1 percent; and World Health Organization, 22 percent. 
These funds are used by the agencies to carry out projects which have been 
approved by the Board. The remaining funds above the 75 percent are allocated 
by the Board on the basis of projects which it approves. 


’ 


CRITERIA Usep py UNICEF 1n DETERMINING PROJECTS TO ASSIST 


Subsequent testimony develops in considerable detail the criteria used by 
UNICEF in determining the projects which it will aid. For the sake of con- 
venience, however, the criteria are outlined below: 

1. The preject must be requested by a government. 

2. UNICEF's contribution must be “matched” by the assisted government or 
some voluntary agency within the country. UNICEF normally requires that 
each government supplement the assistance given by the fund with substantial 
expenditures from its local resources’ for local personnel, facilities, supplies, 
services, etc. 

8. UNICEF aid is used to make a lasting contribution to the welfare of large 
numbers of children, through projects which the assisted countries can eventually 
carry on themselves. Programs are geared to the administrative and financial 
capacities of countries. Thus a solid base is laid at national, provincial, and 
local levels enabling the countries to continue the programs when UNICEF aid 
is terminated. 

4. UNICEF aid is concentrated on a limited number of types of programs which 
deal with basic inadeqvacies in child care. These are programs which experi- 
ence has shown to be effective in preducing substantial and often speedy results. 

5. The project should be designed to serve as a demonstration to the requesting 
country and should result in the develonment of local organizational patterns 
which can be duplicated and extended elsewhere in the country. 

6. UNICEF resources are predominantly used for imported supplies and 
equipment. 

7. Prejocts initiated with UNICEF aid frequently increase the productive 
power of benefiting countries. For example, a malaria-control program in the 
Terai region of northern India, in addition to bringing down the infection rate 
of infants to zero, has made possible a striking improvement in the economic 
status of the region. Area under cultivation increased by nearly 30,000 acres; 
food production increased from 55.000 tons in 1947 to 73,500 tons in 1951; land 
values doubled; and eolonization made possible a population increase in 3 years 
from 167,000 to 285,000. 


CONTINUATION OF PROGRAMS BY COUNTRIES AFTER TERMINATION oF UNICEF 
ASSISTANCE 


A basic UNICEF objective is to relate aid to the ability and readiness of 
countries to use their own resources in kehalf of children, so that the countries 
will ultimately be able to carry on the provrams without UNICEF assistance, 

In general, it is still too early to apply the test of continuity to the long-range 
programs (e. g. tuberculosis, malaria, and yaws control, maternal, and child 
health services), because the largest are still receiving international aid. This 
applies especially to countries outside Europe. It can generally be said that all 
the Euronean countries which had BCG antituberculosis programs are continuing 
the vaccination of the newborn, and many have extensive followup. 

The following cases do not represent the full story of the continuation of 
programs by governments, but they are examples of what has been done: 

1. Brazil.—aAs one aspect of an overall maternal and child welfare program 
UNICEF provided imported diphtheria/pertussis vaccine to Brazil, at the same 
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time furnishing the technical equipment necessary to establish a production 
laboratory for the vaccine in Rio. This laboratory is now in operation and is 
producing 10,000 vaccine doses per month to carry on the program without 
UNICEF assistance. 

2. British Honduras.—In 1950-52 UNICEF allocated a total of $42,000 for 
a child-feeding program in British Honduras. UNICEF assistance to this pro- 
gram has now ceased and the Government is continuing it on a permanent basis 
at the same level from its own resources, importing the necessary dry skim milk. 

3. Chile—UNICEF supplied equipment for local production of vaccine for a 
diphtheria/pertussis immunization program under an allocation of $82,000 in 
1949. The first approved vaccine produced with UNICEF equipment became 
available in July 1951. Immunization, begun in Santiago, has gradually been 
expanded to other provinces. Vaccine sufficient to inoculate 20,000 children is 
being produced monthly. and the work forms a permanent feature of the National 
Public Health Service. 

4. Colombia.—Colombia undertook a similar program with supplies imported 
by UNICEF in 1950, and local production of the vaccine started in March 1951. 
UNICEF’s allocation was $100,000. Since then mobile teams have continued 
operations, and the project is a permanent feature of the maternal and child- 
health program. 

5. Ecuador.—BCG vaccinations, conducted with UNICEF assistance in 1950— 
51 are continuing on a permanent basis with importation of vaccine from Mexico. 
UNICEF assistance included help for a local laboratory which has started pro- 
duetion and is awaiting technical approval by the World Health Organization. 

6. El Salvador.—In November 1950 UNICEF allocated $50,000 for a maternal 
and child welfare program in El Salvador. With these funds, clinical equip- 
ment, transport, and midwives kits were provided for five rural health centers, 
Personnel for these centers have been trained by the Government, and they are 
now in operation on a permanent basis entirely with the Government’s own 
resources, 

7. Finland.—As a direct consequence of UNICEF aid, the school milk program 
is now a regular feature of the Government’s child health program. To increase 
the amount of fluid milk available from local sources, UNICEF provided milk 
conservation equipment and pasteurizing units. This help is now benefiting 
some 460,000 children with a one-third of a liter of milk each schoolday. 

8. Malaya.—Since the departure of a UNICEF team in late 1951, the BCG 
antituberculosis vaccination campaign has been continued with local resources. 

9. Malta.—As a direct result of UNICEF aid in the form of equipment for 
the reconstitution of milk powder, some 18,000 infants and children are now 
receiving free milk from the Ma!tese Government. With UNICEF equipment, 
practically the entire output of the island’s fluid milk is now pasteurized and 
bott'ed. 

10. Nicaragua.—A UNICEF equipped milk-drying plant is scheduled to be 
opened in Nicaragua in May 1954. The production from this plant will be 
used to continue the formerly UNICEF-assisted child-feeding program on a 
permanent basis, reaching approximately 40,000 children. 

11. Philippines.—The sum of $45,000 was allocated in late 1949 for a rural 
health training center. When the international team withdrew in September 
1951, the center was continued actively by the Government. By the end of 
1953, short-term training was given to some 1,524 persons, including physicians, 
nurses, midwives, and sanitation inspectors. The Government plans to establish 
several more centers of the same pattern on its own. 

12. Philippines.—During 1950 a serious epidemic of diphtheria occurred in 
the Philippines. UNICEF allocated $33,000 to assist in this crisis, providing 
sufficient toxoid to immunize 512,000 children and to obtain equipment and sup- 
plies for the production of dipththeria toxoid. The Government provided 
space at its vaccine production plant at Abalang to house the diphtheria labora- 
{ory and to produce toxoid on a permanent basis in sufficient quantity to meet 
future needs. At latest reports the laboratory has completed initial tests on 
animals and has just begun testing on humans. It will soon be producing 
enough toxoid for the whole of the Philippines. 

13. Yugoslavia.—UNICEF established several milk pasteurization and milk- 
drying plants in Yugoslavia, An international team consisting of representa- 
tives of UNICEF, WHO, and FAO recently visited Yugoslavia at the request 
of the Government in order to evaluate the development of the milk program 
based on the UNICEF equipment, and to give technical guidance on further 
work. The impression of the team was that very great strides had been made 
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by the Yugoslav Government. It can thus be stated that a country which 
had no organized milk industry worth speaking of prior to 1950 has now a 
well-based operation which is being developed and will prove of great importance 
to the country as a whole in the coming years. 

14. In the following 12 countries BCG antituberculosis vaccination cam- 
paigns, which were initiated with UNICEF assistance between 1948 and 1950, 
“are now being carried out by the respective governments without international 
assistance: Algeria, Austria, Ecuador, Egypt, Finland, Greece, Israel, Malta, 
Morocco, Syria, Tunisia, and Yugoslavia. 

In addition, many UNICEF-aided projects have provided a practical and 
easily understood starting point for cooperative action of public authorities, 
voluntary groups, and individuals. Many thousands of volunteers have con- 
tributed their efforts. The concrete benefits of the programs have made the 
people interested in the next steps to be taken. This experience stimulates 
improvements in health, social services and community organizations, especiallv 
in countries where such developments are only beginning. 


Mr. Vorys. I would like to inquire about the matter of criteria. In 
going over your very fine general statement, you outlined four activi- 
ties, all of which consist of furnis shing supplies. 

Now, also, in answer to Mrs. Kelly, you gave a very elaborate state- 
ment of the various organizations and committees that pass on it, but 
what we are wondering about is the criterion. Is it that the child- 
welfare organization furnishes supplies? What is the criterion that 
is applied at these levels to decide whether the child-welfare organi- 
zation will take part, and what part they play. 

Dr. Exzor, The Children’s Fund is one primarily for the purpose 
of providing the supplies and equipment. Generally, that is the way in 
which it operates. There are certain projects in which it collaborates 
with the World Health Organization. The World Health Organiza- 
tion provides the technical personnel that the country requests to help 
them actually put the project into effect. In some cases, the Children’s 
Fund pays the cost of such technical personnel, if the World Health 
Organization’s funds are not sufficient to do that. 

Mr. Vorys. Excuse me, but it is of no help to us to say that in some 
cases you do and in some cases you don’t. I realize that you have to 
use your best judgment, but what we are looking for is what the 
criterion is, the basis that you use to decide what you are going to do. 

Now, for instance, how many children are there in the world? A 
billion ¢ 

Dr. Exsor. About 700 million. That is a guess. I would have to 
look it up for you. I think it may be over 700 million. 

Mr. Vorys. There are seven or eight hundred million children in 
the world? 

Dr. Exror. Yes. 

Mr. Vorys. And probably two-thirds of them are undernourished 

and are exposed to diseases and so forth. 

Dr. Exsor. That is right. 

Mr. Vorys. Now, no $13 million is going to feed or furnish milk or 
furnish sprayers and antibiotics for ‘all those children, so the Chil- 
dren’s Fund constantly has the problem of how to use the available 
money most effectively. 

I know you say, “Well, they will do something and we will do 
something,” but that gives us no idea of the guide } you must have to 
apply almost every day. What is your test? 

yr. Exsor. Let me take, for instance, the health programs. From 


. very beginning, it has been the principle under which the Chil- 
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dren’s Fund has operated, to select. those types of health programs that 
will reach masses of children. 

Mr. Vorys. I beg your pardon. At the beginning, 76 percent was 
simply emergency feeding for children of Europe. 

Dr. Exior. I am speaking of those programs that were in the health 
field from the beginning. 

For instance, the first health programs that the Children’s Fund 
started, even in that early period, were for the protection of children 
against tuberculosis in Europe. In those early years, there were very 
many children in Europe with tuberculosis. 

The fund decided at that time that one of the most effective ways 
to spend the money at its command was to provide, with the help of 
the Scandinavian countries that were then ready to give the technical 
assistance, the program of BCG vaccination against tuberculosis for 
children in Europe. 

Now, with a comparatively small amount of money, a great many 
children in Europe first were tested for tuberculosis, and then those 
who were negative to the test were vaccinated with the BCG vaccine. 

That program has been expanded in the second period of the fund 
and in the third period. 

In 1950 the World Health Organization took over the responsibility 
that the Scandinavian countries had previously had. 

The next large program, mass program, that UNICEF decided 
to develop was the malaria-control program, because as you well know, 
in the tropical countries and many of the countries of the world 
malaria is one of the scourges that kills as many or more children 
than any other disease. Therefore, to assist the World Health Organi- 
zation and others later on, in developing a malaria-control program 


in the country, starting from small — that would demonstrate 


the way to move out into something larger, seemed to be a wise move, 
and a wise way to use money. 

For instance, in India, UNICEF, together with the World Health 
Organization, established four special local malaria-control projects. 
It soon became apparent at the end of 2 or 3 years, that control was 
possible, that this control could be spread. Not only was malaria 
controlled but people began to move into areas that previously had 
been malaria infested. Because the farmers were no longer subject 
to malaria, they were able to work full time. They began to develop 
the land, to raise new crops, and so on. 

Recently, UNICEF and the World Health Organization have 
ceased to support those particular projects because India, together 
with the bilateral program, has taken it up in a very much more ex- 
tensive way than the Children’s Fund could ever have hoped to do it 
with the limited amount of money that it has had; the Children’s 
Fund, however, with WHO, had showed the way. 

Mr. Vorys. That was a demonstration project ¢ 

Dr. Exisor. It was a demonstration type of project in a program 
which had very wide implications with respect to the health and lives 
of children in very many different countries. As you know, there 
were, and I presume there still are, nearly 300 million cases of malaria 
a year, and about 3 million people die each year of malaria. A large 
proportion of those deaths are children. 

ow that is one of the criteria that the Children’s Fund has used. 
Take for instance this question of yaws. 
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Mr. Vorys. Wait a minute. I want to know about the criteria. 

Dr. Exior. The question is whether programs started as demon- 
strations to show that these health scourges can be controlled, will be 
taken over by the governments themselves ultimately and whether 
the government will continue the control function when UNICEF 
draws out its support. 

Mr. Vorys. Now there is an answer to Mrs. Bolton’s second ques- 
tion. In India, on malaria control, it was a program that was demon- 
strated and then taken over by the Government. Is that right? 

Dr. Exisor. That is right. 

May I tell you about Haiti. Three years ago Haiti wanted a yaws 
program started. Fifty percent of the people in some parts of Haiti 
had yaws. I can’t give you the overall figure, but there were parts 
of Haiti where the working population was terribly held down in its 
effectiveness because of this really terrible disease. A great majority 
of cases started in childhood. When the control project was started 
the Children’s Fund put in the penicillin. The World Health Or- 
ganization put in, I think, 2 or 3 technical advisers for the overall 
project, and that is all. The Government took over all other costs. 
The Government provided many small teams of workers to carry the 
control program to every area in the country. The Government 
trained them and developed the project with the help of this group 
of WHO experts. 

Today, at the end of 3 years, in one part, the southern part of Haiti 
where the program was carried forward through the use of local 
clinics, there is less than 1 percent of the population with yaws. In 
the northern part of the island where the program was carried on, on 
a house-to-house basis, there is less than one-third of 1 percent of the 
people with yaws. 

Mr. Vorys. Is your program continuing, or have they taken it up? 

Dr. Error. The Government is going to Simtine this. The Gov- 
ernment will carry on in what the ‘y call the consolidation period— 
that is the continuing public-health program that is needed to keep 
this disease down. Since it is an infectious disease, it may recur if 
no plan for its permanent control is made. 

In 10 years, the island might again be covered. Now the Govern- 
ment undertakes to do this followup control program. 

Mr. Vorys. Yes. You mentioned school-lunch programs. Now, 
of course, you couldn’t commence to begin to give school-lunch pro- 
grams for the undernourished of three-quarters of a billion children. 
What’s your school-lunch program like? That goes under nutrition? 

Dr. Exisor. In the first place, the country is going to ask for it and 
must want a school-lunch program. 

Mr. Vorys. Now, that wouldn’t be a sufficient test, because I think 
every country in the world would be glad to have it. 

Dr. Exsor. El Salvador has been mentioned here this morning. 

Mr. Vorys. Yes. 

Dr. Exzor. There is a child-nutrition program in El Salvador that 
was started by the contribution through the United Nations Chil- 
dren’s Fund of a small amount of dried milk. Small, because it could 
reach only a small number of children. I cannot recall for you how 
many children benefited at first, but a small number through a dem- 
onstration of school lunches. 
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Quickly, other villages, areas, and communities in the country be- 
came aware of what was happening. There was not enough milk for 


UNICEF to feed all the children of El Salvador. 

But what UNICEF followed up with—because the country asked 
for it—was a plan to help them establish a milk-drying plant of their 
own, to help them find a way to conserve the milk that they had so 
that they could put it into a broader school-lunch program in the 
country. 

Today—again, I cannot quote the figures—but I do know that the 
school-lunch- program in El Salvador has spread to many areas of 
the country, and partly with an increased amount of ‘milk that 
UNICEF has put in, but partly through their own planning, their 
own development of local food resources. And they will no doubt 
take over completely, as soon as the milk-drying plant is in operation. 

Mr. Vorys. Now, would it be possible to tell us what was done in 
E] Salvador and what eventually grew out of it? 

Dr. Exror. Yes. I could write up a little story for you. 

(The information referred to is as follows :) 


CHILD NUTRITION PROGRAM IN Ext SALVADOR 


The problem of malnutrition in El Salvador is a serious one of long standing. 
Most of the children have for generations suffered from undernourishment. In 
1949 most of those who were able to get to school at all arrived hungry and 
apathetic. One out of three children reporting to clinics suffered from acute 
hunger sickness. 

The Government was vaguely aware of this situation and started lunch pro- 
grams in three schools. Early in 1950, UNICEF agreed to supply dried skim milk 
for a major feeding demonstration within the country. The first milk arrived 
in April 1950. Within 2 months, 32,000 children were drinking the milk, and 
teachers began reporting that their once apathetic pupils were wide awake and 
interested, and that they learned much more quickly. 

Parents and teachers, suddenly aroused to the effects of nutrition, demanded 
to know more about it. Mayors pulled strings to get the Government to put 
UNICEF milk into their municipalities. In the entire country there had been 
just two clinics for child nutrition. By June 1950, there were 14 such clinics 
operating and 26 more were preparing to open. 

At present the UNICEF-aided child nutrition program is operating through 
368 distribution centers of which 80 percent are in rural areas. From 1950 to 
1953 up to 40,000 children had received UNICEF milk. Through March 1954 
approved UNICEF aid for this program amounted to $96,100. During this same 
period related national, municipai, and private expenditures totaled approxi- 
mately $1,100,000. The problem is still not solved, however, as there remain 
many children and mothers who are not receiving these benefits. 

With a view to establishing a permanent child-feeding program with its own 
resources, the Government in October 1951 set up a committee to study the 
overall milk situation. This study showed that there were milk resources in 
El Salvador which, if properly organized and improved, could contribute mate- 
rially toward improving these poor nutrition conditions. The problem was to 
make it possible for this milk to be conserved and distributed to larger numbers 
of children who needed it. The study culminated in a formal request te UNICEF 
by the Government in the fall of 1958 for assistance in establishing a milk 
pasteurization and drying plant in San Miguel. The plant will be supported by 
three milk-collecting centers which will be equipped entirely by the Government. 

From the production of the milk-drying plant the Government will distribute 
free milk daily to 40,000 children on a permanent basis, with the expectation that 
the number will be increased later on as the budget permits. It is anticipated 
that this plant will be in operation toward the end of 1955, at which time UNICEF 
assistance would no longer be required for this program. The plant will produce 
a sufficient quantity of skim powdered milk to enable the Government to continue 
the present child-feeding program as part of its permanent public policy on 
nutrition. 
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Dr. Juan Allwood Paredes, Director General of Public Health for El Salvador, 
and a graduate of the Johns Hopkins School of Medicine in Baltimore, stated: 
“UNICEF milk became the focal point in alleviating our chronic emergency. 
The wide interest it aroused enabled us to greatly broaden our education system, 
our public health programs, and our nutrition education. Inevitably, through 
increased dairying and related industries, it will vitally affect our economy.” 
With respect to this latter point, it is realistically anticipated that, with the 
installation of the milk plant and the accompanying educational efforts, the 
number of cows and the amount of pastureland will be increased, with a resultant 
substantial increase in the daily average production in milk. 

Mr. Vorys. Here’s my point : On this chart you have up here, 26 per- 
cent is for mass health and 21 for nutrition. Those things benefit all 
the people in a country—mass health and nutrition. 

Now, you can’t take care of all the 2,400 million people in this world. 
You can’t take care of all the children, but in contributing toward mass 
health and nutrition projects, the question is, How do you determine 
what the Children’s Fund should do? What is the criterion? You 
have certainly given us some extremely helpful examples. 

Mr. Javirs. How much of these programs in UNICEF is contrib- 
uted by the people who benefit from them? Now I will tell you why I 
ask the question, though I think you know. 

The question is always asked, “What is the use of working with these 
U. N. agencies? The Russians also get credit in the process as mem- 
bers of the U. N., yet they never participated in UNICEF and never 
have.” 

Do you have any answer to that? How is it received by the people 
who actually get the help? 

Dr. Ex1or. I do know there is a considerable amount of under- 
standing even among the village people who receive help from the 
Children’s Fund, of the fact that the help that they are getting comes 
from one of the United Nations organizations. 

I think it may truthfully be said that in some of the villages to 
which this help goes, the United Nations’ Children’s Fund, which is 
known as UNICEF, you know, everywhere—just that one word—is 
actually the United Nations to them. 

Now you ask about the extent to which they recognize contributions 
from the United States in that program: I think there is very great 
recognition. Certainly there is among the people who are responsible 
for organizing these projects wherever they are. 

In the first place, much of the equipment is made in and shipped 
from the United States, and that fact is obvious when it arrives. The 
containers in which the supplies go, often indicate that they come from 
the United States. 

Mr. Javits, when I visited in some of these countries, and in the 
smaller villages, I, as an American citizen, even though I was an inter- 
national servant at that time, became very much aware of the fact that 
the people themselves were interested in the contribution made by the 
United States. 

I believe there is a general understanding of the United States con- 
tribution. I think that the program of the United Nations Children’s 
Fund is perhaps better understood by people throughout the world 
than almost any other one. 

The collaboration between the World Health Organization and the 
Children’s Fund is also understood, and the Food and Agriculture Or- 

ganization collaboration with the Children’s Fund is increasingly un- 
derstood. 
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So my answer to your question is “Yes, I think the people do recog- 
nize the parts played by the United Nations and the United States.” 
But the extent I cannot tell. 

Mr. Javirs. Do you think this program is warranted in the na- 
tional interests of the United States alone? 

Dr. Extor. I certainly do. I think that we buy more goodwill with 
this children’s program, probably, than any other program that we 
contribute to in the United Nations. 

Mr. Javirs. Thank you, Mr. Chairman. 

Mr. Merrow (presiding). Are there any other questions of Dr. 
Eliot ¢ 

Mr. Bentiey. In going back to this previous discussion about 
where certain countries have carried on programs without UNICEF 
aid after the prograins had been established, I believe we mentioned 
one example of Haiti, and the question of yaws; is that correct ? 

Dr. Exsor. Yes. 

Mr. Bent ey. I wonder if you could tell us to what extent the fact 
that Haiti or India or El Salvador, or any of these other recipient 
countries, have been able to carry on the programs themselves even- 
tually, is due primarily to the technical assistance we have given 
those countries ourselves. 

I see we will be asked to put into Haiti in 1955 about $288,500 for 
health and sanitation, which is a considerable increase. I know we 
have a lot of explanation as to what this money is supposed to 
accomplish, mostly in the treatment of yaws. 

What I am trying to find out with respect to this particular inci- 
dent is, has the Haitian Government been able to take over the yaws 
program after the United States stepped out, and if so, would they 
have been able to do that without our bilateral help? Do you see 
what I mean? 

Dr. Extor. Yes; I do see. The cost of the yaws program to the 
Government of Haiti was in terms of paying the workers who organ- 
ized the program out in the villages. These workers were citizens 
of the villages and other areas—not trained doctors or nurses but 
persons trained under the direction of doctors and nurses, to give the 
penicillin, to round up the people and get the work done. 

Now that the disease itself is eradicated, or essentially eradicated, 
there will be little further need for penicillin, provided the disease 
can be kept down, provided it can be watched. 

At the present time malaria is still quite prevalent in Haiti. It is 
the intention of the Government of Haiti, as I understand it, to 
develop now a malaria-control program. 

They will take over a lot of the workers who were being paid by 
the Government to do the yaws program. The Government itself 
contributed that part of the cost. They will be taken over to work 
in other types of programs. But since they have been so well trained 
in the discovery of yaws cases, they will continue to be used to keep 
an eye out for more yaws cases if they begin to crop up. 

And so the Government of Haiti has this group of people who will 
be continued in other programs who can watch to see what is happen- 
ing from the point of view of yaws. 

Now, the cost of maintaining an eradication of yaws in Haiti may 
be very little. It certainly need not be great. It can largely be done 
through the local public-health centers, maternity and child-health 
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centers, because as new cases appear they will be treated, of course, 
immediately. The hale country is alerted to it now. 

Mr. Bentiey. Yes; of course. My question, Dr. Eliot, was more 
for the purpose—and I only took Haiti as a small example—more 
for the purpose of finding out if there is any overall planning with 
the idea that if UNICEF comes in and then steps out of the picture 
once the program has been established, the recipient government takes 
over the program, and with help from this country, direct bilateral] 
assistance, carries on the program. Is there any formal planning to 
that effect ? 

Dr. Exvior. Yes. UNICEF will be out before long. The Wor'd 
Health Organization will take over all responsibilitv of planning with 
the Government as to how continued control of this disease will go 
on. UNICEF will not be in that picture. 

The Pan American Sanitary Bureau, which acts as regional office 
for the World on Organization, will continue to make plans 
for many other U. N. health programs. They are working constantly 
with the seated 

This is merely an example of the way in which the regional offices 
of WHO work with the governments, and as a new program comes 
up that the Government believes they would like - hi ave help on from 
UNICEF as well as WH"), then that program is put forward. 

Mr. Benttey. Is it costing this Government more for contribu- 
tions to UNICEF than for bilateral assistance, and are they both 
necessary? Do you follow me on that one? 

Dr. Exror. I do not think it is costing this Government more. I 
think actually it may be costing the Government less, because all the 
other countries are pooling their resources, and in these activities 
that the Children’s Fund develops, with the other specialized agen- 
cies, they pool the know-how of more than one country. They pool 
the know-how of all of the countries and many countries know the 
answers to some of these tropical diseases as well as we know them. 

Mr. Benriey. Would it perhaps not be better for UNICEF to 
continue in these countries rather than to get out of the picture and for 
us te have to come in and finance the health programs through bilateral 
assistance ? 

Dr. Exior. Well, 1 think both are necessary, really. 

You see, UNICEF is a supply organization. In this particular 
program it supplied penicillin and the syringes for its administra- 
tion; the know-how came from another organization, the World Health 
Organization, working closely with and collaborating closely with 
UNICEF. 

Now, UNICEF can use its money in studying a new program some- 
where else and stimulate the development of “work in another area 
in another type of program. 

I think that the help that is given through the bilateral programs of 
this country or those of other countries in the general health field 
are tremendously helpful. 

The total public health needs in these countries are so great that 
the contributions, all put together, are not too much. 

Mr. Benriey. I see. 

The programs are complementary then? 

Dr. Extor. They are complementary, and as T have watched them 
over 7 years, now, I think the cooperation is extraordinarily good right 
in the countries. 
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Mr. Bentiey. Thank you. 

Mr. Hays. Dr. Eliot, ‘have you been able to get a new word for 
“emergency” so that you can still keep the initials “UNICEF” and 
have them stand for a more accurate title? 

Dr. Extor. When the United Nations General Assembly put 
UNICEF on a continuing basis, as they did at their last meeting in 
the fall of 1953, they decided to change the name of the fund to 
“United Nations Children’s Fund,” and took out the word “emergency. 

However, since the old initials made up the name UNICEF under 
which the fund is so widely known, the General Assembly decided 
to permit the fund to retain that as the short name. Supplhes go out 
labeled “UNICEF,” just exactly as they always have, even though 
the “E” no longer stands for “emergency.” 

Mr. Vorys. Does it stand for “eternal” ¢ 

Mr. Hays. I’m not sure I understand about the 24 percent figure 
you gave as your present percentage. Does that represent our share 
of the overall international budget, or does it include the participation 
funds contributed in the recipient countries ¢ 

Dr. Exior. The countries which receive assistance make contribu- 
tions toward projects in their own countries and their local contribu- 
tions are included in the calculation of that 24 percent. 

Mr. Hays. What would that 24 become, if you leave out the local 
contributions ¢ 

Dr. Extor. It is 68 percent of the central account. 

Mr. Hays. I assume you are not in competition with private agen- 
cies, or we wouldn't find the widespread support that we have from 
churches and other volunteer organizations. 

Dr. Exsor. I believe there is no conflict whatsoever. There is warm 
collaboration between the United Nations Children’s Fund, the ad- 
ministrative staff, and the so-called nongovernmental organizations 
that work in various parts of the world. 

Mr. Hays. I have been very much impressed with the fact that this 
is universally approved by the volunteer agencies, the missionary 
agencies of the world. 

“Dr. Exsor. There is not only no conflict, but the nongovernmental 
organizations support UNICEF wholeheartedly. 

Mr. Hays. As a matter of fact, it seems to me that you might be 
inducing some contributions that wouldn’t otherwise come in. In 
other words, there may be some support for these supplementary ac- 
tivities of the churches that wouldn’t otherwise be available if you 
weren't setting an example. Is that right? 

Dr. Exsor. I think that is right. 

Mr. Hays. That is somewhat speculative, but I think it is true, 
based on my limited observations. 

Now I am not sure I understand Mr. Javits’ reference to the fact 
that there never had been any Soviet participation in UNICEF. Is 
that strictly true? 

Dr. Exsor. I think that is true. 

Mr. Coorr. That is correct, Mr. Hays, as far as Russia itself is 
concerned. In the early part of the program, Poland, Czechoslovakia, 
and others participated. 

Mr. Hays. But they are out now? 

Mr. Coorr. Yes, sir; they have been out of it for several years. The 
entire Soviet bloc has been out for several years now. 

45700—54———_5 4 
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Mr. Vorys. Didn’t the Soviet bloc release a statement that they 
were going to contribute last fall? 

Mr. Coorr. That was to the U. N. technical assistance program, I 
believe. 

Mrs. Bouron. And it was to be applied entirely to their own pro- 
grams; wasn’t it? 

Mr. Coorr. Well, originally Russia attached certain conditions to 
her contribution which were unacceptable, but those conditions have 
been removed now, and the money has been contributed, without any 
conditions attached. That was not to the Children’s Fund, however. 

Mr. Vorys. I thought that this Children’s Fund was so popular 
that they intended to get on the bandwagon. 

Dr. Exsor. May I add just one little fact, and that is that the cost 
of some of these programs over the years has been reduced. I have 
a chart here which shows the cost of the yaws program in Indonesia. 
In 1951 the cost was 35 cents per person examined. In 1954, it is cost- 
ing 10 cents per person examined. For treatment, in 1951, it cost $2.56 
per person treated. In 1954, it is costing $1 per person treated. 

I think this shows that there is real effort on the part of the fund 
to bring the cost down and make their money go just as far as is 
possible. 

Mr. Vorys. Could I ask one more question? 
nished this in the tables that you have furnished. 

I have seen some of them with great interest, but haven’t had a 
chance to see all of them. If you haven’t already done so, will you 
furnish the committee with a list of the nationalities of the staff of 
UNICEF? 

Mr. Coorer. I have that right here and can put it in the record. 

Mr. Merrow. It will be included in the record, without objection. 

(The information referred to is as follows:) 


You may have fur- 
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Mrs. Boron. Mr. Chairman, I just wanted to say this: That I 
think there isn’t anything that would be more helpful to the com- 
mittee than getting some of the motion pictures that have been made 
of not only UNICEF, but the various programs in this whole pro- 
gram. 

These show some of the things that have been done—for instance, in 
Haiti, things that have been done there in blocking the floods and 
taking that water and irrigating the desert. I happen to know 
something about the Haiti program, which is really perfectly amazing, 
done by an extraordinary Vittle man, a giant of capacity and under- 
standing. I hope nothing will interfere with his continuance. But 
these motion pictures are to be had. We can use them in our dis- 
tricts and they are absolutely priceless. The comprehension that you 
get of the interrelations of the different organizations, and of the 
nationalities. 

There isn’t anything that would do more to bring about an under- 
standing of these common associations. 

Thank you, Mr. Chairman. 

Mr. Merrow. Thank you, Dr. Eliot. 

There are two more witnesses on this subject. 


STATEMENT OF MRS. DOROTHY D. HOUGHTON, ASSISTANT DIRECTOR 
FOR REFUGEES, MIGRATION, AND VOLUNTARY ASSISTANCE, 
FOREIGN OPERATIONS ADMINISTRATION 


Mrs. Hoventon. I have nothing further additionally to say, ex- 
cept to pay tribute for the work that is being done on the long-range 
programs, and that hoping that when we go from 70 to 60 percent, 
that it will be an impetus to other nations to give what they pledge, 
because some of the pledges are not paid, and also to get other nations 
to contribute who are not. 

Mr. Coors. I have nothing further to add, Mr. Chairman. 

Mr. Merrow. If there is nothing further, the committee stands ad- 
journed. 

(Whereupon, at 12:30 p. m., the committee adjourned to reconvene 
at 10 a.m., Thursday, May 20, 1954.) 
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THURSDAY, MAY 20, 1954 


Hovser or RepreseNnvATIVES, 
CoMMITTEE ON ForeiGn AFrarrs, 
Washington, D.C. 
The committee met, pursuant to call, at 10:05 a. m., in room G-3, 
United States Capitol, Hon. Robert B. Chiperfield (chairman) pre- 
siding.- 
Chairman Cuirrerretp, The committee will come to order. 
The first witness will be Mr. John C. Lynn. 
Mr. Lynn, we are glad to see you. 


STATEMENT OF JOHN C. LYNN, LEGISLATIVE DIRECTOR, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Lynn. Iam John C, Lynn, legislative director for the American 
Farm Bureau Federation. I have with me this morning Mr. Gwynn 
Garnett, the director of our internatonal trade development division, 
and I would like to have him take part in the hearing, if I may. 

Chairman CurperrieLp. Very well. 

Mr. Lynn. Mr. Chairman, realizing the tight schedule of the com- 
mittee, we would like to present our statement for the record and then 
refer to 4 or 5 sections of the committee print now under consideration. 

Chairman CHirerFieLp. Very well. 

Mr. Lynn. The challenge to America is to exert the necessary leader- 
ship for successfully directing its capabilities to the maintenance of 
freedom and peace. The United States must demonstrate to the 
world that a dynamic, expanding, competitive capitalism is the way 
to the more abundant life that people everywhere are seeking. For 

capitalism to be dynamic and expanding, capital must be allowed to 
flow freely. This requires world trade and world investment, with 
governments involved encouraging private investment and stimulating 
trade as an outlet for the ine reasing productivity of the world’s farms 
and factories. This approach requires systematic abandonment of 
policies directed toward restriction of the production and distribution 
of goods and services throughout the free world. 

The American people are directing their efforts toward the preserva- 
tion of freedom and the expansion of the extraordinary resources of 
free people. With less than 7 percent of the world’s population, 
United States national security depends on long-term economic and 
defense arrangements with an increasing number of strong and de- 
pendable allies. Both the highly developed and underdeveloped na- 
tions can be held together only. if they are all made mutually benefiting 
partners of an exp: anding free world economy. 


(849) 








850 


The need to create powerful cohesive forces among nations has never 
been more urgent. Expanding international trade is the most effective 
and readily available of such forces. Markets are magnets for the 
allegiance of people. To employ them requires the development of 
new mechanisms for trade for mutual benefit—new superhighways 
for world commerce. 

International trade: The expansion of international trade on a 
mutually advantageous basis is of vital importance to the prosperity 
and security of the United States and cooperating nations. Our na- 
tional welfare is so much affected by what happens in the international 
field that we cannot afford to continue to deal on a piecemeal basis 
with trade policies, foreign investments, technical assistance, and in- 
ternational defense measures. 

The prosperity of all American agriculture is dependent upon the 
maintenance of a high level of United States agricultural exports. 
The production of about 52 million acres has been exported annually 
in postwar years. Largely due to the recent loss of exports, We are 
now faced with accumulating surpluses, declining prices, and the 
prospect of diverting about 30 million acres of cropland. The result- 
ing reduction in farm income is serious and will be felt in every 
segment of the national economy. 

Foreign trade expansion: The most important decision facing the 
United States in the field of foreign economic relations is to make 
the decision to balance the domestic economy by increasing the volume 
of exports of agricultural and other products through sound foreign- 
trade relationships. Congress and the executive departments of the 
Government should: (1) Establish a clear-cut long-range policy on 
foreign economic relations and trade which includes exporting the 
maximum quantities of farm products, and (2) consistently maintain 
that position. The maintenance of a high standard of living in the 
United States is dependent to a large degree on a high level of imports. 

The real interest of the United States lies in balancing trade at 
a high level. Obviously this requires the reduction of trade barriers 
to facilitate more imports in order to bring about an expansion 
of exports. 

The Congress, at the request of the President, has created a biparti- 
san Commission on Foreign Economic Policy—along the lines recom- 
mended by the American Farm Bureau Federation—to study inter- 
national economic and trade problems and to develop specific recom- 
mendations for their solution. We urge that the Commission develop 
and recommend to the President and Congress a clear, consistent 
United States foreign economic policy that will lead toward the ex- 
pansion of mutually advantageous trade within the free nations of the 
world, and an effective program to implement it. 

Reduction of trade barriers: The United States should use its lead- 
ership to bring about realistic trade agreements and trade arrange- 
ments among free nations to progressively reduce trade barriers and 
expand mutually advantageous private trade. For this purpose, the 
United States should : 

(a) Authorize and negotiate trade agreements and procedures un- 
der which the President may negotiate changes in United States tariffs 
and import restrictions, with special emphasis on excessive industrial 
tariffs and on items with duties in excess of 25 percent ad valorem, 
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in return for concessions from other countries with respect to tariffs, 
import quotas, exchange controls, and other trade barriers. 

(6) Offer more stability in tariff rates and customs for reasonable 
periods in return for comparable reciprocal benefits. 

(c) Require the President and Tariff Commission to take into 
consideration the national welfare and the international trade inter- 
ests of the United States. 

(d) Eliminate legislation and regulations which require Buy 
American. ; 

(e) Enact legislation to further revise and simplify United States 
customs laws, regulations, procedures. 

(f) Participate in an international organization to negotiate reduc- 
tions in trade barriers, to develop sound principles of international 
trade, to bring about the elimination of unfair or discriminatory trade 
practices, and to develop measures of international cooperation for 
the expansion of international trade. 

Export-import trade promotion: Other countries need United 
States farm products. At the same time, these countries need to find 
additional markets abroad for their exports. The United States 
should take every reasonable measure to adapt its trade policies to 
these needs in such ways as to stimulate the export of farm products. 

Because of (1) the shortage of dollars with which to purchase 
United States agricultural products and (2) the necessity of other 
countries to find export outlets for their surplus commodities, these 
countries are negotiating agreements to import agricultural products 
from nondollar countries which are willing to take manufactured 
goods or other exports in payment. 

Preliminary investigations indicate that there are large possibilities 
for expanding trade between the United States and other nations 
through private enterprise, if private business and agricultural groups 
in America and in other cooperating countries tackle this problem 
cooperatively. 

In the great agricultural areas of the United States comparatively 
few imported goods are offered for sale. Yet these are the areas 
of the United States which produce most of the agricultural com- 
modities exported and which are heavily dependent upon export 
markets for their prosperity. 

A genuine community of interest exists between United States pro- 
ducers and exporters who wish to expand agricultural exports and the 
manufacturers abroad who wish to expand their exports to the United 
States. 

We recommend that the American Farm Bureau Federation pro- 
mote policies and programs to expand mutually profitable trade by 
means of — 

(a) Encouraging negotiations of suitable arangements with for- 
eign governments that will assure the progressive elimination of dollar 
import restrictions or other trade barriers applicable to United States 
agricultural exports in reasonable proportion to the expansion of 
United States imports of selected goods from these countries. 

(6) Enlisting cooperation of agricultural cooperatives and other 
distributors of farm supplies, importers, and retail distributors to 
purchase and promote the sale of selected imported goods for which 
there is a potential market. 
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(ce) Conducting special educational efforts, particularly in rural 
areas, by farm bureaus and agricultural export groups to expand 
mutually profitable trade. 

(7) Providing a comprehensive trade-promotion service for fur- 
thering the export of farm commodities and sound imports to pay 
for them. 

(e) Assuring adequate credit to finance imports and exports. 

(f) Sending trade missions composed of representatives of agri 
culture and other groups interested in exports and imports to coun- 
tries with whom our trade is of strategic importance to appraise 
possibilities and means of expanding mutually profitable private 
trade. 

Finally, it must be recognized that no price-support program can 
be expected to work satisfactorily within the framework of our pres- 
ent economic system when jeopardized by huge stocks of commod- 
ities overhanging the noeelink. With this in mind, we recommend 
a vigorously prosecuted program aimed at achieving a sizable reduc- 
tion in present farm commodity carryovers. This should be achieved 
in a manner which will minimize disruption of domestic markets 
for current production and not risk destroying the possibility of 
maintaining and expanding needed foreign markets. We believe that 
in order to satisfactorily dispose of its present stocks, the Commodity 
Credit Corporation needs to enlist the initiative and enterprise of 
private traders throughout the world. There should be developed 
a comprehensive Commodity Credit Corporation sales policy aimed 
at making it clear that the liquidation of these stocks will be handled 
'n an orderly manner and that private traders will be encouraged to 
participate in their disposal. 

We must guard against legislation or administrative action which 
would demoralize markets or create unfair competition for producers 
either at home or aon However, the executive branch of the 
Federal Government and especially the Commodity Credit Corpora- 
tion should not stand idly by and watch foreign outlets shrink when 
supplies are available in the United States. It requires much less 
effort to maintain an existing market than to regain one that has been 
lost. 

Accordingly, whenever supplies threaten to become excessive, action 
should be taken in a timely manner to permit United States farm 
products to maintain a fair and stable, competitive position in world 
in irkets. This should include the use of CCC or other funds, which- 
ever is appropriate, to encourage the movement of commodities di- 
rectly into world trade through private channels before they become 
the property of the Government. 

Encourage private trade in export of farm products: The policies 
of the United States should be designed to stimulate and utilize the 
great resources of private traders to sell United States farm products 
throughout the world. 

Market information, credit, and all export services should be geared 
to aiding all private traders who engage in the export of farm 
products. 

Maintenance of quality standards for exports: The export of poor 
quality, adulterated, or damaged products injures demand abroad. 
United States farm products should be known around the world for 
their high quality. 
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Measures should be taken to assure maintenance of quality stand- 
ards essential to merchandising an increasing volume of exports of 
quality farm products. 

Export surpluses for economic development : Surplus farm products 
that cannot be sold abroad for dollars should be offered for sale and 
export through private channels, under limitations determined by the 
Secretary of Agriculture, in exchange for local currencies. These 
currencies should be used as a revolving fund for expanding inter- 
national trade and increasing production, to buy basic materials, and 
to pay United States obligations abroad. 

Special export programs: Congress should authorize limited use 
of surplus food and fiber for emergency or relief purposes. We favor 
limited authority to use surplus farm products through private relief 
agencies operating in foreign countries. However, for any substan- 
tial volume, we believe it is more practical and more humanitarian 
to sell surpluses for local currency which can be used to increase 
production for gainful employment, 

‘armers have a responsibility to help industry, labor, and other 
economic groups properly to appreciate that the national welfare 
demands particular emphasis on agricultural exports now so that 
we may achieve necessary agricultural adjustments in an orderly 
manner while employment and production remain at a high level in 
this country. 

Other Americans should realize—as farmers do—that failure to 
solve farm-adjustment problems after World War I contributed 
materially to the general economic breakdown in later years. 

Foreign Agricultural Service: We recommend that the Foreign 
Agricultural Service be adequately staffed and financed with full 
consideration for the vital importance of expanding exports of farm 
products. Additional emphasis should be given to (1) establishing 
complete export trade advisory services, (2) increasing the number of 
commodity specialists whose primary duty will be to promote the 
expansion of trade abroad, (3) analyzing potential export markets 
for each country and each commodity to determine their sources of 
supply and their reasons for not buying United States products, 
(4) encouraging and aiding in negotiating the reduction of duties, 
restrictions, and discriminations against United States farm products, 
(5) analyzing and disseminating information on all conditions which 
restrict the export of farm products and encouraging necessary action 
to remove them. 

In keeping with the increasing importance of international trade 
and its relationships to American agriculture we recommend that our 
agricultural attachés serve under personnel policies that will attract 
highly qualified men and enable them to progress professionally 
within agricultural work. We recommend that permanently stationed 
foreign agricultural and commondity specialists be diplomatically 
accredited and given necessary operating expenses to properly serve 
the economic intelligence needs of United States producers. These 
foreign agricultural “officers should be directly under the supervision 
of the Secretary of Agriculture. 

Encouragement of producers international trade conferences: In a 
number of instances Farm Bureau has successfully sponsored inter- 
national trade conferences of agricultural producers. Such confer- 
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ences have resulted in a mutually satisfactory settlement of specific 
problems without Government intervention or legislation. Therefore 
we recommend that this type of conference be held wherever possible 
and advisable. 

Mutual security: The security of America and that of the rest of 
the free world are inseparable and require building up the collective 
strength of the free nations through mutual cooperation. United 
States aid for mutual security should be divided into three separate 
and distinct programs—nmilitary aid, economic aid, and _ technical 
assistance—each with its own appropriation. This will make it 
possible to expand or diminish any one of these programs without 
disrupting the others. 

Foreign military aid: Foreign military aid should give major em- 
phasis to assisting our allies to build up their own defense resources 
rather than supplying military goods produced in the United States. 
The dispersion of the vast expenditures for defense among cooperat- 
ing nations will not only provide purchasing power in the hands of 
other nations but will also avoid undue concentration of defense 
production in the United States which tends to unbalance our own 
economy and encourages allies to let us carry an increasing burden of 
the common defense. 

Economic aid: Economic aid should be replaced as rapidly as 
possible by the expansion of mutually profitable trade. To the ex- 
tent that economic aid is required, much greater emphasis should be 
placed on economic development of underdeveloped areas. 

Economic aid and technical assistance to underdeveloped areas are 
essential instruments for the expansion of the world economy. Some 
grants may be justified; however, a great proportion of the eco- 
nomic aid can and should be in the form of self-liquidating invest- 
ments. 

‘Technical assistance: We favor the continuation and improve- 
ment of the technical assistance program as an important part of 
our foreign policy. This program should be designed to offer under- 
developed friendly nations technical training and demonstrational 
services and should not be another program for the extension of eco- 
nomic or monetary aid. 

Technical assistance should be offered to underdeveloped countries 
to help them increase their production and purchasing power and 
thereby become participants in an expanding free world economy. 

Reserves of basic materials: High United States standards of liv- 
ing and military security both require increasing quantities of basic 
materials. The United States is increasingly dependent on imports 
for these supplies. The underdeveloped countries particularly have 
vast reserves of these materials. 

The United States should enter into long-term agreements to pur- 
chase basic materials to greatly expand our national reserves essen- 
tial for United States security. These security stockpiles should be 
isolated from normal domestic requirements and used only in. case 
of a national emergency. 

Such a program would contribute to the economic stability and 
purchasing power of friendly countries, further the security and eco- 
nomic stabi ity of the United States, and contribute to a balanced 
trade. 
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Convertibility of currencies: The United States should encourage 
and support all reasonable efforts which are likely to lead to cur- 
rency convertibility. Freely convertible currencies would be one 
of the most effective means of stimulating trade, of reducing the role 
of government, and minimizing government controls that impede 
international trade. 

Foreign investment: Foreign investment should play an important 
role in United States foreign economic relations. There should be 
increased emphasis on private investment. The United States should 
cooperate with other countries to encourage them to create a climate 
favorable to such investment. 

International commodity agreements: We have supported the In- 
ternational Wheat Agreement as a means of bringing about greater 
stability of markets and prices. The agreement which was renewed 
this year is seriously handicapped because such a large part of the 
wheat entering international trade is outside the agreement. We 
urge that a study be made to determine how the wheat agreement can 
be i improved. The limited benefits and the difficulties encountered in 
operating the International Wheat Agreement do not give a basis for 
optimism for the use of such agreements for many other commodities. 
Experience to date indicates that the successful solution of individual 
commodity problems requires broader international actions to create 
improved conditions of trade. 

United Nations: The American Farm Bureau Federation renews 
its support of the basic objectives of the United Nations Charter. The 
United States should use its influence to bring about the adoption of 
improvements in the United Nations Organization in order that it may 
function more effectively in preserving world peace and security. 

International control of atomic energy: We support efforts to secure 
an agreement for an effective plan for international control and use 
of atomic energy for peaceful purposes and the advancement of the 
standards of livi ing of peoples throughout the world. 

International Federation of Agricultural Producers: The Interna- 
tional Federation of Agricultural Producers can perform a useful 
function in furthering mutual understanding, cooperation, and good- 
will among free farmer organizations. It constitutes a forum for 
represent: ition of farm people to discuss their problems, and to further 
international cooperation in the solution of these problems. It offers 
a means whereby farm organizations can cooperate in efforts to in- 
crease the effective demand for agricultural products and the expan- 
sion of trade throughout the w orld. The efforts of the International 
Federation of Agric ultural Producers should be focused on these ob- 
jectives. The American Farm Bureau Federation supports these 
objectives. 

International exchange of farm people: An international exchange 
of farm people is of great value in furthering international under- 
standing, good will, and the exchange of improved techniques in agri- 
culture and farm organization. We urge that the board of directors 
of the American Farm Bureau Federation develop a Farm Bureau- 
sponsored international youth exchange for the purpose of mutually 
acquainting farm people of the United States and other countries with 
each other’s agriculture, rural life, and farm-organization work. 
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Mr. Chairman, in summary let me say we are greatly concerned, be- 
ing a general farm organization representing farmers in all 48 States, 
with the agriculture situation. 

We are faced today with an inventory of surplus agricultural com- 
modities of some $6.5 billion with prospects in 1955 and 1956 of in- 
creasing that surplus to perhaps in the neighborhood of $10 billion. 

It seems to us a pity that in these trying times in international af- 
fairs that while we are hoarding or storing our farm products here 
in the United States, there is a great deal of need for these products 
throughout the world. 

This has been the reason for the past 3 years that we have sponsored 
in the Congress legislation which is a new approach to this problem 
of utilizing our agricultural abundance. They shouldn’t be consid- 
ered as liabilities, they can become assets. They are currently lia- 
bilities to farmers, and to the United States Government. 

This new approach is to change these so-called liabilities into assets 
for peace and international economic development. 

In the committee print now before you, section 303 deals with this 
. particular problem. We would like to suggest, Mr. Chairman, that the 
Judd bill, or the Burleson bill—the Burleson bill, H. R. 8269, and the 
Judd bill 8270—and there are some six other bills in the House—which 
are now pending before the House Agriculture Committee—that the 
bill be passed and that the provisions of this bill be substituted for sec- 
tion 303. 

Mrs. Borron. Would you give me the number of that bill again, sir? 

Mr. Lynn. H. R. 8269; H. R. 8270. 

Mrs. Boron. Thank you. 

Mr. Lynn. This is one thing we must keep in mind, I think, as we 
deal with the surplus agricultural problem. 

We are impressed with the fact that in section 303 of the committee 
print before you, we are attempting to deal with it in two ways, 
neither of which will work if you put them in combination; namely, 
to try to give it away, and try to sell it. 

We are firmly convinced that we cannot get the most good out of 
these agricultural products by giving them aw: Ly. 

One thing that disturbs us a great deal in agriculture is the fact that 
we currently have a firm export market for about $2.8 billion worth of 
agricultural commodities that countries are buying with their own 
free dollars. 

Now if it becomes a policy of this Government and the Congress to 
offer to give away the surplus agricultural commodities, which we hold 
in tremendous abundance of some $6.5 billion, then we see every rea- 
son that our firm sales that are now being made will disintegrate, and 
agriculture will lose, not gain, by such action. At the same time we 
will gain nothing in the international field. 

There are three primary principles that are in the bills that I re- 
ferred to that we think are sound. 

First, it is a sales program for local currency for increased consump- 
tion. To illustrate what T mesn, let us suypose that country X has 
been buying 100 million bushels of wheat for a certain rate of con- 
sumption of wheat. If this countr y can increase her consumption of 
wheat and feed her population better by buying 50 million additional 
bushels with local currency, then we are for selling this wheat to this 
country for her local currency, to be deposited—and this is very im- 
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portant—to the account of the United States. Not any more of this 
counterpart fund, joint-account business. Surely we have had enough 
experience since the war to demonstrate that that hasn’t worked very 
well. 

Then we would use the local currencies so deposited to the account 
of the United States for economic development and further expansion 
of consumption and trade within that country, or within a third coun- 
try. We would use those local currencies to pay, insofar as possible, 
our obligations that we have committed ourselves to in these countries. 

To give you one example of what I mean, our best information— 
based on a trip that Mr. Garnett made to India and Pakistan last 
year—our people down there indicate that the shortage of dollars is 
really not the bottleneck to their program in technical assistance but 
it is a shortage of rupees. It is strange that we in America have not 
been able to figure out a way to use the surplus agricultural commodi- 
ties in a way that would accuriulate these currencies and at the same 
time increase the consumption of these badly needed foods in some of 
the underdeveloped areas. 

I hasten to add that the American Farm Bureau Federation is not 
for the present farm program that is causing us to get into this posi- 
tion on continued surplus production and market depressing surpluses. 
However, it is with us through 1954, and we are hopeful that Congress 
will change direction of the farm program during this session of Con- 
gress in that we might avoid a continuation of the present situation. 

Mrs. Boron. That is of long standing? 

Mr. Lynn. That is right. 

Mrs. Bouron. Instigated by the present administration ? 

Mr. Lynn. We would sincerely recommend, Mr. Chairman, that 

you give consideration to these bills we refer to as a substitute for 303. 
We believe it is on a sounder basis. We believe that we can, based on 
the experience we have had, under section 550 of the Mutual Security 
Act, where we have sold, or committed for sale, some $230 million 
worth of agricultural commodities, which clearly can be demonstrated 
that it is over and above what these countries would take normally, 
and the sales for local currency. 

I estimate that if we had this program in operation during the last 
8 or 10 months that we could have moved out of this country surplus 
agricultural commodities valued at $750 million. We would have had 
them out of the United States and into consumption where they are 
so badly needed. 

Now, in the appropriation, or authorization for fiscal year 1955, we 
note that only about $250 million is recommended for use in the export 
and sale of surplus agricultural commodities. That isa reduction from 
the current rate of expenditure of some $540 million. 

I would like to make it clear here that we are not here pleading that 
United States dollars be appropriated to FOA to bail out agr iculture, 
We think there are things far more important than a direct appro- 
priation in order to try to export agricultural products. 

If you will permit me, I would like to highlight some of the points 
in the statement I have made to illustrate. 

Certainly the foundation for world peace, we think, is the expan- 
sion of international trade. There have been great strides nell in 
that connection. However, we are somewhat apprehensive, I'll be 
frank, with regard to what may come out of this Congress in 1954 
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with regard to such things as the extension of the Reciprocal 
Trade Agreements Act and other important legislation dealing with 
our international problems. 

We believe that it is a foundation for world peace and security, 
and we have often used the phrase, “If goods don’t cross borders, 
soldiers will,” and I think it can be demonstrated over the years. 

Now, an interest that agriculture has in the continual expanding 
of trade is that 52 million acres of our cropland are devoted to the 
production of export crops. 

To give you some idea as to what that means, it is equal to the 
cropland area of 10 of the Southern States. 

Now, we in agriculture are faced with the proposition of continuing 
to reduce our production in spite of world need for these products or 
figure out some better method of handling our agricultural programs, 
both domestically and in the foreign market. 

Chairman Cuirerrietp. Mr. Lynn, repeat what you said about Mr. 
Burleson’s bill. He has just come in. 

Incidentally, you are going to have but about 5 minutes left. How- 
ever, I will be glad to get a group together and talk to your group 
later because I think it is very important that we get this whole picture. 
We can’t do it this morning. 

Mr. Lynn. Very well. 

I recommended, Mr. Burleson, that we substitute H. R. 8269 or 
H. R. 8270, or other companion bills, for section 303 of the committee 
print now under consideration by the committee. 

Chairman Currrerrierp. Do you care to comment on that, Mr. 
Burleson ¢ 

Mr. Burieson. Am I correct that section 303 takes the place of 
section 550 in the present law ¢ 

Mr. Lynn. That is right. 

Now, with the limited time that I have, sir, I would like to move 
on now, if I may, to 1 or 2 other points that we think are very 
important. 

On page 45 of the committee print, section 603, we see a great 
danger developing with regard to allocating the technical-assistance 
money ina lump sum to the United Nations. You know of the recent 
development in the United Nations. You know that Russia and some 
of her satellites have come into some of the so-called specialized agen- 
cies. We don’t think it is wise for the United States to appropriate 
$17 million and send it to the United Nations for the Economic and 
Social Council to allocate out among the specialized agencies of U. N. 

We are more familiar, naturally, with the Food and Agriculture 
Organization, and we would recommend strongly, sir, that this com- 
mittee in its authorization allocate to the specialized agencies of U. N. 
the funds, whatever you see fit to appropriate, on the current rate of 
appropriation. FAO would get about $4,100,000 of the $17,956,000. 

We would strongly recommend that this be done. 

Now, in regard to section 604, we believe that the amount of money 
recommended for technical assistance, as we understand technical 
assistance, is excessive. 

Let me make it clear that we are for the technical assistance program. 
We are for the program as it was originally conceived, namely, for 
the know-how and show-how of American techniques in foreign 
countries. 
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I think we all know that over the past 3 or 4 years, the technical 
assistance programs have been another form of foreign economic aid. 

Chairman Cuiperrieip. Not a worldwide WPA? 

Mr. Lynn. Not carrying out the original idea of technical assistance. 

We have great confidence in Dr. Bennett. We have had a lot of talks 
with Dr. Bennett, the former administrator of the technical assistance 
program, and we have said before this committee for 3 or 4 years that 
the greatest harm that can come to the technical assistance program 
would be too much money unwisely used. 

I think it is true that—for example, last year—not the current year 
we are operating in—that perhaps as much as 50 percent of the funds 
appropriated by Congress under the term “technical assistance” was 
used for economic aid. We would recommend that this committee in 
its authorization make three distinct appropriations, or authorizations 
for FOA: (1) for military aid; (2) economic aid; (3) technical 
assistance, so that we can reduce or eliminate any one of these pro- 
grams without interfering with the other. We do think there is a 
difference between economic aid and technical assistance. 

Arguments will be made that if you are going to have irrigation in 
India, you have to have pumps and you have to have money for the 
pumps. I agree. Bui the technical assistance is the know-how and 
show-how as to how to do this irrigation. The pumps, if bought, are 
economic aid and not technical assistance in the terminology in which 
we have in our resolutions, 

One other thing we ought to take into consideration as we develop 
this legislation is the fact that there is a great deal of competition 
developing between the specialized agencies of the United Nations 
with regard to the technical assistance program and a great deal of 
competition between our bilateral programs and the spec ialized agen- 
cies of U.N. 

We would hope that some direction would be given to these agencies 
with regard to more and better coordination. 

Chairman Curprrrrevp. The clerk tells me your time is up, Mr. 
Lynn. 

Are there any questions? Would you like to ask some questions, Mr. 
Vorys or Mrs. Bolton? 

Mr. Vorys. I think on the time proposition, we are restricted. 

Chairman Cuiperrietp. I would like to talk with Mr. Lynn later. 

Mr. Vorys. I would just like to ask one question. Does the Farm 
Bureau Federation believe that we can have two different foreign 
policies with reference to the use of agricultural surpluses? 

Mr. Lynn. I don’t believe I quite know what you mean. 

Mr. Vorys. It occurs to me if we are to have a section 550, or some 
plan to use agricultural surpluses as part of our foreign policy, then 
whatever the United States does and Congress does should be in this 
legislation, rather than trying to have 2 or 3 different kinds of laws, 
which might be the case if you have 2 or 3 different committees taking 
a crack at this. Do you see my point? 

Mr. Lynn. Yes, sir. 

We had in mind that this committee might want to give primary 
consideration to this subject of utilization. For that reason, after 
long conferences, with Mr. Burleson of this committee, and Mr. Judd, 
a member of this committee, you will recall there was legislation intro- 
duced by them in that regard, It is now pending before the House 
Agriculture Committee. We are not competent to say who should 
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have it. We only insist that whoever has it, let’s get on with the job 
and get it out and not try to come up with some kind of “package bill” 
that is designed to take in some 10 separate measures in one pi ackage. 

Mrs. Bouron. Why not continue with 550? 

Mr. Lynn. 550, we don’t think, is the correct approach to this thing. 
It is headed in the right direction. However, we believe, after study, 
that the Burleson or Judd or Harrison bill carries out the same prin- 
ciple of 550, but with a lot better results for expanding markets. 

Mrs. Bouron. And so you would like to have us substitute that for 
the 550? 

Chairman Curprrrretp. Thank you very much. 

Mr. Burteson. Mr. Chairman, may I make a comment ? 

Chairman Curperrterp. Surely. 

Mr. Burieson. Mr. Lynn, you suggest that this bill be broken down 
into three parts. That would have a separate effect on the various 
purposes to be accomplished. The proposal which you are making, 
and in the legislation sponsored by other Members of Congress and 
myself, is a long- range program ? 

‘Mr. Lynn. Yes, sir. 

Mr. Burtrson. Now, we are dealing with a foreign-aid program 
which is temporary, but we have found out that many times there is 
nothing quite as permanent as temporary, in this respect. 

That is the reason, I take it, that you suggest we break this down 
into three parts, in order that we could apply this principle, on a 
long-range program, to develop new markets, to stimulate existing 
markets, and to protect the normal trade channels which we now have. 

Mr. Lynn. That is right. 

Chairman Cnrrerrretp. Thank you very much. 

Mr. Vorys. Mr. Lynn, if it were determined to have further hear- 
ings on this matter of agricultural surpluses, and this committee has 
voted unanimously that the program should be incorporated in this 
legislation, I assume you would be available for such hearings. 

“Mr. Lyx. Oh, ves; at any time. 


STATEMENTS OF MILES D. KENNEDY, DIRECTOR, NATIONAL 
LEGISLATIVE COMMISSION, THE AMERICAN LEGION; AND JOHN 
S. MEARS, ADMINISTRATIVE ASSISTANT, NATIONAL ECONOMIC 
COMMISSION, THE AMERICAN LEGION 


Mr. Kennepy. Mr. Chairman and members of the committee; I am 
Miles D. Kennedy. Iam the director of the national legislative com- 
mission of the American Legion. 

I do not intend to give any testimony myself, but I have with me 
Mr. John S. Mears, of our staff, who is an administrative assistant in 
our economic commission, which deals with civil service matters. That 
is the portion of the bill we are interested in. 

Mr. Mears has a brief statement with him, and with your permission, 
I would like to have Mr. Mears carry on from here, sir. 

Chairman CuirerFietp. Very well, go right ahead. 

Mr. Mears. Public Law 400 and 118, referr ed to in my statement, 
are amendments to the Mutual Security Act and not as referred to 
here. 
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Mr. Chairman and members of the committee, I wish to express my 
appreciation on behalf of the American Legion and myself for this 
opportunity of appearing before you to express certain views upon 
the legislation which is presently the subject of this committee’s con- 
sideration. 

The Mutual Security Act of 1952, which was the subject of consid- 
eration as H. R. 7005, and was subsequently passed as Public Law 400 
of the 82d Congress, and the Mutual Security Act of 1953, which was 
Public Law 118 of the 83d Congress, and which was H. R. 5710, both 
contained a requirement for the Mutual Security Agency, now the 
Foreign Operations Administration, to reduce personnel by a certain 
amount during a certain period of time. The manner of effecting 
the reduction was not prescribed in any definite manner, other than 
to say that: “After the Director has determined the reduction to be 
effected in each agency under paragraph 2, the determination as to 
which individual employee shall be retained shall be made by the head 
of the agency concerned.” 

The agency heads and the Director immediately removed personnel 
from their positions with the agency without reference, whatsoever, 
to veterans’ preference, and based their action upon the legal author ity 
contained in the above-quoted wording as interpreted by them, which 
amounts to a repeal by implication of the Veterans’ Preference Act. 

The American Legion received numerous complaints from veterans 
dismissed in this manner, and in every instance the Civil Service Com- 
inission refused to accept an appeal since they apparently agreed with 
the interpretation placed upon the wording by the agency 

One case was subsequently taken to the United States District Court 
for the District of Columbia and has recently been decided, the holding 
of the court being that this wording does repeal the Veterans’ Pref- 
erence Act by implies ition. In deciding such a legal question, the 
intent of Congress is of primary importance. The court, in deter- 
mining the intent of Congress, must rely upon any legislative history 

ailable, the judicial construction of the meaning of the words them- 
sel es, and finally, any arguments presented by opposing counsel. 

In the case mentioned, the American Legion filed a brief as friend 
of the court, and is quite naturally displeased with the decision ren- 
dered. Any further appeal of this case, and its subsequent outcome, 
however, is not of primary importance at this time. It is referred to 
at this time in order that this committee may have the advantage of 
certain background material in making any decisions with reference 
to the mutual secur ity program legislation for the fiscal year 1955. 

In House Report 1922 of the 82d Congress, there was a statement 
to the effect that this particular wording had as its purpose to dismiss 
employees without reference to any existing reduction-in-force laws 
or regulations; however, the final phrase did not contain this language 
and the only particular wording left to raise the question was the word 
“determination.” Nevertheless, this legislative history contained in 
House Report 1922 of the 82d Congress was very damaging. 

The same wording was used in Public Law 118 of the 83d Congress ; 
however, there is no legislative history that Congress had the same 
intent when enacting the same provision in the second law. The court, 
therefore, has decided that Congress, by this legislation, intended to 
1epeal the Veterans’ Preference Act of 1944. 
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As I said before, the Legion disagrees with this decision, but what 
we are interested in here is not the outcome of one case, but the fact 
that in the legislation being considered, there be no intent to repeal 
the Veterans’ Preference Act. This committee fully realizes that the 
wording referred to is not the only statement which could accomplish 
this purpose, but that a myriad of words or phrases could possibly 
be interpreted to accomplish the same result and that the recorded 
intent of Congress, in the reports and statements made concerning any 
item of legislation which makes up the legislative history, are of pri- 
mary importance and that the American Legion is deeply conc erned 
as to whether or not it is the intent of Congress to repeal the Veterans’ 
Preference Act. 

I do not wish to burden the record with an analysis of all of the 
sections of the proposed legislation; however, keeping in mind the 
fact that such a purpose can be accomplished by almost any statement, 
I would like to point out that certain parts of title IX could very 
easily be used as authority to circumvent veterans’ preference. 

This is especially true when the administrative official is prone to 
do so. When in any particular instance, the legal interpretation by 
the agency is finally determined to be right or wrong, the individuals 
involved suffer great hardships since the administrative and legal 
processes move slowly and very often a period of time in excess of a 
year elapses before the final determination can be reached. 

It is also interesting to note that the legislation and agency con- 
cerned here is not the sole instance where it is alleged the Veterans’ 
Preference Act has been repealed by implication. "To sum up, then, 
I would like to point out to this committee that the American Legion 
is deeply concerned over the various interpretations given certain 
sections of legislation wherein it is determined it was intended to 
repeal the Veterans’ Preference Act by implication, especially when 
the principle being repealed is of such ‘long standing. 

It is inconceivable that such a principle w vhich has existed for almost 
100 years in this country would be repealed in such a manner and that 
if such is the intent of any legislation, it should be so stated, or if it is 
not the intent, that, also, should be stated. 

I wish to thank you for your courtesy in extending me the oppor- 
tunity to present the views of the American Legion on this question. 

Chairman Currerrie.p. Thank you, Mr. Mears. I think you have 
raised a very important point. 

Are there any questions? Mr. Vorys 

Mr. Vorys. I have no questions. 

Mrs. Boiron. The statement is very clearly put, and we are very 
glad to have it. 

Mr. Mears. Thank you very much. 

Chairman Curperrietp. Mr. Greene—— 


STATEMENT OF FRANCIS T. GREENE, EXECUTIVE VICE PRESIDENT, 
AMERICAN MERCHANT MARINE; AND REPRESENTING THE PA- 
CIFIC AMERICAN STEAMSHIP ASSOCIATION, AND ASSOCIATION 
OF AMERICAN SHIP OWNERS 


Mr. Greene. It is pleasure to be here. 
My name is Francis T. Greene. I am executive vice president of 
the American Merchant Marine Institute, whose members comprise 





the majority of American-flag operators in all categories of ocean 
shipping. 

In appearing here to state the support of the industry, in principle 
at least, for section 809 of the proposed working draft which nae 
to secure fair and reasonable cargo-preference “for United States-fia; 
vessels, I speak not only for the American Merchant Marine Ins titute, 
but also for Pacific American Steamship Association and the Asso- 
ciation of American Ship Owners, whose representatives, Messrs. 
Ralph B. Dewey and Hugh S. W illiamson, participated in the prepa- 

ration of this statement, and are available to answer questions or sup- 
plement my remarks. Together, we represent substantially all of the 
American merchant marine. 

Section 809 provides: 

Such steps as may be necessary shall be taken to assure, as far as practicable, 
that at least 50 percent of the gross tonnage of commodities, materials and equip- 
ment procured out of funds made available under sections 103, 105, 203, 302, 
401, 501, and 605 of this act and transported to or from the United States on 
ocean vessels, computed separately for dry-bulk carriers, dry-cargo liner and 
tanker services and computed separately for sections 108 and 105 (taken 
together) and for sections 203, 302, 401, 501, and 604 (taken together), is so 
transported on United States-flag commercial vessels to the extent such vessels 
are available at market rates for United States-flag commercial vessels; and, in 
the administration of this provision, steps shall be taken, insofar as practicable 
and consistent with the purposes of this act, to secure a fair and reasonable 
participation by United States-flag commercial vessels in cargoes by geographic 
area. 

I am sure that I need not remind this committee that it has been 
our unswerving national policy to maintain and promote an adequate 
merchant. marine since as long ago as 1790. In modern times, the 
Merchant Marine Act of 1920 reaflirmed this policy in ringing words: 

* * * the United States shall have a merchant marine of the best-equipped and 
most suitable types of vessels sufficient to carry the greater portion of its com- 
merce and serve as a naval or military auxiliary in time of war or national 
emergency, ultimately to be owned and operated privately by citizens of the 
United States. 

Eight years later, this policy was again expressly confirmed by the 
Merchant Marine Act of'1928. In 1936, the Merchant Marine Act 
of that year, once more, reaffirmed this policy, insisting that we— 

* * * shall have a merchant marine sufficient to carry ** * * a substantial 
portion of the waterborne export and import foreign commerce of the United 
States. 

Finally, in 1946, faced with postwar conditions, the Congress, in 
the Merchant Ship Sales Act of that year, again restated this policy 
in identical words. 

A “substantial portion of the waterborne export and import foreign 
commerce of the United States” has been again and again stated in the 
legislative history of this and many other statutes to mean at least 50 
percent of our foreign commerce. Although the effectuation of this 
objective has had its ups and downs over the years, our national ship- 
ping policy has continued unchanged. This national shipping policy 
is, and must continue to be, the premise for congressional action. 

The language of section 809 is lifted largely ‘from section - (a) 
(2) of the ECA Act. Lf one recalls that basically similar cargo- 
preference legislation has been enacted by the Congress on six differ ent 
oceasions since 1948, it becomes apparent that this represents no 
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departure from policies established by Congress and accepted by the 
executive branch of the Government. As recently as May 3, 1954, the 
Under Secretary of Commerce for Transportation, in a report on 
maritime affairs concluded : 

The cargo-preference provisions of existing law should be continued in effect 
as a part of our national maritime policy. 

At this point, let me emphasize that section 809 does not seek to con- 
trol the routing of commercial cargoes. It is directed solely to cargoes 
which are directly generated by our Government and paid for or 
financed by the American people. Thereby it would give vitality to 
our national shipping policy that a substantial portion of our foreign 
commerce should move in American-flag ships. 

The American merchant marine is facing the stark realities of to- 
day’s conditions in United States international trade and trying to 
meet the intense competition of foreign-flag ships operating as they 
do at far lower costs than our own. Ours is now a struggle for sur- 
vival and with our success or failure rides the fate of the American 
shipbuilding industry. 

Today, over 100 privately owned American freight ships are laid 
up for lack of cargoes, ships which do sail move ‘with only partial 
loads. Our shipyards, according to present indications, will be with- 
out a single order in less than 12 months. 

These conditions have implications far beyond the immediate 
parties at interest for we are a dual-purpose industry, serving trade 
in time of peace and our Armed Forces as a military auxiliary in time 
of war. In this connection, let me quote from the staff papers on 
merchant marine policy of the so-called Randall Commission issued 
earlier this year: 

* * * While commercial considerations have been important in the develop- 
ment of a national shipping policy, it is fair to say that defense needs are the 
major guides to shipping policy today. 

Our experience in two world wars and in the Korean conflict bears out the 


need for a shipping and shipbuilding potential as part of the Defense Establish- 
ment. 


If shipping be chosen as a potential instrument for closing foreign 
nations’ dollar gap, this same report stated— 


~ 


it is obvious that shipping should not be looked npon as an easy way of 
rectifying foreign payments imbalances. 

As to our current operating status as a military auxiliary, defense 
authorities have time and again, within the last few months, testified 
as to our inadequacy which they measure as being 214 ships short of 
immediate impact requirements. 

Secretary Weeks last month told a committee of Congress: 

Weiched in terms of a war and national emergency, the merchant fleet is grossly 
inadequate. 

As to our shipyard potential, Admiral Leggett, Chief of the Bureau 
of Ships, stated on April 14 last: 

A healthy private shipbuilding industry, which is a primary concern of the 
Bureau of Ships, cannot be maintained by Navy shipbuilding programs alone. 
It is dependent also upon the existence of a healthy merchant marine which, in 


turn, depends upon our ability to compete snecessfully with the fleets of foreign 
nations. 





This is the American shipbuilding industry which, in World War 
LI, was called upon to build 5,280 vessels in the defense of this Nation 
and our allies—allies who, under the circumstance of war and devasta- 
tion could produe e not even ZU percent of our volume. 

It has long been our national goal to carry in our own ships at least 
one-half of our waterborne commerce. We are steadily and con- 
tinuously falling further short of attaining such aims to the extent 
that we now carry only about 30 percent of our export and import 
trade. 

The American merchant marine needs this legislation to assure its 
fair and reasonable participation in cargoes generated and control- 
able by our Government. We would suggest, therefore, that the 
shipping section of the draft proposal be applied to all Government 
vid, not merely those sections specified in the present language. 

It is vital to bear in mind that, according to the economic report 
of the President, January 28, 1954, over 31 percent of our total exports 
last year resulted from United States grants and credits overseas. 

If Government aid continues and the American merchant marine is 
not given a fair share of these cargoes, it would be left with the limited 
opportunity of competing for only that part of our total trade com- 

wrised of commercial exports, a condition under which we would 
be forced to withdraw even more of our ships and grow further 
deficient. 

Government-aid cargoes are not, in the final analysis, a windfall 
of trade to the producer and the ocean carrier. They are, to a very 
large extent, a substitute for cargoes which would otherwise move in 
commercial channels, financed by one capital. 

Cargoes are the prerequisite of the merchant marine of this or any 
other country. Our American merchant marine exists only to carry 
out cargoes in our foreign trade in time of peace and to our troops in 
time of war. ‘The only truly direct support for America’s merchant 
marine is and always will be cargo. 

Now, Mr. Chairman, I would like to emphasize 2 or 3 features in 
the foregoing. We are speaking not merely for the Merchant Marine 
Institute, my own organization, but for the Pacific American Steam- 
ship Association, and ‘the Association of American Ste: umship Owners, 
whose representatives, Messrs. Dewey and Williamson, are here 
present and available for questioning. 

The problem with which the American merchant marine is now 
faced, namely, lack of cargo—fundamentally, lack of business to keep 
it within looking distance of a break-even point—is so critical, is so 
important, that for the first time in my memory, the associations 
representing the American merchant marine are speaking with one 
voice and in complete unanimity. Together, we represent substan- 
tially the entire American merchant marine. We wish to support 
the provisions of 809 as contained in the draft bill which were lifted 
very largely from the prior 50-50 clauses in section 111 of the Mutual 
Security Act. 

I should also emphasize that the 50-50 provision under which half 
of Government-aid cargoes must be transported in American bot- 
toms, is merely an implementation of the merchant marine policy of 
this country which has been in effect since long before 1920. In the 
Merchant Marine Act of 1920, and in the later acts of 1936 and 1946, 
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Congress has established the national policy that we should have 
a merchant marine capable of handling a substantial part of our 
commerce, 

Frankly, the whole world is up against a situation of desperate im- 
portance in the international field. The defense of the United States, 
the defense of the free world, depends upon many components of our 
security, the Army, the Navy, the Air Force, but even those three 
armed services are helpless unless they are backed up with adequate 
logistic support, unless they are backed up with supplies. Supplies 

can move across oceans in quantities only in ships. In World War I, 

and World War II, at the outbreak, we were faced with such a critical 
lack of shipping that the progress of the war was delayed, not for 
months, but for years, in both cases, and many, many American lives 
were lost because our Armed Forces didn’t have the material with 
which to get the war over with as soon as possible. 

The American merchant marine, faced as it is with a very high 
operating cost, as compared with the low costs of foreign-flag lines, 
is in part, at least, subsidized, but a great deal of it is not subsidized. 
Subsidies alone are not the answer. No subsidy can be the equiva- 
lent of cargoes, which are the grist of business, that any organiza- 
tion must have if it is to keep in operation—if it is to be ready not only 
to serve commerce in time of peace, but immediately ready to go into 
action to serve citizens of America and, indeed, the citizens ‘of the 
free world, in times of crisis or war. 

Today, over 100 privately owned American freight ships are laid up 
for lack of cargoes. Our shipyards, according to present indications, 
will be without a single order in less than 12 months. The plight 
of both the shipbuilding industry and the merchant marine Claty 
of America is of great concern to the Department of Defense. 

Admiral Leggett, Chief of the Bureau of Ships, recently testified 
that a healthy, private shipbuilding industry is a primary concern of 
the Bureau of Ships. It cannot be maintained by Navy shipbuilding 
programsalone. It is dependent, also, upon the existence of a healthy 
merchant marine which, in turn, depends upon our ability to compete 
successfully with the fleets of foreign nations. 

This is the shipbuilding industry to which the whole free world— 
not just America, but the whole free world, all of our allies—looks, 
and to which it must continue to look for ocean transportation, 
should—God forbid—W orld War III break out. 

In World War II, the American shipbuilding industry built, and 
the American merchant marine operated, over 5,280 vessels to supply 
our armies and the armies of our allies in both ends of the world. 

During the same time, the Allies during war were able to pro- 
duce only 11 million tons of shipping, although they lost, due to war 

casualties, over 29 million tons of shipping. 

In other words, the shipbuilding facilities of the rest of the free 
world can meet only a fraction of the need. To have shipbuilding, 
to have the technique and ability to operate ships, you have to have 
an organization going in times of peace. 

It is for this reason that we request this committee to weigh and 
balance, as I know it will, the two objectives—first of providing aid, 
both military and economic, to our foreign friends, and secondly, of 
maintaining our defense posture, which includes the American trans- 
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portation posture, that is going to be absolutely necessary for their 
protection in the event of the outbreak of another world struggle. 

Ships are like citizens. They owe their loyalty first and foremost 
to their own country, and a dependence upon foreign- flag shipping 
is a weak reed upon which to lean when those foreign- flag ships are 
withdrawn to serve the economies or the defense needs of their own 
countries, as they have been in World War I and World War II. 

Finally, sir, with your indulgence, I should like to urge that this 
committee extend the provisions of section 809, not merely to the 
specified sections but to funds made available under this act where 
they involve the transportation across the ocean of aid of one kind 
or ctor under this act, rather than limiting the shipping clause 
to kinds authorized by particular sections of the draft bill. 

We would also urge, and there is a bill to this effect now pending 
before the House and Senate, that 50-50 provisions be applicable 
to offshore procurement. That is where we purchase aid in one 
foreign country for delivery in another. Our reason is that if it is 
sound national policy to try to get a half of our own aid cargoes in 
eur own ships, which move ‘from the United States outbound, I think 
it is equally sound policy to give our shipping a chance to participate 
in the aid movements from foreign country A for delivery to foreign 
country B. 

I thank you very kindly for this opportunity to testify. 

Chairman Currrrriecp. Thank you, Mr. Greene. Are there any 
questions? 

Mr. Vorys. I have a question. 

Mr. Greene, as you would probably know, I think there has never 
been a member of this committee who does not realize the importance 
of our merchant marine and who does not realize that in order to have 
a merchant marine adequate for M-day emergency, we’ve got to sub- 
sidize it. The only question that is involved in this legislation is 
whether the subsidy should be direct or indirect. 

Now, how are the shipping rates for these cargoes determined ? 

Mr. Greene. In the case of what we call the berth lines—those are 
the regularly scheduled carriers in regular trade routes—the rates in 
almost all instances are determined by international shipping con- 
ferences of which our American lines are members although they are 
minority members. 

The rates are uniform as to all members of the conference, and as 
to nonmembers of the conference, their rates are about 10 percent 
lower than conference rates. 

In the case of berth-line shipments, which is a large part of it, there 
would be no difference in overall cost, except that one country may be 
able to pay for it in local currency. 

In the case of tramps, sir, the market is a pure supply and demand 
market as determined by bids and offers. There, on the tramp ship- 
ment, the foreign-flag lines can very seriously underbid American- 
flag ships because they can operate them for only a quarter of the cost 
of ‘operating a ship under the American flag. 

Mr. Vorys. We have been told in previous years that our aid pro- 
grams cost hundreds of millions of dollars because of the 50-50 shins 
ping provisions, and that the additional amount that went into this 
was not aid or relief for foreign countries, but a form of aid and relief 
to our own shipping. 
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Now, you are no doubt familiar with that evidence or testimony 
that has been given here a number of times. 

The question that is involved is not whether there should be any 
necessary subsidy for our merchant marine, but whether the most 
economic way to furnish the subsidy is through this device, which, of 
course, has its administrative problems of deciding when you hit 50- 
50, and so forth. 

Have you gentlemen, or has your association, prepared recently 
any statements on that? 

Mr. Greene. I have no figures at. hand as to the increased cost to 
the foreign-aid programs of the 50-50 programs. I will ask Mr. 
Alvin Shapiro, our Director of Research, if he has an estimate at his 
fingertips. 

Mr. Suartro. IT do not have it. 

Mr. Vorys. I know we would like to have that information. 

Mr. Greene. Mr. Vorys, your question had another point to which 
I would like to address myself, namely, whether or not the best method 
would be to furnish a direct subsidy to the shipping industry. 

Mr. Vorys. Not “a” direct but a more direct subsidy. 

Mr. Greenn. In my opinion, carried to its ultimate, that wouldn't 
work, because then you would have the most highly subsidized and 
the most unemployed merchant marine in the world. 

Like a squadron of bombers, the merchant marine ships have to 
operate. They can only operate with cargoes in their holds. Dollars 
can never be a substitute for cargo which means business, which keeps 
the whole mechanism turning and operating. 

Mrs. Bouron. What is the matter with the cargo? Why can’t you 
get the cargo? 

Mr. Vorys. They can’t compete; that is why. 

Mrs. Boiron. Is the competition on price? 

Mr. Greene. It is competition on price, particularly in tramp ships. 
Under Secretar y Murray testified recently, and we know these figures 
are true, that it costs approximately $24,000 a month to operate an 
American C-2 freighter under the American costs of operation, which 
is a reflection of our high American living standards. The British 
can operate the same ship for a little bit more than $4,000 a month, 
which gives them a tremendous margin. 

Mr. Vorys. Now, my point, and I think Mrs. Bolton’s point, is 
this: If that is a $20,000 differential per month, wouldn’t it be better 
to pay that directly and then let our tramps compete with the rest 
of the world, rather than have this 50-50 arrangement and other 
arrangements that hike the ships’ rates for everybody, as I under- 
stand it? 

For instance, would you be in favor of putting into 809, “provided 
that the freight rates shall be comparable to the foreign freight 
rates” ? 

Mr. Greene. I don’t think that would be fair, or that it would 
work, sir. In the light of experience under the laws as they read, 
which ties it down to market rates for United States-flag commercial 
vessels such a provision would eliminate American tramp shipping 
from competing for foreign aid cargoes. 
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Mrs. Borron. Will the gentleman yield ? 

Mr. Vorys. I yield. 

Mrs. Bouron. I have been approached by any number of merchan- 
dising people who are trying to sell their products, and they find 
the 50-50 proposition difficult. They want to have 25 to 75, and let 
the other people carry it, because they can’t afford to ship their 
materials over on the American ship prices. That is one reason they 
are not shipping them. So they are losing out in their share of the 
program, because they can’t afford the shipping costs. 

Mr. Greene. In the case of the berth lines, the only differential 
would be the fact that the freights are paid in dollars. You have a 
uniform rate there. In the case of bulk commodities that are suitable 
to whole shiploads you will, of course, at the present time, at least, have 
a somewhat higher charter bid rate, although when there is a shipping 
shortage you will find that the foreign-flag ships come right up almost 
to it, because it is a supply and demand market. 

Mrs. Bouron. Thank you, Mr. Chairman. 1 won’t interrupt again. 

Chairman Currerrietp. Are there any further questions? 

Mrs. Keiiy. I have one question. I don’t know whether Mr. Greene 
can answer it, Mr. Chairman, but the United States has a good security 
check on ships flying the American flag. 

Do you know of any changes that might be suggested for other 
nations, to have the same security and check on their cargo, of ships 
flying their flag? 

Mr. Greene. There are manifests covering the cargo of every ship, 
and when they come into our ports, they are inspected by customs 
inspectors. 

Mrs. Kreiiy. Are there any suggestions we might recommend to 
other governments for greater security regulations on the cargo a ship 
flying their flag is carrying? 

Mr. Greene. I have not considered that before. I will be glad to 
discuss it with people in the Coast Guard and people in the Department 
of Defense. 

Mrs. Ketiy. As vice president of your organization, I want your 
personal viewpoint. 

Mr. Greene. I have not been aware that there was a problem in the 
security of foreign cargoes on foreign-flag ships. 

Are you referring to the East-West trade problem ? 

Mrs. Ketxiy. Iam referring to any trade. 

Mr. Greene. Any steps we are able to get participating free nations 
to take which will police certain understandings that certain types of 
cargo will not move to certain countries—if I can take myself back to 
1949 and 1950, when I was interested in military assistance—I can say 
that it would be a great help, it would seem to me, to the whole pro- 
gram, to do anything which would reduce the flow of strategic war- 
important materials to countries of the world that are antagonistic to 
us and to our policy. 

Was that your question ? 

Mrs. Kexiy. Yes, thank you. 

Chairman CurrerrieLp. Your time is up, Mr. Greene. I am sorry. 


Mr. Wilson 
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STATEMENT OF E. RAYMOND WILSON, EXECUTIVE SECRETARY, 
FRIENDS COMMITTEE ON NATIONAL LEGISLATION 


Mr. Witson. My name is E. Raymond Wilson. I am executive 
secretary of the Friends Committee on National Legislation, 104 C 
Street NE., Washington 2, D.C. Iam appearing today in behalf of 
the humanitarian economic aid, technical assistance, and refugee and 
relief programs of the Foreign Operations Administration and the 
United Nations agencies. 

Our organization is deeply concerned that continued and expanded 
support be given by the people and the Government of the United 
States to the important work of the United Nations and to the spe- 
cialized international agencies. This work has contributed immeas- 
urably to building international understanding and cooperation be- 
tween people. In addition, the United Nations agencies are a positive 
force both in allaying and preventing those conditions and circum- 
stances which lead to poverty, sickness, discontent, and war. 

We believe that the United States should by all means continue the 
excellent work in technical assistance now being carried on by the 
Foreign Operations Administration, which was formerly under the 
Technical Cooperation Administration. We would urge, however, 
that Congress place more emphasis on the United Nations programs. 

We should like to make a special plea for various United Nations 
activities, in addition to our support of the work of technical coopera- 
tion. These programs include the Emergency Fund of the Office of 
the High Commissioner for Refugees, the United Nations Children’s 
Fund, the United Nations Relief and Works Agency for Palestine 
Kefugees, and the United Nations Korean Reconstruction Agency. 

The U. N. Office of the High Commissioner for Refugees’ Emergency 
Fund: I want to make a special appeal for United States participation 
in the Emergency Fund for the Office of the High Commissioner for 
Refugees. 

I think that was mentioned yesterday but will be spoken to in more 
detail in a few days. The Office of the U. N. High Commissioner 
was continued for a period of 5 years from January ‘L, 19: 54, by action 
of the U. N. General Assembly in October 1953. The mandate of the 
office covers approximately one and a half million refugees, more than 
a million of whom are in Europe. This worldwide responsibility for 
legal aid and protection includes all refugees except those who are 
assisted by the other two agencies of the United Nations, UNKRA in 
Korea, and UNRWAPR in the Arab countries. 

The major responsibility of the High Commissioner’s Office is this 
legal protection, and general assistance of governmental and private 
efforts to promote the settlement of refugees. However, the High 
(Commissioner is also caring for several thousands of people left nearly 
destitute as a result of the war and its aftermath. A special emer- 
gency fund was set up under his office for the purpose of caring for 
the so-called hard core cases and special groups of refugees who 
do not fall within the jurisdiction of the other two U. N. refugee 
programs, nor the Intergovernmental Committee for European Mi- 
gration, nor the United States escapee program. 

These unfortunate people include a out. 15,000 European refugees 
in China, and refugees of European origin in the Middle East, who 
are entirely dependent on such help as can be given from the U. N. 
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Refugee Emergency Fund and by the voluntary agencies. In Greece, 
while the distress among Greek nationals may to some extent be met 
through public assistance and the help given by religious and volun- 
tary agencies, yet the foreign refugees find themselves mainly de- 
pendent on aid from international sources, because of the strict policy y 
of economy imposed by the low national income in Greece. Serious 
emergency refugee problems exist in Turkey also, as well as in 
Austria, fran, and Italy. 

The general budget for 1954 for the High Commissioner's Office, 
passed by the General Assembly, is $685,000, which is exclusively for 
the administrative costs of the Office itself and its branches, and not 
for the direct care and maintenance of refugees themselves. Of this 
sum, the United States contributes its regular percentage for United 
Nations organizations. 

For calendar 1954, the High Commissioner, according t o established 
United Nations procedure, has addressed letters to 37 governments 
requesting further contributions to the emergency fund of $1,084,000. 
The first three to respond were Sw itzerland, Australia, and the Holy 
see. 

In spite of appeals by the High Commissioner, no contributions 
have been made by the United States so far, nor was such a request 
included in the President’s budget submitted in January. We under- 
stand, however, that the administration has now decided to make a 
request for a contribution to the emergency fund this year. 

Ve would like to recommend that the United States Government 
make available a sum of at least $500,000 which would be around 2: 
percent of what governments have been asked to contribute in 1953 
and 1954. 

This would be tangible evidence of the willingness of the United 
States to follow through with the problems left upon the dissolution of 
the U. N. International Refugee Organization. Such a contribution 
would be another concrete expression of the concern of our great 
democracy for the plight of unfortunate people who are suffering 
because of the ravages of war and the tides of political persecution. 

It would be another denial to any possible claim that our Govern- 
ment is cold or heartless to distressed people or that we are indifferent 
to the adequate functioning of any U. ¥ organization. Fora country 
that itself was not overrun and destroyed by war, and which enjoys 
the highest standard of living in the world, it would answer the 
cynicism and paganism now too widespread. It would demonstrate 
that we stand ready to help our displaced fellow men find new homes 
and a new start, and it would guarantee that in their plight and sick- 
ness they should not die because we had withheld some of the bounty 
with which God has blessed us. 

Mr. Vorys. Mr. Wilson, as I understand it, this is something that 
has never been carried in our bill but is part of the State Department 
appropriation for the United Nations and its various specialized 
agencies. We have never had this part of the budget before us. 

“Mr. Wirson. As T point out in this testimony, there has not been 
an administration request previous to the present time, but I believe 
Mr. Key said there would be one formally laid before this committee. 

Whether it will finally be incorporated in this bill or another bill, 
the authorization comes to the Foreign Affairs Committee. 





Yesterday Dr. Martha Eliot made a vivid plea for the work of the 
United Nations Children’s Fund, which has helped children in 78 
countries. The appropriation asked for was $13.5 million for 
months, which in terms of our world’s needs and the capacity of the 
United States to share our abundance, ought to be a great deal larger. 

While the Congress should encourage other nations to give more in 
total funds, and more in proportion, we would urge that the C ongress 
not put an absolute limitation now of 60 percent for United States 
contributions to the central fund of UNICEF, but leave that provision 
flexible enough so that the entire sum of $13.5 million will be available 
by June 30, 1955. 

I think it is very desirable to work for larger amounts and larger 
proportions for other nations, but we shouldn’t penalize the women 
and children of the world if that goal cannot be achieved within the 
next 18 months. 

Dr. Eliot pointed out yesterday that United States contributions in 
1953 were about 24 percent of the total expended by contributing and 
receiving countries combined. Suppose the circumstances were re- 
versed, and the child to be helped were your child or my child? 

We would plead that more of our surplus commodities of dried milk, 
butter, cheese, cotton, and so forth be made available to United Nations 
organizations, me Uae UNICEF and the relief programs in the 
Middle East and Kore 

U.N. technical cieatbiine: T should like to make a few comments 
in support of the $18 million requested for the technical assistance 
work of the U. N. agencies and the Organization of American States. 

Our organization feels strongly that much greater emphasis should 
be given by the United States to technical assistance work through 
United Nations or: ganizations for two main reasons. 

First, United Nations agencies can draw on a far larger reservoir 
of experts and technical know-how for a given country’s problems than 
can the United States alone. 

Second, international teams are frequently better received and make 
a far better psychological impact than do teams from one country 
alone—particularly in those countries which are newly independent, 
and just now emerging into democratic governments. These peoples, 
unfortunately, remember centuries of domination and exploitation by 
white, colonial powers—and frequently fear a repetition of such 
influence in some other guise. 

This is not to say that the unilateral technical assistance programs 
now carried on by the FOA are not excellent and badly needed. They 
are. However, we would feel that the United States should place 
more emphasis on the international programs—and we would look 
forward to the fulfillment of the recommendation of the Interna- 
tional Development Advisory Board that the U. N. program be doubled 
in 5 years as a bare minimum. 

As was pointed out yesterday in countries that have just gained 
their independence, a U. N. contribution may be better than one from 
a single country in view of colonialism and fear in some countries that 
they might be subject to political or economic pressures through 
economic aid or technical assistance. 

I want to comment now along the lines that I had the opportunity 
to testify to before the Merrow subcommittee in appealing to the 





Foreign Affairs Committee to give thoughful consideration to, first, 
much greater emphasis in terms of money and a longer timetable in 
planning, so that personnel and projects can be outlined over a longe* 
period of time, and that the constructive work of economic aid and 
technical assistance can have a firmer base. Second, the question that 
has been raised a number of times, as to whether there would be ad 

vantage of dividing the budgets of certain of these programs into an 
administrative budget where the United States would take its normal 
proportions for international participation, and a program budget of 
actual supplies and operations where the United States would con- 
tribute realistically to that program, depending on what needed to be 
done, what we could furnish, and what other people could furnish 
without the precise limitations that now apply to those mutual 
progranis. 

To a large degree that is actually happening so far in the Korean 
program and the Palestine program and in the U. N. technical 
assistance program. 

I would like to add our support for the continuation of efforts 
to seek a permanent solution to the conflict in the Middle East and the 
continuation of economic aid and work programs and relief to the yet 
unsettled refugees that number somewhere in the neighborhood «¢ 
800,000, 

An even larger problem faces the world in rebuilding Korea. The 
South Korean Government has published figures indicating property 
destruction amounting to over $3 billion and indicating that 5.5 mil- 
lion people are still without homes. Measure the estimated need 
against the appropriations being asked for and we should ask ourselves 
whether we are doing all we can or should to help rebuild a country 
where the world }has made its first combined military stand against ag- 
gression and where democracy cannot easily be established in the wake 
of homelessness and hunger. 

If I might, Mr. Chairman, I would like to say a word in support of 
two items not in the formal testimony here. 

The section in here of aid for India, a country whose foreign policy 
has not always been strictly in line with what America has desired, 
and yet we have had a policy of neutrality for 150 years prior to the 
Second World War. 

Here is a country of more than 300 million people who have newly 
acquired their independence. It seems to me that the more help we 
can give countries like India, Pakistan, Burma, Ceylon, the Philip- 
pines, Indonesia, Japan, and other areas of the world that are emerg- 
ing into more and more self-government, the better it will be for their 
future and our future. 

Another item that I think is in this foreign aid bill is that of re- 
funds of ocean freight charges for the shipme nt abroad of supplies 
from this country for distribution by voluntary agencies in needy 
countries. 

That was based in part upon the theory that it was to the interest 
of the Congress and the taxpayer to encourage the personal voluntary 
distribution of supplies to the maximum degree possible. Oftentimes 
there were gifts in kind to agencies where it was difficult for them to 
accept those gifts unless they - could be assured of the freight, and that 
this modest subsidy for the distribution of goods and food and supplies 
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abroad has greatly enlarged and enhanced this policy of person-to- 
person distribution. 

Finally, in our discussion of money, matching principles, percent- 
ages, contributions, and the like, let us remember first that we are 
dealing with people, people who are hungry, or sick, or without homes. 
Let us remember that they are children of the same God and deserve 
an opportunity to live and grow in dignity and freedom and well- 
being. " 

This combined program of technical assistance, economic aid, aid for 
refugees, and for reconstruction and for the world’s children, both 
through the United States and United Nations program is just over 1 
cent out of each dollar of the total proposed budget of the United States 
of $65.6 billion. 

We appreciate this opportunity, Mr. Chairman, of appearing before 
your committee in behalf of these various requests and bespeak your 
wholehearted support of every one of these programs. 

(The prepared statement of Mr. E. Raymond Wilson follows :) 


STATEMENT OF E. RAyMonpD WILSON, EXECUTIVE SECRETARY, FRIENDS COMMITTEE 
ON NATIONAL LEGISLATION, ON AUTHORIZATIONS FOR FOREIGN AID 


My name is BE. Raymond Wilson. I am executive secretary of the Friends 
Committee on National Legislation, 104 C Street NE., Washington 2, D.C. I am 
appearing today in behalf of the humanitarian economic aid, technical assistance, 
and refugee and relief programs of the Foreign Operations Administration and 
the United Nations agencies. 

Our organization is deeply concerned that continued and expanded support he 
given by the people and the Government of the United States to the important 
work of the United Nations and to the specialized international agencies. This 
work has contributed immeasurably to building international unterstanding and 
cooperation between people. In addition, the United Nations agencies are a 
positive force both in allaying and preventing those conditions and circumstances 
which lead to poverty, sickness, discontent, and war. 

We believe that the United States should by all means continue the excellent 
work in technical assistance now being carried on by the Foreign Operations 
Administration, which was formerly under the Technical Cooperation Adminis- 
tration. We would urge, however, that Congress place more emphasis on the 
United Nations programs. 

We should like to make a special plea for various United Nations activities, 
in addition to our support of the work of technical cooperation. These programs 
include the Emergency Fund of the Office of the High Commissioner for Refugees, 
the United Nations Children’s Fund, the United Nations Relief and Works 
Agency for Palestine Refugees, and the United Nations Korean Reconstruction 
Agency. 


THE U. N. OFFICE OF THE HIGH COMMISSIONER FOR REFUGEES’ EMERGENCY FUND 


I want to make a special appeal for United States participation in the Emer- 
gency Fund for the Office of the High Commissioner for Refugees. This Office 
was continued for a period of 5 years from January 1, 1954, by action of the 
United Nations General Assembly in October 1953. The mandate of the Office 
covers approximately one and a half million refugees, more than a million of 
whom are in Europe. This worldwide responsibility for legal aid and protee- 
tion includes all refugees except those who are assisted by the other two agencies 
of the United Nations, UNKRA in Korea and UNRWAPR in the Arab countries. 

The major responsibility of the High Commissioner’s Office is this legal 
protection and general assistance of governmental and private efforts to pro- 
mete the settlement of refugees. However, the High Commissioner is also 
caring for several thousands of people left nearly destitute as a result of the 
war and its aftermath. A special emergency fund was set up under his auspices 
for the purpose of caring for the so-called hard-core cases and special groups of 
refugees who do not fall within the jurisdiction of the other two U. N. refu- 
gee pregrams, nor the Integovernmental Committee for European Migration, 
nor the United States escapee program. 





These unfortunate people include about 15,000 European refugees in China, 
and refugees of Huropean origin in the Middle East, who are entirely dependent 
on such help as can be given from the U. N. Refugee Emergency Fund and by 
the voluntary agencies. In Greece, while the distress among Greek nationals 
may to some extent be met through public assistance and the help given by 
religious and voluntary agencies, yet the foreign refugees find themselves mainly 
dependent on aid from international sources, because of the strict policy of 
economy imposed by the low national income in Greece. Serious emergency 
refugee problems exist in Turkey also, as well as in Austria, Iran, and Italy. 

The general budget for 1954 for the High Commissioner’s Office, passed by 
the General Assembly, is $685,000, which is exclusively for the administrative 
costs of the Office itself and its branches, and not for the direct care and main- 
tenance of refugees themselves. Of this sum, the United States contributes 
its regular percentage for United Nations organizations, 

For calendar 1954, the High Commissioner, according to established United 
Nations procedure, has addressed letters to 37 governments requesting further 
contributions to the emergency fund of $1,084,000. The first three to respond 
were Switzerland, Australia, and the Holy See. 

In spite of appeals by the High Commissioner, no contributions have been 
made by the United States so far, nor was such a request included in the Presi- 
dent’s budget submitted in January. We understand, however, that the admin- 
istration has now decided to make a request for a contribution to the emer- 
gency fund this year. 

We would like to recommend that the United States Government make avail- 
able a sum of at least $500,000, which would be around 25 percent of what gov- 
ernments have been asked to contribute in 1953 and 1954. This would be tan- 
gible evidence of the willingness of the United States to follow through with 
the problems left upon the dissolution of the U. N. International Refugee Or- 
ganizations. Such a contribution would be another concrete expression of the 
concern of our great democracy for the plight of unfortunate people who are 
suffering because of the ravages of war and the tides of political persecution. 
It would be another denial to any possible claim that our Government is cold 
or heartless to distressed people or that we are indifferent to the adequate func- 
tioning of any U. N. Organization. For a country that itself was not overrun 
and destroyed by war, and which enjoys the highest standard of living in the 
world, it would answer the cynicism and paganism now too widespread. It 
would demonstrate that we stand ready to help our displaced fellow men find 
new homes and a new start, and it would guarantee that in their plight and 
sickness they should not die because we had withheld some of the bounty with 
which God has blessed us. 


THE UNITED NATIONS CHILDREN’S FUND 


Dr. Martha Eliot made a vivid plea yesterday for the work of the United 
Nations Children’s Fund, which has helped children in 78 countries, The ap- 
propriation asked for was $13,500,000 for 18 months, which in terms of our 
world’s needs and the capacity of the United States to share our abundance, 
ought to be a great deal larger. While the Congress should encourage other 
nations to give more in total funds, and more in proportion, we would urge that 
the Congress not put an absolute limitation now of 60 percent for United States 
contributions to the central fund of UNICEF, but leave that provision flexible 
enough so that the entire sum of $13% million will be available by June 39, 
1955. Dr. Eliot pointed out yesterday that United States contributions in 1953 
were about 24 percent of the total expended by contributing and receiving coun- 
tries combined. Suppose the circumstances were reversed, and the child to be 
helped were your child or my child, 

We would plead that more of our surplus commodities of dried milk, butter, 
cheese, cotton, and so forth, be made available to United Nations organizations, 
including UNICEF and the relief programs in the Middle Bast and Korea. 


U. N. TECHNICAL ASSISTANCE 


I should like to make a few comments in support of the $18 million requested 
for the technical assistance work of the U. N. agencies and the Organization 
of American States. Our organization feels strongly that much greater em- 
phasis should be given by the United States to technical assistance work 
through United Nations organizations, for two main reasons. 
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First, United Nations agencies can draw on a far larger reservoir of ex- 
perts and technical know-how for a given country’s problems than can the 
United States alone. Second, international teams are frequently better received 
and make a far better psychological impact than do teams from one country 
alone—particularly in those countries which are newly independent, and just 
now emerging into democratic governments. These peoples, unfortunately, 
remember centuries of domination and exploitation by white, colonial powers, 
und frequently fear a repetition of such influence in some other guise. 

This is not to say that the unilateral technical assistance programs now 
carried on by the FOA are not excellent and badly needed, They are. However, 
we would feel that the United States should place more emphasis on the inter- 
national programs, and we would look forward to the fulfillment of the recom- 
mendation of the International Development Advisory Board that the U. N. 
program be doubled in 5 years, as a bare minimum. 


LONGER PLANNING AND FINANCING 


In previous testimony before a subcommittee of this Foreign Affairs Commit- 
tee, I raised certain questions to which we hope you will now give thoughtful 
consideration : 

1. That the United States and other members of the United Nations should 
settle into our worldwide humanitarian tasks with much greater emphasis in 
terms of money to be expended, and also through a much longer timetable of 
planning and financing. 

2. That there might be an advantage in dividing the budgets of some of the 
specialized agencies into two parts, one covering administrative expenses, in 
which we would assume an appropriately limited share, and another for operat- 
ing programs, to which we would contribute realistic sums toward the kind of 
programs undertaken. In fact, to a large degree, that is what happens now in 
the U. N. technical assistance program, and is caring for refugees in Palestine 
and Korea. 


UNITED NATIONS RELIEF AND WORKS AGENCY FOR PALESTINE REFUGEES 


It is tragic that there are still well toward a million refugees in the Middle East 
who have not been able to go back to Palestine nor have they been absorbed by the 
Arab countries. We hope the United States will continue to use its good offices 
through the United Nations to seek a settlement in the Middle East which will 
make it possible for these unfortunate refugees to establish homes and livelihood. 
In the meantime, the United States should continue to contribute generously to 
the combined relief and works program through the United Nations Relief and 
Works Agency for Palestine Refugees, for the care of these homeless people. 


UNITED NATIONS KOREAN RECONSTRUCTION AGENCY 


An even larger problem faces the world in rebuilding Korea. The South Korean 
Government has published figures indicating property destruction amounting to 
over $3 billion, and indicating that 51%4 million people are still without homes. 
Measure the estimated need against the appropriations being asked for, and we 
should ask ourselves whether we are doing all we can or should to help rebuild 
a country where the world has made its first combined military stand against 
aggression, and where democracy cannot easily be established in the wake of 
homelessness and hunger. 

CONCLUSION 


In our discussion of money, matching principles, percentages, contributions, and 
the like, let us remember, first, that we are dealing with people—people who are 
hungry or sick or without homes. Let us remember that they are children of the 
same God, and deserve an opportunity to live and grow in dignity and freedom 
and well-being. This combined program of technical assistance, economic aid, 
aid for refugees and for reconstruction, and for the world’s children—both 
through the United States and United Nations program—is just over 1 cent out 
of each dollar in the total proposed budget of the United States of $65.6 billion. 

We appreciate this opportunity of appearing before your committee in behalf 
of these various requests, and bespeak your wholehearted support of each one 
of these programs. 


Chairman Currerrrevp. Are there any questions? 
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Mr. Fuuroxn. You spoke of the lack of food in Korea. Upon what 
do you base that promise 

Mr. Witson. I said the lack of homes. 

Mr. Fuiron. You said food and homes. Upon what do you base 
the premise that South Korea is without food ¢ 

Mr. Wuson. I didn’t realize I said food. I thought I was refer- 
ring to the 514 million who were without homes. I would hope that in 
On distribution of surplus foods, which is now under consideration 
by the Agriculture Committee, it may come to this committee, also, 
that provisions might be made for that distribution through United 
Nations agencies, and particularly to areas that have been devastated 
by the war, like Korea. and Palestine. 

We had hoped that our witness today might have been a member of 
our Executive Committee who was actually engaged in relief work 
in the Middle East for a time, and saw these programs in operation, 
but since word was only sent out peste srday, it was impossible for him 
to be here, so I appeared in his behalf 

Mr. Lanuam. You speak of aid to India and other countries in 
Asia. Do you think we ought to continue to give that aid, unless 
they want it? Now, Nehru has stated that he wants it just up to a 
point. And Mr. Singh, who is the head of the India League in Amer- 
ica has come out against any further aid. It puzzles me. I don’t 
know what to do. I would like to help the people in India, but it 
is difficult to do it if their government doesn’t want it done. 

Mr. Witson. Well, Mr. Bowles, who was our previous Ambassador, 
repeatedly said, I think, that in his judgment it would be a good in- 
vestment not to put in $50 million or $100 million, but $200 million 
or $300 million into the reconstruction of India. 

Mr. Lanuam. Over their objection ? 

Mr. Wirson. Not over their objection, no. 

Mr. Lannam. Well, they are objecting to it, now. They are not 
being indifferent, but they are saying, “We don’t want it.” 

Mr. Witson. There is objection in Indian circles to aid which has 
political strings attached. I think the American Friends Service 
Committee, and the Friends Committee on National Legislation have 
the strong feeling—and so far as the Service Committee is concerned 
it is based on 35 years experience—which is based on the thought 
that aid should not be given with undue political strings, but psycho- 
logically, the freer it is and the more willingly it is given, the more 
it really redounds to good will and the support of other peoples. 

Mr. Lanuam. I wasn’t speaking of political strings. 1 don’t think 
there have been many political strings on our aid to India in the 
past. But now, they are vocal about it and say in effect, “We don’t 
want your aid.” 

Mrs. Borron. Would the gentleman yield for a question ? 

Mr. Lannam. Yes, ma’am. 

Mrs. Bovron. Is it the group that is headed by Mr. Singh that is 
objecting ? 

Mr. Lanuam. Well, it is Mr. Singh, and he writes on the stationery 
of the league. 

Mrs. Boron. He hasn't been to India for heaven knows how many 
vears, has he? What does he know about the feeling out there? 
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Mr. Lanuam. I don’t know what he knows about it. I am just 
telling you what he has said. And he has heretofore testified in 
favor of aid to India. 

Mrs. Boiron. I have been corrected. I am just told he was there in 
1951. 

Mr. Smrrn. In 1951 and 1952 

Mrs. Bouron. I think we would have to know what he represents. 

Mr. Wrison. When the British left India, as I understand it, only 
about 11 percent of the population could read and write. Now, democ- 
racy rests in part upon the capacity of people to participate effectively 
in their Government. And there is a tremendous opportunity for the 
west to aid. India was plagued with famine and I think it was 2 or 
3 years ago when the bill was before this committee, at the request 
of the Indian Government, for about $200 million worth of wheat and 
food in order to overcome very serious famine created, in part, by 
locusts, by drought, and by floods, and so on. 

If India is to be more self-suflicient in food, she could benefit from 
irrigation from the bering of wells—and there is quite a thrilling 
story in technical assistance in the provision of tube wells in India, 
in the development of better varieties of crops, and of better methods 
of handling locusts and other plagues, and so on. 

Mr. Lannam. I agree with you thoroughly about that, and have 
always supported aid for India, but if they don’t want it, if we have 
to force it on them, I don’t think we ought to do it. 

Mr. Wirson. Well, I haven’t been aware that the Indian Govern- 
ment, itself, has not been desirous of aid, or the Indian people. 

Mr. Lannam. Well, now, the people and the Government are two 
different things. I don’t know how we can know what the people 
want except through what the Government says, and they say they 
don’t want it—except up to a point. 

Chairman Cuiperrretp. Mr. Smith—— 

Mr. Smiru. How can we justify aid to a country when its attitude 
is contrary to our own national interests, as evidenced by our foreign 
policy ¢ 

Mr. Witson. Well. is the attitude of India clearly contrary to 
American national interests? Our interest is in having people feel a 
real sense of responsibility, of feeling that they can make their deci- 
sions without dictation from outside. We may feel that they are mis- 
taken or unwise or not aware, or not concerned about certain aspects 
of foreign policy or the threat of communism that concerns us, but 
cooperation has to be freely and willingly given if it is going to really 
be effective. 

And I think the Indians have said time and time again that they 
are basically concerned with the development of a healthy democracy 
in India. Nehru has taken very stern measures within India toward 
the internal Communist menace. They say that maybe we don’t see 
all the problems they have in living with the rest of their neighbors 
in Asia. 

I think we have to remember that they are conditioned by 150 years 
of colonialism, which makes them perhaps unduly suspicious of the 
white man and his motives in India. But as I pointed out a minute 
ago, their policy—which is frequently called neutrality—is not very 
much different from the basic policy that the United States maintaine 
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from the time of Washington’s “no entangling alliances,” until after 
the Second World War. 

Mr. Sairu. I go along on the principle that we should be very care- 
ful what we try to tell other people, but it does seem to me that if you 
are speaking of the people as one group, and the Government as 
another, that is quite a different thing, it seems to me. But Nehru 
certainly has evidenced no friendliness toward the United States. 
Now, he may be perfectly justified, but the thing that the American 
people are concerned about is, are we going to continue to give this aid 
to a government which apparently sits on the fence and is not inter- 
ested or at least seems to be concerned only with its internal affairs 
at the expense of our foreign policy ¢ 

Mr. Wuson. Nehru has differed pretty sh: irply with American 
policy at two points. One was in terms of military participation in 
the Korean war, and other has been in terms of further military in- 
volvement in Indochina. 

I think, however, Nehru has tried to make it clear, and has spoken 
time and time again of his basic friendliness to the people of the l a 
States, to the democratic ideas of the United States. I wonder if i 
isn’t an oversimplification to say that Nehru is unfriendly to the Unite ‘d 
States ¢ 

He has differed very sharply with those two policies, as have a good 
many people in the United States, as far as that goes. 

Mr. Smrru. Do you think it is a very small matter when he says that 
our planes cannot cross India, and we’ve got to bypass India when we 
are on what we consider a mission of mercy? That is what he has done. 
It seems to me he has spoken out very strongly when he says, “You 
shall not pass.” 

Mr. Witson. When you go back through, as I say, a century and a 
half of emphasis in the United States upon neutrality—the fact that 
in 1920 it was the United States Senate which turned down our mem- 
bership in the League of Nations—if you go back to 1931 and 1932, the 
pleas of Mr. Stimson at that time for common action at the outbreak 
of the Manchurian conflict; of the pleas of the League of Nations for 
American support—at that time Ambassador Dawes sat in a hotel in 
Paris and representatives of the League of Nations who were trying 
to take common action in what seemed to them a threat of aggression, 
had to come and meet with him. That is only 25 years ago. 

If we could put ourselves back to that psychology, perhaps we would 
have more sympathy with the fear of the Indians of being involved. 

I think it was unfortunate that our Government presented the In- 
dian Government with that kind of a problem. 

Mr. Smiru. Thank you, Mr. Chairman. 

Chairman Cutrrerrietp. Mr. Fulton—— 

Mr. Futron. May I comment, first, our policy certainly has over- 
looked Tito’s action in Yugoslavia. Not only when he said you can’t 

yass, but. when he shot down our own United States plane with four 
condi init. There has been no apology and no particular change in the 
nature of the Communist government. When we have a free country 
like India, 1 think the people there have a right to make their own 
mistakes in policy and learn. I believe as a new country, they are 
doing it. 

Secondly, might I say this, because the question of the India League 
has come up: I am a member of the Board of the India League, and J 
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am a longtime personal friend of J. J. Singh. In fact, I have visited 
him over 25 years ago, stayed at his home with his family; 1 have 
known them and they have visited me in my home in Pittsburgh. Let 
me say that first, he was speaking for himself and not for the India 
League. 

Secondly, there are those of us in the India League who disagree 
with J. J. Singh, and have that perfect right. One of them is Dorothy 
Norman, who likewise disagrees, as do I. 

I would like to emphasize that the statement was a release to an 
Indian newspaper. He stated he felt he was changing his mind, but 
he might be wrong. He indicated uncertainty. 

So at the present time, Mr. J. J. Singh says he is open to correction 
if he is wrong on this policy, and I hope to be able, as a friend, to help 
correct him. 

Chairman Currerrietp, Thank you. 

Mr. Witson. Thank you, Mr. Chairman. 

Chairman Crirerrietp. Mr. Campbell—— 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE, COOPERATIVE LEAGUE OF JU. S. A. 


Mr. Campseti. We look upon it as a privilege to be able to appear 
before this committee, because we know the very great weight of the 
problems that you have before you. 

Mr. Vorys. Mr. Chairman, Mr. Wilson mentioned that there was 
one of their officials who had experience in the Near East who would 
have been glad to appear. I wonder if it would be proper to ask 
him to submit a statement which we could incorporate as part of Mr. 
Wilson’s testimony, if he would care to do so? 

Mr. Wirson. Thank you. It was Mr. Replogle who had worked 
closely in the Middle East, with the U. N. Children’s Fund in the 
distribution of supplies, there, and could speak from firsthand experi- 
ence, which I cannot. 

Mr. Campsett. My name is Wallace J. Campbell. IT am poe 
of the Washington office of the Cooperative League of the U. S. A. 
We serve approximately 2 million dues-paying families who are mem- 
bers of consumer, service, and purchasing cooperatives. We also have 
in membership the Credit Union N: ational Association, and the Na- 
tional Rural Electric Cooperative Association. 

In connection with today’s testimony, it may be valuable for the 
committee to know that the C ooper: ative League is 1 of the 27 na- 
tional organizations which own the C ooperative for American Remit- 
tances Everywhere, better known as CARE, and that I served as chair- 
man of the committee which organized CARE, and have served 
as chairman of its executive committee ever since. This has added 
to our experience and appreciation of the problems in the foreign 
field. 

We are here to testify in favor of continuing our foreign-aid pro- 
gram, in a somewhat modified form, and for increasing emphasis upon 
technical assistance within that program. We further wish to lend 
our support to proposals which have been made to your committee, 
and the Agriculture Committees of the two Houses, for using a’ sub- 
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stantial part of the current agricultural surplus as part of a program 
for winning friendship for America and feeding the needy throughout 
the world. 

We understand that the administration has proposed an overall 
foreign-aid program of roughly $3.5 billion. This program of $3.5 
billion follows what has been gener: ally accepted as a necessary part 
of our foreign policy. We look forward to the day when an easing 
of world tensions will make it possible to make substantial cuts, par- 
ticularly in the military program. 

Senator Flanders and others have already introduced very con- 
structive legislation calling for universal disarmament and the grad- 
ual diversion of our armament budget to assistance to the under- 
developed countries as rapidly as that becomes feasible. Such a con- 
structive program is an essential part of our long-run foreign policy. 

Our greatest concern at this hearing, however, is for those sections 
of the overall program pertaining to “technical cooperation, develop- 
ment assistance, and relief and rehabilitation. 

The technical-assistance program, as we understand it, would total 
$131.6 million. This is one twenty-sixth of the total foreign aid 
budget. In our considered judgment, the technical-assistance program 
in the long run is the most important of the entire foreign-aid pro- 
gram. It serves several important functions. 

First, it enables people in the underdeveloped countries to begin to 
help themselves through increased production. It creates not only 
greater economic independence but a stronger feeling of psychological 
inde pendence and a closer identity with the forces of freedom and 
democracy. The technical-assistance program has the additional 
merit that it is not a charity or a giveaway program, but brings 
immediate participation on the part of the peoples who are assisted 
and on the part of the participating governments of those countries. 

The technical-assistance program, conducted by the United States 
Government through the Foreign Operations Administration, is 
stimulating expenditures which run from $3 for every American 
dollar expended i in some countries to as high as $21 per United States 
dollar invested in some of the Latin American countries where the 
ie ‘hnical-assistance program is much older. As we have observed the 

actions of our own members—farm and city people alike—there is 
a greater popular support for technical assistance, or point 4, than 
for any other sections of our foreign-aid program. 

The section of the proposed program which would allocate $306.4 
million for development assistance should serve to make available 
capital funds for facilitating self-help projects in the countries which 
are receiving technical aid. That sum seems to be a reasonable figure 
and certainly has our support. 

The relief and rehabilitation job in Korea and elsewhere is of such 
magnitude that the proposed programs seem to us to be modest, indeed. 

We have 2 or 3 speci ie suggestions in connection with the technical- 
cooperation program. First, we feel it is not only important to pro- 
vide people with technical know-how for increased production of food- 
stuffs. We need also to assist them in providing the economic machin- 
ery for continuing economic indepenitence once it has been achieved. 
For this purpose, we in the Cooperative League strongly recommend 
that, where fe pasible, cooperative credit programs be developed, par- 
ticularly i in the field of agricultural production, but elsewhere as well. 





We feel that the experience in the United States, where the farmer 
has learned to handle much of his own purchasing and marketing 
through cooperatives also provides a constructive pattern for use in 
the undeveloped countries. We would, ir other words, seek to encour- 
age the development of democratically controlled cooperative organi- 
zations where feasible to provide a continuing program of self-help 
in these countries. 

Another concrete suggestion is that wherever feasible the technical- 
assistance programs be carried on in cooperation with other countries 
on a multilateral basis. There is added strength for international 
cooperation and good will where the United States assists in the United 
Nations technical-assistance programs. 

Representative Merrow, of your committee, who headed an inten- 
sive study of the specialized agencies in the United Nations, points 
out that in their technical-assistance programs the U. N. Food and 
Agriculture Organization is devoted to the abolition of hunger; 
UNESCO is designed to aid in the elimination of illiteracy; the 
World Health Organization is devoted to the elimination of disease; 
and the International Labor Organization is designed to help elimi- 
nate poverty by raising living standards. These specialized agencies 
of the United Nations have proved their practical worth and deserve 
our continued and expanded support. 

Our other suggestions in this field follow the thorough and _ plain- 
spoken report made by the International Development Advisory 
Board, headed by Eric Johnston. This Board pointed to the need 
for—and this is a quick and oversimplified summary—(1) Pecan 
separate identity for the technical-assistance program where it woulc 
not be buried in a tremendous program involving military and large- 
scale economic aid; (2) that technical assistance be offered to under- 
developed countries without an obligatory tie-in with military assist- 
ance; (3) that private voluntary agencies be used where feasible to 
supplement the government in technical assistance; and (4) that the 
technical-assistance program be doubled in the next 5 years. 

We would like to point out that the proposed authorizations to 
the United Nations specialized agencies and to the Children’s Fund 
ure for 18 months, and that the administrative problem of gearing 
these contributions to the on-going programs ought to be given serious 
consideration. 

This leads to an important consideration which should come to the 
attention of this committee: that is, in the planning of the technical- 
assistance program, the Government and the U. N. agencies and vol- 
untary agencies involved should have an opportunity to work out 
$-. 3. and 5- year programs rather than be bound to 1-year budgets 
which provide severe handicaps in effective technical assistance. 

The use of the land-grant colleges as contracting parties for carry- 
ing out technical assistance has w orked out with considerable success. 
We feel, however, that the Foreign Operations Administration, and 
its predecessor, the Technical Cooperation Administration, have failed 
to make as full use as they could of such voluntary agencies as CARE, 
American Friends Service Committee, and other voluntary agencies 
well equipped to assist in this important mission. 

The question of our agricultural surpluses is only in part a domes- 
tic problem. It is in larger scope a world agricultural problem, 
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because the distribution of our agricultural surpluses would have a 
detrimental effect upon the agricultural economies of other countries 
throughout the free world. 

The surplus is, in even a more vital sense, a problem of foreign 
affairs because Communists throughout the world are using the mere 
existence of the agricultural surplus in the United States as an excuse 
for telling people in other sections of the world that America would 
rather see this food rot than to make it available to their starving 
children. That, of course, is a lie; but lies are the stock in trade of 
the Communist International. 

Treated in proper perspective, the agricultural surplus is not a 
surplus in its truest sense. It is a substantial demonstration of the 
ability of free peoples to provide adequately for themselves. Treated 
as plenty rather than surplus, America’s stocks of food and fiber could 
very well be our most important single tool in constructing the eco- 
nomic basis for a world free of hunger, poverty, disease, and illiteracy. 

The Cooperative League of the United States of America feels 
that America’s current agricultural surplus is a reserve we have built 
up out of our premiums on a program of insurance designed to create 
and preserve an abundance of food for American citizens. This 
reserve which is now available beyond our immediate, foreseeable 
needs should be used in the following fashion: 

1. To enlarge the present school-lunch program. 

2. To increase the consumption and welfare of underprivileged 
American citizens, including an estimated 2.6 million aged persons 
on public-assistance rolls, 2 million dependent children on public- 
assistance rolls, 100,000 blind, 198,000 totally disabled receiving pub- 
lic assistance, and 594,000 persons receiving general relief assistance 
from State and local sources. 

3. We believe every effort should be made to increase sales of 
agricultural products abroad. 

4. The Cooperative League feels that in the field of foreign policy 
one of the most important steps which the United States Government 
could take would be to make available to voluntary agencies, such as 
CARE and other organizations, very substantial parts of the avail- 
able surplus to feed the hungry throughout the world. 

By the use of such voluntary agencies, we can achieve a maximum 
of good will for America because, through supervision by United 
States personnel employed by United States voluntary agencies, it is 
possible to supervise distribution of these surplus foodstuffs all the 
way to the consumer, thereby preserving the identities as an American 
contribution. 

It is not possible for United States Government employees to per- 
form a similar role without creating the impression that Uncle Sam 
is interfering with the sovereignty of the recipient countries. 

Voluntary agencies such as CARE and others can make substantial 
savings in the costs of distribution of these surpluses because they will 
have the active and willing assistance of similar voluntary organiza- 
tions in the recipient countries and can arrange for assistance from 
the governments of those recipient countries for substantial amounts 
of assistance in actual distribution of the foodstuffs. 

Actually CARE has found that the governments of countries which 
need these foodstuffs are willing and anxious to help foot the bill, 
often for ocean freight as well as internal delivery costs, because this 
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eliminates any possible stigma of charity, gives the recipients a feel- 
ing they are partners in a humanitarian undertaking rather than 
objects of charity and contributes to that independence of spirit which 
we are seeking to strengthen throughout the free world. 

Another important advantage of distribution of these foodstuffs 
through voluntary agencies is that, properly placed and properly 
used, these foods can create an eventual new market for American 
agricultural products. Children in orphanages who never had milk 
before develop an appetite for and an appreciation of the value of 
dairy products. In their later lives, once they are on their feet, they 
are an active consumption factor, creating world demand which will 
benefit American agriculture. 

Voluntary United States agencies, by agreement with the recipient 
countries, can make sure that American foodstuffs are used in such a 
way that they do not interfere either with American markets or mar- 
kets for agricultural products in the local country or in neighboring 
countries who formerly supplied their need. This, I feel, is of great 
importance, 

To be specific, CARE and the other agencies have performed these 
functions in several countries around the world. Distribution is 
restricted to refugee camps, hospitals, orphanages and similar in- 
stitutional groups which could not conceivable provide a cash mar- 
ket for agricultural products at the present time. Furthermore, by 
agreements with the governments and institutions, such foodstuffs can 
be used to supplement what food is now avaliable to them. United 
States citizens employed by the voluntary organizations can and have 
made very welcome inspections to see that this policy is carried out. 

The number of refugees in the Near East, India, Pakistan, areas 
of Latin America, and other parts of the world, could alone absorb 
a substantial part of the current available surplus. 

All of us as American citizens have been very pleased with the 
concrete accomplishments which are being made in our technical- 
assistance program, both through United States agencies and through 
the United Nations specialized agencies. In the field of United Na- 
tions relief, the U. N. International Children’s Emergency Fund has 
made a substantial contribution and might very well be a recipient 
for agricultural commodities under certain conditions. The technical] 
assistance program to date has been carried forward by governmental 
and intergovernmental bodies, but with a growing amount of partici- 
pation by voluntary agencies. We suggest that you explore the possi- 
bilities of allowing American voluntary agencies, such as CARE and 
others, to receive from the recipient governments in exchange for the 
services performed in the relief distribution programs, a certain per- 
centage of the world price of the commodities distributed. Such 
funds would be used in those countries under agreements between the 
voluntary agencies and those governments for projects in the fields 
of medicine, sanitation, nutrition, education, agriculture, and so forth. 
Such a point 4 program, paid for in large part out of agricultural 
surpluses, might very well create a new pattern for world peace and 
understanding. 

Assistant Secretary of Agriculture John H. Davis outlined to the 
House Agriculture Committee many of the steps which would need 
to be taken to permit and stimulate distribution of surplus foods 
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overseas by voluntary agencies. We commend the administration for 
these recommendations. 

We suggest in addition, that the requirement that the Secretary 
can declare food stocks in surplus only where there is danger of spoif- 
age should be eliminated or so modified that a maximum of existing 
surplus can be used in this program. 

We suggest also, and I am sure this was the intention of the Assist- 
ant Secretary, that additional amounts to be made available for the 
current and valuable overseas freight repayment program so that 
the Foreign Operations Administration can meet the costs of such 
transportation out of available funds. The current appropriation, 
as valuable as it has been to date, would be inadequate if the Congress 
should decide that the voluntary distribution of those surpluses merits 
substantial assistance. 

While the administration recommended that voluntary distribution 
abroad constitutes a residual part of the program for distribution 
of surplus, we feel the President should have ample authority to 
enlarge this program to such an extent that the voluntary agencies 
could distribute a substantial portion of the existing surplus in a 
3-year program. The limit on such a program would be determined 
primarily by the ability and the effectiveness of the voluntary agencies 
and the President’s appraisal of the value of such a program com- 
pared with other on-going programs such as sales abroad and supple- 
mentary food distribution in the United States. 

The recommendations of the administration did not include pro- 
vision for a counterpart fund program to stimulate voluntary tech- 
nical assistance. This would bea new type of program. Wesincerely 
recommend that this receive your careful attention so that at least 
an experimental program in this respect can be undertaken this current 
year. 

You will notice that throughout our testimony we have spoken very 
highly of the work of C ARE as one of the voluntar y agencies which 
would be used in this program. The Cooperative League is proud to 
be one of the 27 national organizations which own ‘and determine 
the basic policy for CARE. “The other agencies include important 
farm, labor, cooperative, religious, relief, and civic bodies, all having 
a common interest in international friendship through relief and 
rehabilitation. 

Murray Lincoln, who is president of the Cooperative League of the 
United States of America, has served as president of C ARE since 
its inception. CARE has distributed more than $160 million worth 
of food and clothing in war-torn and underdeveloped areas of the world 
since the close of World War II, the actual cost of this tremendous 
undertaking having been borne by the voluntary contributions of 
American citizens. 

That, I feel, is of very great importance. 

We are very enthusiastic about the possibilities involved in the 
use of America’s agricultural surpluses as part of our foreign-aid 
program. We should not let this blind us, however, to the neces- 
sity of continuing essential parts of our foreign-aid program. Use 
of the food surpluses will not take the place of technical assistance 
and development assistance. It cannot replace these programs in 
creating the ability of people to ie things for themselves, nor can 
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it replace essential equipment—machinery, cement, steel, insecticides, 
medical equipment, and other items—which must supplement either 
food surplus or technical aid. 

One final word. There is often a tendency when we are dealing 
closely with international problems to allow a temporary circumstance 
to distract us from the real objectives of our foreign-aid program. 
Its primary purpose is to help strengthen the forces of democracy 
throughout the world. This means as much strengthening the hearts 
of men as it is providing them with food and substance. 

In specific reference to India, although there may be criticism of 
the positions which have been taken by Prime Minister Nehru from 
time to time, we must remember he is a friend of democracy and 
of the common man and that regardless of political considerations, 
the hundreds of millions of people in India are still among the needy 
and are still among the peoples of the free world. Our long-range 
welfare is their welfare, and their welfare must continue to be our 
concern. 

Chairman CureerFrrevp, Thank you very much. 

The next witness is Mr. Finucane. 


STATEMENT OF JAMES FINUCANE, ASSOCIATE SECRETARY OF 
THE NATIONAL COUNCIL FOR PREVENTION OF WAR 


Mr. Finucane. Thank you, Mr. Chairman, I am grateful for the 
opportunity to appear 

I am 43 iate secretar y of the National Council for the Prevention 
of War. I do not appear today to make a detailed and technical 


examination of the bill, but to express a feeling of uneasiness that 
affects us when we see these arms expenditures hi appening year after 
year. 


This is the Foreign Affairs Committee and this is a foreign-policy 
matter. But this is also a big piece of the military budget and was 
included as such in President Eisenhower’s budget message to Con- 
gress in January. 

Treaties, under our Constitution, and in practice, are not submitted 
to this committee for approval. But the military expenditures con- 
tained in this bill, exependitures which are to go to foreign countries, 
give this committee a very powerful voice in this aspect of foreign 
policy. 

Now what do we observe ? 

We observe that the foreign policy and the foreign military policy 
of this country have not substantially changed although the world 
exterior to us has altered. 

Since this policy of military subsidies began in 1947 three important 
things have happened: 

The Soviets have acquired the A-bomb and the H-bomb. 

2. The Soviets have undertaken a new, more moderate course. 

3. Our allies, in spite of subsidies, have acquired enough strength 
to act out and express the self-respect which, during the hard years 
immediately after the war, they sometimes had to put in the back- 
ground. 

But, as I say, the Pentagon and the State Department are adhering 
to their original strategy “and policy without any effort to meet the 
new circumstances. 
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In just a moment I will elaborate a little on these three main 
changes, but first I would like to point out that our ability to survive 
depends on our ability to adapt to a changing world. Failure to 
adapt, in the past, has meant the nae my ance of civilizations. 

I am an optimist. I think we are able to adapt. I think an effort 
is being made to adapt under President Eisenhower. But the forces 
of military reaction, which would like to keep us chained to these 
old policies, are trying to defeat the Eisenhower program of modera- 
tion, flexibility, adapt ability, and survival. 

This committee has my sympathy. I have seen it sitting up here 
since 1947 with the cares of the world piled on its shoulders. Day 
after day you have come here and taken on the complaints and 
troubles of the interim-aid program and the Greek-Turkish aid bill 
and all the other thorny, excruciatingly difficult problems in foreign 
affairs since then. 

You deserve to be treated better by those who come soliciting 
billions of dollars from you. These generals and diplomats should 
at least give you a program which shows they are not still living in 
the 1940's, It should be a program with some imagination, with 
some hope, and with some acknowledgment of the realities of the 
decade in which we are now living. 

Just a few words about the Soviet’s new status as an atomic power. 

When you first began considering this type of a program back 
in 1947, we, the United States, ruled the world atomically. Now 
the atomic scales have come into balance and we can only threaten 
and deter one another. We each have power to destroy one another, 
neither one of us has power to actually defend ourselves. But that 
is the intercontinental situation. 

With regard to Europe, where we have been building land armies 
with this MSA money, we were told originally that a certain number 
of Western divisions would hold off the Russians. That was when 
they had no A-bomb. 

Now it is clear that Western land armies cannot hold off a Soviet 
A-bomb. So we are now told that these European land armies will 
serve their purpose by forcing the Soviet troops to concentrate where 
they can be smashed with our A-bombs. Of course these converging 
and compressing movements by our troops would expose them as 
targets to Soviet bombs. So there is little point in subsidizing more 
divisions. 

Every year the administration brings up here succulent maps and 
bar charts showing the productive resources of Western Europe. 
They say: With MSA we can count on this wealth as part of our 
military potential. Without MSA it might be added to the Russian 
potential. And then where would we be? 

Where we would be is usually demonstrated with a big Russian 
soldier or a big Russian steel mill overshadowing a puny little Western 
soldier and something that looks like a second-hand steel plant. 

What are the facts? 

With their A-bombs and H-bombs the Soviet Union can and will, 
if nec essary, deny us the productive resources of Western Europe. 
We can impose the same denial on the Russians. Those bar charts 
and maps are just propaganda. 
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Now let us consider the new line of Soviet policy in general. We 
Americans have announced to the world that we will never yield 
to bullying and that we will not “reward aggression.” ‘That’s fine. 

Are we, on the other hand, prepared to reward attempts at con- 
ciliation and attempts at accommodation? Just to mention a few 
seemingly conciliatory moves and indexes from the Soviet side, there 
are: 

The fact of their meeting with us and negotiating at Berlin and 
Geneva. 

The changeover of the Soviet economy to peace production. 

Soviet entry into UNESCO and ILO. 

Soviet concessions to the Western Powers on prison conditions for 
the top seven Nazis at Spandau Prison in Berlin. 

A 3-percent reduction in their military budget last year, and a 10- 
percent reduction this year. 

The scheduled return of 38 small lend-lease naval craft, agreed on 
March 26. 

The Russian proposal for a European Security Pact, including the 
United States. 

Their willingness to recognize the American-sponsored West Ger- 
man Government. 

American visitors returning from Russia who state that the Russian 
people are not being psychologically prepared for war. 

The report of the Smith subcommittee of this House Foreign Affairs 
Committee of May 11, last year, that “Nowhere in Europe did the 
study mission find evidence of any feeling that a Soviet attack was 
imminent.” 

The deployment of Soviet troops within the Soviet Union on an 
apparently mainly defensive scheme as reported by neutral sources, 
such as Mahnke and Wolff, the editors of Der Spiegel, Western Ger- 
many’s best informed postwar news magazine. 

In this connection it is encouraging to see that this bill, as submitted 
to you, represents $1 billion less than the amount appropriated for 
the same purpose last year. It is encouraging also to note that the 
complete Eisenhower military budget for this year represents a con- 
siderable reduction over last year. This is a form of response to 
reasonableness, or so it can be interpreted, which the rest of the world 
will observe and admire. But it is not enough of a reduction. 

Fortunately, and here we come to the third important new factor 
since 1947, our allies are growing more independent. 

They are encouraging our moderation by their enlightened non- 
cooperation. England, for example, won’t join us on an adventure 
into Indochina until every hope of peace by negotiation at Geneva has 
been tried out. 

Japan expresses its dissatisfaction with our policy under this and 
related bills by a continuous barrage of protest in the Japanese press. 
In fact, the treaty, which will enable Japan to accept this MSA money 
from us, squeezed by in the Upper House in Tokyo April 28 by one 
vote. 

France is trying to pull out of Indochina and refuses to ratify the 
European Army plan. This is true even though last year we half- 
heartedly made France’s acceptance of the European Army plan a 
condition of certain important further MSA aid. , 
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Western Germany won't stay in its American traces either. The 
Free Democratic Party, which is part of Chancellor Adenauer’s coali- 
tion, wants to negotiate with Russia. The West Germans have already 
made substantial trade deals. They just naturally don’t want to see 
MSA rearmament carried through to its logical conclusion with Soviet 
or American atomic bombs, or perhaps both, falling on their homes 
and families. 

As Dr. Fritz Baade, a leading Social Democrat theorist, expressed 
it in the February issue of Aussenpolitik, which is the equivalent of 
our American quarterly, Foreign Affairs— 

The people of Western Europe must yearn with every fiber of their being for 
all agreement between the United States and Russia, by which the Red Army 
will voluntarily withdraw from the heart of Eurcpe. 

That the men and women of Europe would survive an American military 
attempt to protect them is an illusion. 

Dr. Baade points out. 

A billion-dollar reduction in this MSA program from last year, as 
submitted to you, is not enough, I repeat. It is not enough to adapt 
to the three new realities of the 1950's. 

I would advocate complete abolition of all the military items in 
this bill, were it not, as President Eisenhower said in a recent press 
conference, extremely difficult to make a 180° turn on a railroad. But 
you can cut close to abolition, and with comfort. The President in 
his January budget statement reported that there is $9 billion of 
unspent MSA money still available on the appropriation books. 

Under the circumstances, and as a rough figure, we would therefore 
urge cutting the bill from the submitted $3,497 million down to $1,750 
million, making all the cut out of the military portion. 

Cutting this” year’s MSA money in half would offer the world 
clear token that we are able to adapt to a changing world and are 
therefore fit to survive. 

Chairman Curperrimevp. Thank you very much. 

Are there any questions ? 

Mr. Burleson. 

Mr. Burieson. Mr. Chairman; Mr. Finucane, I can sum up my 
opinion of your statements my suggesting that you might just as well 
use the word “surrender,” in describing your theory of “adaptability. 
It amounts to the same thing and I hope there are few in this country 
who subscribe to your views. 

Mr. Fuvron. I think if you put your position in the positive instead 
of in the negative, you in reality find yourselves, the National Council 
for Prevention of War, changing your policy and recommending 
$1,750 million as a military budget. To me it is refreshing that you 
have now joined the moderates who feel that we do need some defense. 

Mr. Finucane. We have always felt, Mr. Fulton, that the country 
has a right to protect itself, naturally, including to arm. The thing 
that we see is that in pursuing that objective and in pursuing the gen- 
eral national interest, the military instrument shouldn’t be the one 
upon which main reliance is placed. 

Mr. Fuuron. You see I agree with you on that point. We want to 
have a rise in the living standard of the world so that everybody feels 
that he is being treated fairly. We would have a duty to others, but in 
the meantime I certainly want to keep the industrial cities and the rest 
of our country safe. 
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Don’t vou think that is wise ? 

Mr. Finucane. Yes, Mr. Fulton. I don’t see anything in this bill, 
however, that contributes to that. Insofar as the information that is 
available to us is concerned, the only thing any way practical is a 
continental defense air force and that is not built. This is giving 
money away overseas for the strengthening of foreign armies, mainly. 
We don’t see how that has any bearing on the defense of Pittsburgh or 
any other American city. We think it is a diversion of funds from 
such a purpose. 

Mr. Fuutron. We are able with these foreign bases to strike a possi- 
ble enemy within half the distance and half the time that he can strike 
us. 

In conclusion, the approval by the Upper House of the Japanese Diet 
of the treaty to accept MSA aid by one vote in April, is not in itself 
bad. You will recall in 1940, the extension of the Draft Act was 
passed by the United States by only one vote. I certainly think that 
was a wise decision. 

Mr. Finucane. I think may be if we hadn’t passed that, we might 
have delayed or avoided entering World War II, and that would have 
been a good thing. 

Chairman CurpeerrreLD. Thank you very much. 

The committee will now adjourn. 

(Whereupon, at 12:50 p. m., the committee adjourned, to recon- 
vene at the call of the chairman.) 





THE MUTUAL SECURITY ACT OF 1954 


TUESDAY, MAY 25, 1954 


Hovusr or Representatives, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D.C. 
The committee met, in executive session, at 10:10 a. m.. in room G—3, 
United States Capitol, Hon. Robert B. Chiperfield (chairman) 
presiding. 
Chairman CurperrteLp. The committee will come to order. 
Mr. Warren, we are glad to have you here. Do you have a state- 
ment ? 


STATEMENT OF GEORGE L. WARREN, ADVISER, REFUGEES AND 
DISPLACED PERSONS, DEPARTMENT OF STATE 


Mr. Warren. I am George L. Warren, adviser, refugees and dis- 
placed persons, in the Department of State. 

Iam hese to support the request for authorization to cover the con- 
tribution to the Intergovernmental Committee for European Migra- 
tion for the calendar year 1955 in the amount of $11.7 million. 

Mr. Chairman, might I explain at the start that since the book state- 
ment was made a number of us have been to the seventh session of the 
Migration Committee, and there were certain changes in the figures 
in the last paragraph. 

It is the redistribution of the amounts which does not affect the total 
request to cover the total contribution for 1955 which is still in the 
amount of $11.7 million. I have copies of those changes, and I will 
give the staff sufficient copies for distribution. 

(The material referred to is as follows:) 


INTERGOVERN MENTAL COMMITTEE FOR EUROPEAN MIGRATION—REVISION OF FINAL 
PARAGRAPH OF GENERAL NARRATIVE STATEMENT 


FINANCING OF THE PROGRAM 


The estimated budget of the Migration Committee for calendar year 1955 is 
$50,035,675, of which $2,491,728 is for administrative expenditures and $47,543,947 
for operational expenditures. Contributions to administrative expenditures are 
made by each member government on the basis of an assessed percentage agreed 
upon between the committee and that government. The United States contribu- 
tion to the administrative expenditures for calendar year 1955 would be 31.32 
percent of $2,491,728, or $780,409. Contributions to the operating expenditures 
are voluntary. They consist of contributions of free funds to subsidize move- 
ments, reimbursements for movements effected, and of services by emigration and 
immigration countries for processing and reception for which credit is allowed 
in lieu of cash contributions. The proposed United States contribution of $10,- 
919,591 to operating expenditures would be to subsidize movements, including 
those to the United States under the Refugee Relief Act. The proposed total 


(891) 





9) 


— 


United States contribution requested—$780,409 to the administrative expendi- 
tures and $10,919,591 to operational expenditures—is $11,7100,000 for calendar 
year 1955. 

Mr. Warren. This is the fourth request to this committee, Mr. 
Chairman. You will recall that the Committee was organized on 
United States initiative in response to a number of legislative actions 
by the Congress in 1951 at Brussels. 

The purpose of the Committee is to facilitate and to increase the 
movements of migrants and refugees out of Europe. 

The Committee now has 24 Government members. It has its pro- 
cedures and activities shaken down so that we can begin to speak 
from actual experience. The Committee is tackling the problem of 
trying to reduce an estimated 4,500,000 to 5 million in excess popu- 
lation, particularly in Germany, Austria, the Netherlands, Italy, 
Greece, and Trieste. 

That would be the target for the next 10 years. 

We must realize that approximately 300,000, more or less, persons 
are leaving Europe annually under their own steam or as a result of 
direct assistance from their own government. 

What the Committee is trying to do is to increase that volume of 
movement in the hope that we might eventually get the movement up, 
the total movement out of Europe, up to around 500,000 a year over 
the next 10 years. 

Now the Committee started in February 1952 with a backlog of about 
35,000 or more people all ready tomove. It ran intoa slump i in overall 
world migration during the latter part of 1952 which lasted through 
to July 1953. 

As a result, the Committee only moved 77,646, I believe, in 1952 and 
later in 1953, after July, the volume of movement began to rise, and 
in 1958, 87,501 were moved. 

The Committee has budgeted movement for 1954 at 118,400, and 

1955 at 155,000. 

The movement in the first 4 months of 1954 has been extremely en- 
couraging—40,338, I believe. So that there is every prospect in 1954 
that the budgeted or estimated movement for the year will actually 
be achieved by the end of the year, if not exceeded. 

The estimated movement for 1955, as I say, is 155,000, and that is 
based on the assumption that the high rate of movement which is 
presently achieved to other countries than the United States will be 
maintained, but the figure also assumes the movement of 55,000 to the 
United States under the Refugee Relief Act during the calendar year 
1955. 

The 1954 budget of movement includes 15,000 to the United States. 

Now these figures of 15,000 and 55,000 are those persons who will 
need some measure of assistance in their transport to the United 
States under the act. Those figures are not all of the persons who 
will receive visas because many of them will be so-called self-payers 

However, those who are moved by the Committee will move on 
revolving fund plan, and they will be expected to reimburse the Com- 
mittee over a year or two for the cost of their movement. 

The Committee is moving in the direction of gettin 9 large a pro- 
portion as possible of the total movement on this revolving fund basis 
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so that the migrant himself will actually contribute to the cost of his 
transport. 

At the present time about 40 percent of the movement is on that 
basis. The Committee has found that the migrant, in actual experi- 
ence, is a pretty good credit risk. The voluntary agencies play the 
role of collecting the funds from the migrants through their counter- 
part agencies in the receiving countries, and in countries like the 
United States and Canada and in Australia, the experience to date 
indicates that some 60 percent of the cost of transport can be recovered 
over a period of 2 or 3 years from the migrant. 

The collections in the Latin-American countries are nowhere near 
as good, partly because wages are lower in the Latin-American coun- 
tries but also because the volunteer agencies have not yet developed a 
spread of counterpart agencies in Latin-American countries which 
would enable collections to be mace at an economic cost. 

The increase in movement which started in July 1953 has come about 
very largely and is directly attributable in my judgment to the migra- 
tion services and the special activities which the Committee has under- 
taken, aimed at increasing the volume of movement. 

We have learned through experience, Mr. Chairman, that among the 
emigration countries, the Netherlands, which is a very stanch mem- 
ber of the Committee, probably has the best public administration for 
the processing of migrants and getting them on board boat. 

The Canadian Government on the other hand, laying aside our own 
Government, from this comparison, the Canadian Government prob- 
ably has the best organized public administration for determining 
their requirements, for coordinating them at Ottawa, sending them 
abroad for recruiting the particular people that they require, getting 
them to Canada, and getting them distributed. 

Now, one of the problems of the Committee is to assist the Latin- 
American governments to improve their public administrations that 
deal with the determination of requirements, the actual selection and 
recruiting of the people they want, receiving them upon arrival and 
placing them in employment immediately upon arrival. 

That was one of the activities of the Committee. 

In that connection, the Committee has found it necessary to estab- 
lish under its own direction, but at the cost of the Greek Government, 
the entire processing procedures in Greece and in Trieste. 

In Italy the Committee has demonstrably increased the movement 
from Italy by assisting the Italian Government in its preselection 
activities, the activities that select in advance the persons who are to 
be put before the Emigration Recruiting Mission. 

The Committee is assisting the Italian Government to conduct 
limited vocational training for persons already selected as migrants, 
particularly by Brazil and the Argentine. 

For instance, they are training building laborers with some experi- 
ence in Italy in methods of building operations in Brazil after they 
have been selected in a preliminary way by the Brazilian Government. 

On the other side, in Latin- American countries, they bave encouraged 
the Brazilian Government to set up a so-called placement board which 
is now getting out into the country in Brazil and determining require- 
ments and then placing the migrants after they arrive and trying to 
meet the requirements earlier determined. 

45700—54 
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In the Argentine they have assisted the Government to establish 
a farm reception center where the arriving migrants have an oppor- 
tunity to learn something about agricultural methods in the Argen- 
tine for 2 or 3 months before they are placed out on the farm. 

As a result of these activities the most conspicuous improvement in 
the movement out of Italy has been due to the activities of the com- 
mittee in assistance to the Italian Government in reuniting families 
of women and children in Italy with their husbands and fathers who 
preceded them by 2 or 3 years as migrants to Latin America, par- 
ticularly the Argentine and Brazil. 

That has demonstrably shown the necessity for improving the 
public administrations which deal with these matters and has defi- 
nitely shown results in 1954 which are bound to continue into 1955. 

There are other services such as language training for Greeks going 
to Australia or Latin America, and various services of information. 

In other words, Mr. Chairman, out of this very real experience we 
are learning how the movement of migrants out of Europe can be 
increased. We alre ady know the methods. It is simply now a matter 
of applying them. 

I think in a general way, Mr. Chairman, that covers the general 
presentation. I have a principal-witness statement here that will 
spell that out possibly a little more in detail which I. will be glad to 
enter in the record. 

Chairman Cureerrrevp. Thank you very much, Mr. Warren. 

(The statement referred to is as follows:) 


HEARINGS ON 1955 APPROPRIATION FOR THE INTERGOVERNMENTAL COMMITTEE FOR 
EUROPEAN MIGRATION—PRINCIPAL WITNESS STATEMENT 


The Intergovernmental Committee for European Migration, composed of 24 
governments, was organized in Brussels in 1951 in response to certain legislative 
enactments by the Congress. Its purpose is to facilitate and increase the move- 
ment of migrants and refugees out of the overpopulated countries of Europe— 
Austria, Germany, Italy, the Netherlands, and Greece—to overseas countries in 
a position to receive immigrants—Australia, Canada, the United States, Vene- 
zuela, Chile, Brazil, and Argentina. Approximately 250,000 emigrants leave 
Europe annually on their own resources or assisted by their governments. The 
Committee's objective is to move substantial additional numbers who would not 
otherwise be moved; 77,664 were moved in 1952 and 87,501 in 1953. The Com- 
mittee plans to move 118,400 in 1954 and 155,000 in 1955. 

The Committee utilizes commercial shipping when available and supplements 
this shipping with its own shipping as required. On many routes of migrant 
movement commercial facilities are either inadequate or unavailable. 

In addition to supplying transport the Committee assists emigration and 
immigration countries on request to improve and develop their public adminis- 
trations which deal with the selection, recruitment, and processing of emigrants 
in the countries of departure and with their reception and placement in the 
receiving countries. It has been demonstrated that the improvement and develop- 
ment of these public services in the emigration and receiving countries are an 
important factor contributing to expansion in the volume of movement. The 
Committee also supplies certain technical services, such as vocational training, 
language instruction, information concerning conditions in immigration coun- 
tries, and the development of opportunities for migrants which increase the 
numbers moved. These services are often provided on a tripartite basis with 
the countries of emigration and immigration sharing the financial expense with 
the Committee. 

The Committee is negotiating with the concerned governments to secure 
larger reimbursements for the costs of transport of the persons moved. Ger- 
many, Italy, and Trieste presently reimburse the Committee at the rate of $60 
per head for every migrant moved from their respective areas. The immigra- 
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tion countries also reimburse the Committee in part for the costs of movement 
of migrants received. Colombia contributes $50 in this manner; Brazil, $20; 
Argentina, $86 per adult and $43 per child for approximately one-half the 
movement to Argentina on Argentine ships: and Australia, $60. The Canadian 
Government reimburses the Committee for the full costs of movements to 
Canada under official schemes. The Committee meets the deficits in the costs of 
movements resulting from partial reimbursements out of contributions in free 
funds received from member governments specifically to meet this expense. The 
United States contribution to the operational expenditure is largely for this 
purpose. 

Voluntary agencies collaborate closely with the Committee, particularly in 
the movement of individual migrants and refugees. To accomplish this move- 
ment the Committee and the voluntary agencies make comparable cash pay- 
ments to revolving funds administered by the agencies, which in turn take 
promissory notes from the migrant who later reimburses the agency for the 
cost of the transport supplied. Reimbursements by the migrants have on the 
whole been encouraging, running as high as 70 pereent from migrants in Canada 
and the United States, and lower from those in the Latin American countries. 
These reimbursements are paid in to the revolving funds to supply funds for the 
movement of additional migrants. 

The Committee is presently exploring and developing improved methods of 
placing a larger proportion of the movement effected on a reimbursable basis. 
Experience to date has shown that partial payments in advance of movement 
can often be secured from the migrant in certain countries—Austria, Germany, 
Italy, and the Netherlands—or from his sponsors in the receiving country. A 
present handicap to more extensive reimbursements after movement is the lack 
of an agency to make collections in some of the receiving countries in which the 
voluntary agencies have not yet developed competent local counterpart agencies. 

The United States has supported this development and has constantly pressed 
for higher per capita reimbursements by emigration and immigration countries 
to the end that the Committee may be relieved increasingly in the future of the 
burden of subsidizing movements. 

Improved arrangements designed to secure the maximum reimbursement for 
the costs of ocean transport to the United States by refugees receiving visas 
under the Refugee Relief Act of 1953 are presently in process of negotiation 
between the Committee and the voluntary agencies. A part of the United States 
contribution to the Committee will be utilized by the Committee for the initial 
financing of these arrangements on a revolving fund basis. 

The volume of movement achieved during the first quarter of 1954 has been 
high in comparison with the corresponding period in 1953, averaging in excess 
of 9,000 monthly during January, February, and March. The monthly rate 
will increase during the spring and summer months when the movement to 
Canada will gain momentum. The increase over 1953 is accounted for largely 
by better organization in the movement of wives and children in Italy, Greece, 
Austria, and Germany to join working migrants who have preceded them to the 
Latin American countries, particularly Argentina and Brazil. An increase in 
the movement to Australia is also a factor. 

All member governments with the exception of two completed their payments 
to the administrative expenditure of the Committee for 195%. As of March 8, 
1954, $2,198,395 had been paid in against a total of $2.256,306 assessed. The 
two governments were in arrears on that date in the amount of $57,911, because 
of delays in the required legislative actions, but these payments are expected to 
be made soon. Contributions in cash to the operational expenditure during 
1953 totaled $18,676,272 which, added to the carryover on January 1, 1953 
of $6,730,392, provided the Committee with a total operating income in cash 
of $25,406,664 for the year. In addition member governments were allowed 
credits, not received by the Committee in cash, for expenditures incurred directly 
by the governments in the processing and reception of migrants totaling $5,546,- 
805. Income and contributions of all kinds to the work of the Committee during 
1953 totaled $33,478,959. 

The request to cover the United States contribution to the Intergovernmental 
Committee for European Migration for calendar year 1955 is for $11,700,000, of 
which $780,409 is a contribution to the administrative expenditure and $10,- 
919.591 a contribution to the operational expenditure. This increase over the 
appropriation for 1954, $7,500,000, is necessitated by the substantially higher 
estimate of movement, 155,000, in 1955. This estimate includes 55,000 persons 
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who may receive visas under the Refugee Relief Act of 1953 to be moved to the 
United States. At the same time, the volume of movement to other countries is 


to be maintained 

Chairman CurprrrreLp. Are there any questions ? 

Mr. Vorys. Yes, Mr. Chairman. 

I am endeavoring to understand the connection between S. 1766, 
which has now been reported by the Judiciary Committee establishing 
the Office of the Commissioner of Refugees, and the escapee program 
under the Kersten amendment. 

Did the State Department appear before the Judiciary Committee 
on S. 1766? 

Mr. Warren. No, Mr. Vorys. I could give you some background 
on that. 

The Migration Committee has proceeded up to date on a year-by- 
year basis. Namely, in October each year the committee has decided 
to continue its operation during the following calendar year. 

At its sixth session in October, the Migration Committee adopted 
the text of a constitution which it recommended to its government 
members to accept. The constitution would give the Committee more 
formal status and would, in effect, if adopted by the requisite num- 
ber of member governments, establish the lifetime of the committee 
at least for 3 years. Three to five years is suggested, but it remains 
to be seen what action the government members will take. 

Referring to S. 1766, the bill provides for United States participa- 
tion in the Committee in accordance with the terms of the Pen 
adopted at Venice in October 1953 and other provisions in S. 1766 
give thi at authorization for participation a period of 3 years. 

Now, S. 1766 is not yet a matter of law. It has been proposed by 
the House Committee ‘on the Judiciary. It has other features than 
authorization for participation in this Committee in accordance with 
the Constitution and in the absence of further action by the Congress 
on S. 1766 and facing the necessity for authorization for United States 
participation in the Committee, and authorization for appropriation 
for 1955, and without knowledge in advance as to what the future of 
S. 1766 may be, request for authorization for participation during cal- 
endar year 1955 and for appropriation to cover the United States con- 
tribution during that calendar year is included in the present MSA 
Act. 

As the Congress moves forward on S. 1766, of course somewhere in 
the process of legislation, this provision in the MSA Act and S. 1766 
must come together. 

Mr. Vorys. Well, as I understand it, Messrs. Chauncey Reed and 
Francis Walter were appointed by our Government, the President 
or the Department of State, to attend a meeting just this spring some- 
time. 

Chairman Curerrrrecp. At Geneva? 

Mr. Warren. They just returned from the meeting at Geneva— 
the seventh session. 

They previously attended the initial session when the Committee 
was organized i in Brussels in 1951, and they also attended the October 
session in Venice in 1953 where the constitution was adopted. 

Mr. Vorys. I presume it was decided by someone in the Govern- 
ment both under this administration and the previous administra- 
tion, that this matter of emigration should move out of the juris- 
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diction of this committee and its members and become a matter of 
special concern to the Judiciary Committee. 

I personally have no objection or quarrel with that decision. 

I notice in the Judiciary Committee’s report they refer to the IRO 
bill which was authorized by this committee, but now this matter is 
being handled in a different way, and I just don’t quite get it. This 
is a pretty substantial sum of money. I have always thought this 
was a pretty good organization, and I went pretty strongly on Mr. 
Walter’s recommendations in previous years, as well as those from 
the Department. 

Who handles the escapees under the Kersten amendment ? 

Mr. Warren. The Department of State is responsible for policy 
guidance. The operations are under the Foreign Operations Admin- 
istration. 

Mr. Vorys. Then who handles ICEM, FOA? 

Mr. Warren. The funds for ICEM are in the FOA budget. 
Liaison for the Committee is in the Department of State. FOA and 
State work very closely, and have always been represented at all 
sessions jointly. 

Mr. Vorys. S. 1766 has passed the Senate, has it not? 

Mr. Warren. In a totally different form, Mr. Vorys. 

Mr. Vorys. When it passed the Senate, did it establish an Office 
of Commissioner of Refugees? 

Mr. Warren. In the United States Government; yes. 

Mr. Vorys. When it passed the Senate, did it have an authorization 
of funds? 

Mr. Warren. No. Well, funds for that office, yes; but not for 
the Migration Committee; 1766, as it passed the Senate, it did not 
cover the Migration Committee in any manner. What we are asking 
for here is authorization for participation during 1955 and authori- 
zation for appropriation to cover the United States contribution for 
1955; 1766 provides for authorization for participation for a period 
of 3 years in accordance with the terms of the constitution adopted 
by the Migration Committee at Venice in October 1953. In other 
words, 1766 provides for 3 years’ participation and authorizes appro- 
priations that may be required. 

The MSA Act, in the absence of any congressional action on 1766, 
takes the usual 1-year step. 

Mr. Vorys. I guess that is all, Mr. Chairman. 

Mr. Jupp. Mr. Warren, what is your relationship to the adminis- 
tration of the Refugee Relief Act under Mr. Alexander / 

Mr. Warren. A cooperative relationship. The Refugee Act pro- 
vides, among other things, that the Department of State shall make 
arrangements for the transport of refugees who may receive visas 
under the act. 

Mr. Jupp. For the transfer ? 

Mr. Warren. Transport. 

I work with Mr. Alexander. I have conferred with him in order 
to arrive at these estimates of movement of 15,000 to the United States 
in calendar year 1954, and 55,000 in calendar year 1955 

Mr. Jupp. Now, you say the Committee has moved so many. 
How do you determine how many the Committee has moved, as con- 
trasted to those who move by themselves, or are moved by other 
agencies, or under other authorizations like the Refugee Relief Act? 
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Mr. Warren. The Committee moves those who receive visas from 
the member governments who recruit them. Now, the member gov- 
ernments contribute to the cost of that mov ement, in some cases in 
whole and in some cases in part. 

The Committee only moves those whom government members want 
moved and the gover nment members pay in varying amounts. For 
instance, Canada reimburses the Committee for all of the govern- 
ment-supported schemes that move people to Canada. The German 
Government contributes $60 to the Committee—this is all in addition 
to their contribution to the administrative expenses—the German 
Government, the Italian Government, and the military authorities at 
Trieste each contribute $60 for everybody who leaves their territory, 
under the auspices of the Committee. 

Australia contributes, now, $60 toward everybody who comes to 
Australia. Consequently, the Committee has that check, you see, on 
the bona fides of the people who move, because some government or 
some agency is paying, if not in whole, in part, for the movement. 

Mr. Jupp. Then we are paying for movement of people to this coun- 
try—just considering our own country for the moment—through two 
channels: (1) Through the Inter governmental Committee, those that 
you recruit and w ho are sent over; and (2) those who come under 
the Refugee Relief Act. Do we also assist with their transportation ? 

Mr. Warren. Only through the Committee. 

Mr. Jupp. If they come with visas obtained under the Refugee 
Relief Act, the expenses for their transportation such as we provide 
comes through the Intergovernmental Committee ¢ 

Mr. Warren. That is correct. 

Mr. Jupp. Although their qualification is under the other act? 

Mr. Warren. Mr. Alexander issues the visas. If they have funds 
enough to pay for their own movement, or if their relatives have funds 
enough, they move on their own. If they need assistance in moving 
to the United States, they are moved by the Committee, under a 
revolving fund scheme. 

Mr. Jupp. I judge from what you said earlier that if this bill be- 
comes law and sets up in our Government a Commissioner for Immi- 
gration, he would handle both of these, then, wouldn’t he? 

Mr. Warren. I do not understand that is provided by 1766. My 
understanding of 1766 is that it doesn’t affect the administration of 
the Refugee Relief Act in any manner. 

As I understand 1766, as I read it—of course, it is subject to other 
interpretation, but as I read it, it merely establishes an office in the 
State Department which would deal with the Migration Committee, 
the High Commissioner for Refugees, and would have the effect, I 
believe, of transferring the administration of the escapee program 
from FOA to the Department of State, but it does not interfere in any 
yay with the present administration and organization under the 
Refugee Relief Administration. 

Mr. Jupp. Your office would not be under that Commissioner, 
would it? 

Mr. Warren. It would absorb my office; yes. 

Mr. Jupp. But it would not absorb Alexander’s office? 

Mr. Warren. I do not find that to be the intent. I find no such 
language in it. 
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Mr. Jupp. I was not intending to interpret the law. I was trying to 
get the record clear for the purposes of this hearing. 

Mr. Vorys. Would the gentleman yield? 

Mr. Jupp. Yes. 

Mr. Vorys. I am looking at S. 1766, which in section 2 establishes 
this Director of the Office of Refugees and International Migration, 
and says he shall have primary responsibility for (a) the development 
and administration of programs of assistance to refugees and inter- 
national migration. 

Then, I am looking at section 9, which is reported from the Judi- 
ciary Committee in exactly the same form that it passed the Senate. 


There are hereby authorized to be appropriated such sums of money as may be 
necessary to carry out the purpose of this Act. 


Then, also, in section 5— 


= President is authorized to continue membership for the United States in 
ICEM. 

Now, here is something that has passed the Senate and cleared the 
Judiciary Committee which it would seem to me clearly authorizes 
the money that is requested to be authorized here. 

Mr. Jupp. I think we are in a stage where we have to go ahead with 
what is. If the other becomes law, then there has to be a revamping 
after we are probably through with it. It is in a stage of transition 
at the moment, or possible transition. Isn’t that the situation ? 

Mr. Warren. Yes. We have to go ahead and get authorization and 
appropriation for 1955. 

{r. Jupp. The only way they can do it is go through us until there 
is some other organization to which an authori ization and appropria- 
tion can be made. 

Mr. Vorys. We are talking here about a bill that hasn’t moved out 
of this committee, as compared with a bill that has passed the Senate 
and gone through the Judiciary Committee and is presumably ready 
for the floor. If that bill is passed, then what we are talking about 
here would be a complete duplication. 

Mr. Jupp. It would be up to the Bureau of the Budget, I should 
think, to coordinate the two. 

Mr. Vorys. It would be up to the President and the Secretary of 
State to recommend, and they certainly don’t recommend doing it 
twice—or do they? 

Mr. Warren. No; I am sure they don’t. 

I might point out, Mr. Vorys, that when 1766 passed the Senate in 
its edt form, there was nothing in it that authorized participa- 
tion in the Migration Committee, even though the language authoriz- 
ing appropriations, whatever may be required, is the same language ; 
1766 when it passed the Senate had no provision for participation in 
the Migration Committee. 

Mr. Vorys. This is the way it passed the Senate. This is what they 
have responsibility for. I quote: 

(b) Liaison between the Government of the United States and foreign gov- 
ernmental and international governmental agencies and organizations concerned 
with refugees or with migration and resettlement of people. 

Mr. Warren. That is liaison, but not participation. 

Mr. Vorys. Do you mean to say that “liaison” wouldn’t be broad 
enough to authorize participation? 
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Mr. Warren. I don’t want to set myself up as an expert of the law 
or of congressional intent, but liaison would be far short of author- 
ization to participate, would it not, Mr. Vorys? 

Mr. Jupp. To participate you must become a member, like joining 
the World Health Organization or anything else. 

Mr. Warren. You see, there is a draft constitution with certain pro- 
visions and acceptance of the constitution poses certain obligations 
and particularly presents a question of acceptance on a moral basis, 
at least, for participation for a certain period of years, like 3 years. 
That is subject to appropriation annually. 

Mr. Jupp. When this refugee bill was passed last year, there was 
a provision in it, as I recall, ‘for 10,000 or maybe it was 15,000 from 
the Netherlands. I heard some months later that only a handful 
of people had applied for visas under that act. As I recall it, the 
assumption was that following the terrible floods and breaking of the 
dikes, and so forth, there were a lot of people displaced and who 
would have to be moved somewhere, but the Dutch are pretty tough 
people and when they got the ocean back where it belonged and 
reclaimed their land, they didn’t want to go anywhere else. So very 
few took advantage of this opportunity. 

Do you know about that? 

Mr. Warren. Mr. Chairman, it isn’t that the Dutch don’t want 
to migrate. The Netherlands as a country is one of the most seriously 
overpopulated countries in Europe. They have an annual increment 
in their population of approximately 120,000 a year. They can only 
absorb, on the basis of their resources and capital investment, about 
60,000. They face a desperate need of arranging for the end migra- 
tion of 60,000 people annually. They have not been able to do that. 
They have never reached that figure. Their movement in 1953, I think, 
was 48,000. They have quite a backlog of that 60,000 annually that 
still has to be moved. 

Whatever difficulties may have arisen under the Refugee Relief 
Act insofar as migration to the United States is concerned, arise 
from the definitions of refugees in the act. In other words, the Nether- 
lands is desperately anxious to move out ordinary migrant nationals. 
They are having difficulty in qualifying those migrant nationals as 
refugees under the act. 

Mr. Jupp. I understood individuals had not applied to try to qualify 
under it. Is that correct? 

Mr. Javits. I have looked into this very carefully and as Mr. War- 
ren says, only 2,000 visas are for preference immigrants. The rest 
is for refugees from the Dutch East Indies. 

Now, they have plenty of people applying. Mr. Alexander has 
the figures of May 14, which show a very large number of applica- 
tions from the Netherlands, but very few visas have been issued be- 
cause this whole law is encumbered with all kinds of reservations for 
security. 

Mr. Ju pp. It was my understanding that there were no applicants 
to come in under it and that is what bothered me. 

Mr. Warren. No. 

Mr. Javrrs. I would suggest Mr. Alexander offer us the same table 
that he gave me as of May 14. 
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STATEMENT OF R. C. ALEXANDER, ASSISTANT ADMINISTRATOR, 
REFUGEE RELIEF PROGRAM, DEPARTMENT OF STATE 


Mr. Atexanper. I don’t have it, but I will be glad to furnish it. 
Up to now, some 50 visas have been issued in the Netherlands. 
(The information requested is as follows :) 


Refugee relief program—Status of visa applications, May 21, 1954 


Nether- |Germany! Austria | Japan 


| Hong 


aly — 
Italy | Greece Kong 


lands 


1. Cases examined and applicants noti- 
fied of documents required | 21,172 | 3,423 
2. Applicants qualified as to documents.| 3, 343 
3. Applications tentatively approved | } 
and referred for investigation 5, 23% 1,974 
. Applicants approved anil scheduled | 
for formal application and visa 
issuance _. f 376 
. Visas issued - ._- - ues 268 49 
. Visas refused ¢ 33 
. Assurances received by Administra- 
2, 726 | 
. Assurances verified and sent to field_| 3 | 317 | 


| 


Mr. Jupp. How many applications? 

Mr. Avexanper. About 575 preference applicants and among the 
refugees we have 8 assurances from American citizens. 

Mr. Jupp. But how many people are trying to get in? I know the 
difficulty in getting assurances, but is there a substantial number, at 
all like the predictions that were made when we passed the Refugee 
Relief Act? Is there a substantial number trying to get in? 

Mr. AtexAnper. Not among those properly cl: lassified as refugees, 
but as Mr. Warren has stated, there is quite a pressure of immigration 
from the Netherlands on the part of people who are not necessarily 
classifiable as refugees. 

Mr. Jupp. They want to come in under the regular quota. 

Mr. Avexanper. That is right. 

Mr. Javrrs. There is a bill which has gone through the House which 
proposes to redistribute the quota numbers unused and the reason for 
that—rather, the nonquota numbers under the Relief Act—and the 

reason for that is that the Netherlands demand is low, whereas the 
Italian, Greek, and German demands are high. I mean, the point is 
that you have picked out the one country. 

Mr. Jupp. That is the reason I wanted an explanation of it. 

Now, Mr. Chairman, one other question. I noted on this table that 
you are still taking about 300 a year out of Shanghai and the Far East. 
Are those Caucasians, mostly Russians? 

Mr. Warren. They are the Europeans coming out of Shanghai 
through Hong Kong. 

Mr. Jupp. We had some testimony at one time, as I recall, that there 
were only about 6,000 or 8,000 of those, and here you nae ave 3,000 last 
year, 3,000 this year, and you are expecting 3,500 next yea 

What is the backlog? 

Mr. Warren. I can explain, Mr. Judd. In 1949, the various inter- 
national agencies started moving European refugees out of Shanghai 
as the Communists were comine in. 
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At that time, there was an estimated 15,000 in Shanghai to be moved. 
Since 1949, over 25,000 have been moved out, and there remain at 
present in Shanghai, about 14,000. 

Mr. Jupp. You only had 15,000 to start with, but you have moved 
out 25,000 and have 14,000 left? 

Mr. Warren. Yes. They have seeped in from all over China, in 
that intervening period. 

Mr. Jupp. You are moving then, roughly, at the rate of 10 a day? 

Mr. Warren. The movement in the first 4 months of this year has 
been low. Something like 500. I have that figure right here. Last 
year it was around 3,000. 

Mr. Jupp. Is this being handled by the U. N. Commissioner on 
Refugees or whatever his title is? 

Mr. Warren. The High Commissioner has been assisting the refu- 
— in Shanghai. He has been paying for their maintenance in Hong 

‘ong. The Migration Committee, utilizing [RO residual funds given 
to the committee for that purpose, has been moving them out of Hong 
Kong to Australia, Latin America, and so on. None of our appropri- 
ation goes to that purpose. 

Mr. Jupp. Thank you. 

Mr. Warren. Our appropriation is entirely for the European move- 
ment, and the Migration Committee’s activities in the Far East are 
supported entirely by funds other than the regular Government 
contributions. 

Chairman Currerrtecp. Mr. Javits. 

Mr. Javits. Mr. Warren, I find it a little hard to reconcile some 
figures which are in these sheets. I find a statement in III-658, 
“Spontaneous migration and migration resulting from unilateral or 
bilateral governmental arrangements result in an estimated annual 
flow of 200,000 to 250,000 migrants from Europe,” and when you look 
at the table on page 657 you find an estimated 155,000 to migrate in 
1955. Now, how do you reconcile that? 

Mr. Warren. May I explain, Mr. Chairman, that there is an annual, 
you might say, spontaneous, unassisted movement out of Europe which 
varies from year to year. 

In 1953, for instance, it dropped as low as 220,000. In 1952, it was 
300,000. The Committee is trying to add to that movement. So the 
figure of 155,000 are in addition. 

Mr. Javits. Are to be added? 

Mr. Warren. Are to be added. 

The Committee is now accounting for about one-third. In 1952, 
it was a quarter. In 1953 it was one-third of the total overall move- 
ment out of Europe. 

Mr. Javits. Now, do you feel that the very small number of actual 
issuances of visas under the Refugee Relief Act are inhibiting the 
work of this Committee and reducing its capability for getting other 
countries to take more people than they are willing to take, apparently, 
under these figures ? 

Mr. Warren. I would rather have Mr. Alexander answer any ques- 
tions on the Refugee Relief Act, but the movement to other countries, 
Mr. Javits, has been increasing. During the past year, the movement 
out of Italy of wives and children has been very satisfying and very 
encouraging. 





903 


The 50,000th migrant out of Italy left for Argentina from Naples 
under the auspices of the Committee last week. They are now moving 
about 5,000 a month out of Italy, which is the most seriously over- 
populated country. 

So that the Committee’s efforts, insofar as Italy, Greece, and Ger-. 
many are concerned, have been very productive. We have been less 
successful with respect to the Netherlands. 

Mr. Javits. I don’t think you have gotten the point of my question, 
Mr. Warren. 

I asked whether the small number of visas issued under our Refugee 
Relief Act was in any way inhibiting the capability of this Intergov- 
ernmental Committee in moving refugees to other countries? 

Mr. Warren. I don’t believe so, Mr. Javits. I think the movement 
of migrants and refugees to other countries takes place uninfluenced 
and without prejudice or influence by the movement to the United 
States. 

Naturally, the interest of all the government members of ICEM is 
increased when the United States comes in and offers to take that num- 
ber of persons. But the reason why people move to the Argentine has 
very little relation to the movement of persons to the United States. 

Mr. Javrrs. I would hope that you would spread upon this record a 
statement of why it is in the national interest for us to participate 
in this refugee program and how it helps us in the ats-Chisnagniiah 
struggle. 

Mr. Warren. I can do that right now, Mr. Chairman. The Con- 
gress, in approving a decision that an activity of this sort should be 
established, observed the previous experience of the United States 
Government in giving economic assistance to these European coun- 
tries; in connection with that effort, the Congress, and particularly the 
Congressmen who were immediately interested, recognized that one 
of the difficulties with certain of these countries—Austria, Germany, 
the Netherlands, Greece, and Italy, and Trieste—was the fact that they 
had a deadweight of unabsorbable population which could not possibly 
secure employment or satisfactory living conditions under any rise in 
the economic levels of those countries that you might imagine would 
result from improving economic conditions or even rearmament and 
development of military forces in those countries. 

And when I said a moment ago that what we are dealing with here 
is a problem of 4.5 million persons, that is a rough estimate of the 
persons in those countries who, no matter how you may imagine the 
levels of the economies in those countries may rise, no matter how 
many more people they may absorb in industry or agriculture, this 
number of persons cannot possibly be absorbed and must emigrate if 
they are to become employed, rather than remain unemployed—if 
they are to become contented contributors to the efforts of the free 
world, rather than discontented, subject to Communist propaganda. 

Mr. Javits. To what extent does this program help the Government 
of Italy, Greece, the Netherlands, and others respectively, to resist 
the encroachments of internal Communist movements? 

Mr. Warren. Well, it is very hard to establish a direct relationship, 
but the situation in Italy, where you have 3 million persons who have 
no chance in the present economy, naturally provides the media in 
which Communist ideology spreads. 
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The entire public in Italy is aware of the fact that Italy’s main 
problem is overpopulation. Naturally, when the Italian Government, 
the other interested governments in Europe, see 5,000 more people 
moving out a month, it helps to ease that situation in Italy. 

It would be almost impossible to trace a direct drop in Communist 
pressure or Communist influence so soon, Mr. Javits, but we are con- 
fident that it will have that effect. 

It is easing the situation in Italy to that extent. The total move- 
ment out of Italy last year was about 130,000. The Committee added 
about a third to that. 

Now, in Germany, the Committee is moving more than 50 percent 
of the movement that goes out of Germany. In Greece, it is even a 
higher percentage, whereas it is only adding a third to the overall 
movement. In some of the key countries, it is moving as high as 50 
percent and more. 

Mr. Javrirs. Thank you, Mr. Warren. Thank you, Mr. Chairman. 

Chairman Currrrrrerp. Are there any further questions ? 

Mr. Smrrn. Do you see an end to this problem, and if so, when? 

Mr. Warren. Obviously, in terms of a problem, we have a 10-year 
job ahead of us. It doesn’t necessarily follow that this Committee 
has to exist during that entire 10 years. There are constantly new 
developments in the Committee’s experience and it may be possible— 
it may be possible; I don’t guarantee it, but it may prove possible 
for the Committee to withdraw and, having stimulated this movement, 
having helped the governments that are concerned about it to do the 
job better themselves, the Committee may, in time, be able to withdraw 
and let migration happen between the immigration and emigration 
countries directly. 

Obviously, we should continue the Committee’s efforts for at least 
3 years. 

Mr. Sm1ru. But the overpopulation problem goes on day after day, 
doesn’t it ? 

Mr. Warren. Not in all countries, Mr. Congressman. 

Mr. Smiru. In which countries is it the most predominant? 

Mr. Warren. In Germany, Austria, and Trieste, I would say. The 
problem is solvable within a matter of a few years. It is a temporary 
problem. 

The problem in Italy, the Netherlands, and Greece is a longer term 
problem resulting from earlier high birth rates and a number of 
other causes. 

Mr. Smirn. Birth rates are still high in the Netherlands? 

Mr. W: ARREN. They are high in ‘the } Netherlands, but they are 
dropping in Italy. The Italian situation is due in part to former 
high birth rates before the war, but there is a decreasing birth rate 
in Its uly and the natural increase, the natural annual increase in Italy 
is dropping very rapidly. Italy’s position is also aggravated by the 
return of 500,000 Italian colonists who went to North Africa in 
between the two wars and have now had to return, and also due to the 
complete stoppage of emigration to Latin America under the Musso- 
lini regime, and during the war. 

Mr. Smiru. Do you have any figures to support your statement? 

Mr. Warren. Yes; I could present figures to support that general 
statement. 
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(The figures referred to are as follows :) 


Italy had a total population in 1953 of 47,021,000. The rate of natural 
increase fell during the war but rose again to 10.6 per thousand in 1946 and to 
11.4 per thousand in 1948. Thereafter a decline set in and the rate of natural 
increase was only 8.2 per thousand in 1951 and 7.5 per thousand in 1952. The 
current birth rate, 17.6 per thousand population, compares with 19.4 for France 
and 24.6 for the United States. 

The population of the Netherlands was estimated at 10,498,000 in 1953. In 
1952 the birth rate of 22.4 per thousand was one of the highest, and the death 
rate, 7.3 per thousand, was one of the lowest in Western Europe. 

Mr. Jupp. I forgot to ask the other half of a question I asked earlier, 
about these European refugees from Shanghai and China. 

Where are they going, mostly / 

Mr. Warren. In the first instance, they went rather heavily to 
Australia and New Zealand. They are now moving at a much higher 
cost to Brazil anc the Argentine. 

Mr. Jupp. Is there any possibility of them going back into Europe ? 

Mr. Warren. Almost none. Only the old people who might be 
accepted by Sweden, Switzerland, Denmark, or Norway, which are 
interested in taking some of the so-called hard core. But those are 
in tens and hundreds. Not in thousands. 

Chairman Currerrievp. If there are no further questions, we thank 
you very much, Mr. Warren. 

Mr. Warren. Mr. Chairman, I have a few tables here that I would 
like to submit for the record, if the committee would agree. 

Here is one that gives the movement from and to, for 1953, 1954, 
and 1955. 

I have here also the actual contributions of the government mem- 
bers in 1953, the anticipated contributions for 1954, and the antici- 
pated contributions for 1955. This makes four tables altogether. 

(The tables referred to are as follows:) 


INTERGOVERN MENTAL COMMITTEE FOR EUROPEAN MIGRATION 
Movement of migrants—Comparative summary program 


Obligations, calendar year___._.___--_---_- $6, 789, 590 
Appropriations, calendar year 1954_ outa mews by OO, O00 
Proposed appropriations, calendar year 1955_.-_-___-__-_~- _... 11, 700, 000 


Comparative summary of movement of migrants 


| | | | 
| Actual, | Estimate,| Estimate, | Actual, |Estimate,| Estimate, 
From— | calendar | calendar | calendar To | calendar | calendar | calendar 
| year 1953 | year 1954 | year 1955 | year 1953 | year 1954 | year 1955 

| | 
|__| poe iain ea | nie . 
Austria | 5, 531 8. 350 15,000 | Argentina 9, | 33,425} 26,000 
Germany 40, 325 33, 860 45,000 | Australia 5 | 25,430] 25,500 
Greece... 4, 096 9, 540 17, 500 | Brazil 12, 7 14, 840 | , 500 
Italy . j 20,975 | 50,350 62,000 | Canada 36,922 | 15,730 9, 500 
Netherlands | 2, 296 | 2, 160 5,000 | Colombia | | 800 | , 000 
Shanghai and | 3, 259 | 3, 250 | 3, 500 | Chile... | 76 1, 935 3, 500 
East. | | 
Trieste i 1, 367 5, 020 2,000 | Israel 2, 389 2, 150 2, 000 
| United States of | 15, 050 | 55, 000 
Near East-. | 250 | 500 America. | 

| | Venezuela 3, 6, 030 . 000 
Others... 9. 652 | 5, 620 , 500 | Others | ; 3, 010 3, 000 





Total _._| 87,501 | 118,400] 155,000 |...._.. 5 118, 400 55, 000 
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Contributions of government members, 1953 


| 
| Contribu- : 
Cash con- | tions, reim- eae. 
tributions | bursements! D 
for free | for | “ssing and 
movements} specific | Tecepon 


expendi- 
programs tures 


| | 

| Percentage | | Credits 
| seale of Cash con- 

contribu- | tributions 

Member governments tions to | to admin- 

adminis- istrative 

trative | expenses 

expenses 


Total con- 
tributions 


United States...__.______. 33.33 | $715, 595 | $6,073, 995 | | _...-| $6, 789, 590 
Argentina___.._-. biebick 75 101, 983 |_... | $257, 699 $180, 440 540, 122 
[SP re eae 69 | 143, 634 1 50, 000 | 382, 482 266, 520 
Austria i“ 5 | 32, 420 |....-.-- | 31, 170 304, 205 
Belgium ; ; ei a 80 } 60, 116 ' ia eitin —" 
Brazil__.. 2 75 | 101, 983 5, | 218, 379 | 254, 040 
Canada... babtheeee . 06 | 194, 518 | 738, 440 
Chile . . 08 23, 188 |_... 15, 520 
Colombia *_..............-- = Ge tee scacns . 2, 140 
Costa Rica.....--- ‘ 14 3, 005 |. . - 1, 320 
Denmark. _- 23 26, 408 . a Sue aside 
France__._- vibobd 9. 06 194, 518 |... ‘ : nicahd 
Germany .-..-....---- an 9. 06 191, 518 |. 1, 161, 440 2, 217, 875 
NI oa 66 ot tititieesettetan Stl . 51 oS) 3.....~..-. 75, 950 157, 040 
Israel she ‘ 54 11, 594 én owe 26, 895 47, 780 
Italy... hi 9. 06 194, 518 |...-. | 1,249, 215 1, 153, 625 
Luxembourg.-..----- | .22 4, 723 2,000 |... Role iep dies 
Netherlands } . 80 | 60, 116 1 131, 579 
= | 77 | 16, 532 |... atbeed 
Paraguay in ca . 45 
Uruguay ?-_-__-- siamesthsns i. 
Sweden... __- . 80 
Switzerland __. 2.11 
Venezuela 08 





Subtotal, administra- 
tive contributions_.- --. 4 104. 80 

Trieste___. pied clitlestiiycteidtel dain 
Escapee program 
Contributions from migrants 

and voluntary agencies- -. . 
IRO trust fund. 
Trieste trust fund_..........__|_- 
Miscellaneous income.__-__-_-|-__-- 
Carryover from 1952__......- | 


Total, Mar. 8, 1954__...-|-__- 2, 525, 490 | 6, 492, 574 18, 914,090 | 5, 546,805 | 33, 478, 950 














! Contributions of Australia, $50,000; Belgium, $100,000; and Netherlands, $131,579; total, $281,579, were 
paid in 1953 for account of 1952. 

? Colombia joined committee in September 1953 and agreed to contribute a partial amount toward the 
1953 administrative expenses. 

3 Uruguay joined the committee late in 1953 and no percentage was allocated for 1953. 

4 Exceeds 100 percent because of assessments made to Governments which joined committee early in 1953 
fter original contribution scale had been set. 
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Contributions of member governments, 1954 (estimates) 


j | | 
| | 
re tage | j j . 
| Percentag | . 
seale of | Cash con- | , Contribu 
, ; ; | Cash con- | tions, reim- 
| contribu- | tributions | tributions | bursements| 
, 2 nts | msto | < i | 
Member governments tions to to admin | ‘for free | for 


a ee : 
| adr - s re 
“trative pine movements} specific 
. 4 ws } 
srograms 
expenses programs 


Credits 
allowed 
for proc- 
essing and 
reception 
expendi- 
tures 


| Total con- 
tributions 


United States... ...-. seaadan 31. 32 | $634, 308 | $6,865, 692 |... = ; 000 
Argentina.........-...-. 46 90, 326 |.-- | $918, 609 $668, 300 ’ 235 
Australia... _- a said 29 | 127, 388 201, 600 604, 837 497, 800 , 521, 625 
Austria we — 42 28, 758 173, 910 459, 250 | 918 
Ea pie 63 53, 264 100, 000 |... 264 
pened : eon . 46 90, 326 |... | 296, 800 | 266, 800 926 
Canada... . ee 51 172, 349 |.- a | 652, 500 313, 400 249 
Chile. - ; oo . 02 SE ntncontasont 20, 000 | 37, 700 . 358 
Colombia... .-- ‘ (utnns . 02 20, 658 penautied sateen | 16, 000 36, 658 
Costa Rica.......... eis -13 2, 632 } | 3, 000 , 139 
(ON SEE F .16 23, 493 me Raaitips esate 493 
France....-- piplics COeaatied . 51 172, 349 |. weep’ * <a 349 
SED ong. ccccecess . 51 ees , 862, 300 . 249 
Greece .. 42 28, 758 153, 938 365, 668 364 
aie convetenae id 51 10, 329 90, 000 40, 000 329 
Italy... énenaeuces éda é 172, 349 3, 248, 075 , 769, 250 . 674 
Luxemboure...-.-- oan , ee fowennnes i . , 253 
Netherlands. --....-. nit . 68 53, 264 | .- | 435, 800 | 118, 800 , 864 
EE ita emaattigsiins aia ‘ : 14, 581 eeens NitiGaiks | , 581 
Paracuay - . 8, 506 |.-.- == ; 6, 000 , 506 
Sweden. > ; 53, 264 22, 400 |--.. pea . 5, 664 
Switzerland_.._._.-- wibedip ; 40, 1€0 93, 458 “ | 33, 558 
Urucuav 10, 329 |--.--- ante 8, 000 , 329 
Venezuela. - - als deaionged em ‘ 20, 658 ‘ chides 120, 600 | , 258 





Subtotal, administra- 
tive contributions_- ’ 2, 025, 249 | 
Trieste__.. a2epagepnmnhnnlanepet | ena 266, 550 a | 550 
Escapee program -.-.-......- | bale wie | 783, 75C aad 783, 750 
Contributions from mi¢rants | 
and voluntary agencies__-__|......_- iesese : -..-| 2,846,024 E , 826, 024 
Near and Far East fund ---- 666, 543 666, 543 








Carryover from 1953_____- rn aes 6, 001, 829 : 6, 378, 442 


Miscellaneous ine»me--- Peace 30, 000 30, 000 
Additional contributions re- | 


GUE isncsccuracce pistes: lstaoguions 2, 723, 058 |_..- 2, 723, 058 


! 
Trieste fund sdb cavibn ste ees scscucoh- ae 377, 800 
| 





2, 401, 862 | 10, 023, 208 | 19, 390, 065 7, 552, 868 39, 368, 003 
! | 
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Contributions of government members, 1955 (estimates) 


Member governments 


United States 

Argentina 

Australia 

Austria 

Belgium 

Brazil 

Canada. 

Chile 

Colombia 

Costa Rica 

Deumark 

France 

Germaily 

Greece. 

Israel 

Italy 

Luxembourg 

Netherlands. . 

Norway 

Paraguay 

Sweden. 

Switzerland 

Uruguay 

Venezuela 

Triest ~ 

Escapee program 

Contributions 

Reimbursements by 
tary agencies 

Far East fund 

Miscellaneous incom: 

Additions 


quired 


Total 


from migrants 


il contributions re- 


Percentag 
scale of 

contribu- 
tions to 
adminis- 
trative 


expenses 


31. 32 


LOO, 00 


Cash con- 
tributions 
to admin- 
istrative 
expenses 


2, 491, 728 


Cash con- 
tributions 
for free 


movements 


4, VOD, DOE 
201, 600 
100, 000 


200, 000 


5, 481, 681 


13, 637, 281 


Contribu- 
tions, reim- 
bursements 
for 
specific 
programs 


$3, 919, 591 
867, 740 

2, 072, 000 
2, 500 


e , 000 
16, 000 
700 

2, 500 
00K 


5, 000 
, 550 
000 
000 

3, 400 


2, 500 


70, 046 


Credits 
allowed 
for proc- 
essing and 
reception 
expendi- 
tures 


519, 000 
, 000 
000 


, 000 
2, 000 
71,000 
, 000 

, 000 


71, 500 


, 120 
000 
O00 
2, OOK 
, 000 


000 
197, 000 


9, 936, 620 


Total con- 
tributions 


$11, 700, 000 
1, 497, 871 
3, 140, 330 
1, 187, 882 


670, 047 
159, 116 
64, 916 
10, 238 
58, 904 
412, 047 
4, 928, 547 
l, 557, — 


a, 708 
582, 416 
195, 750 
988, 750 

3, 297,677 
2, 272, 718 
862, 670 
25, 000 
5, 481, 681 


50, 035, 675 


Mr. Warren. I recall a question Mr. Vorys asked me last year which 
I didn’t answer very satisfactorily and that is, what is the per-capita 
cost to the United States of securing this additional movement ? 


Actually, 


Mr. 


additional numbers moved 


time in 


1953 it 


us $77 


Chairman, 


if you divide our 


contribution by the 


I didn’t catch the question last year in 


head to get this 
That is $6,789,590 divided by 87,501 additional persons moved. 
In 1954 we estimated that cost at $71 


and in 


that neighborhood, and I would like to submit that. 
(The information referred to is as follows :) 


1955 at $75. 


Per capita costs in terms of United States contribution 


Calendar year 
Calendar year 
Calendar year 

Actual cost. 


2 Estimated cost. 


1953: . 
1954: ° 
1955 : ° 


Cost bi 


ised on total contribution 
Cost based on total contribution 
Cost based on total cor 


itribution 


$11, 


}.789,590-+-87 
8.500,000-: 
700,000 


additional movement. 


It runs in 


ol S7 
118,400=—$7 
155,000—$75 


I also have the table which will show actual expenditures for 1953 


and proposed expenditures for 


1954 and 1955. 
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(The chart is as follows:) 


Actual expenditure for 1953 and plans of expenditure for 1954 and 1955 


Administrative expenditures- 
Operational expenditures 
European programs 
l'ransportation (air and sea 
Port charges, baggage and insurance 
Escort costs 
Inland transportation and other costs 


Subtotal 
Services 
Member governments 
Committee services 
Cost of operational offices 
igration development 
arch on land settlement 
Subtotal 
Voluntary agencies 
Programs 
(Transportation (air and sea 
Inland transportation 
Subtotal 
Grants to voluntary agencies 
Contingency reserve 
Far East program 
Trieste special fund 


Subtotal operations 


Total expenditures 


, 860, 7 


1953 


, 681, 530 i 4, 094 
93, OO l 000 
50, OOO 000 
13 , 875 


632 


46, 805 
314, 837 


236, 823 


55, 8&3 


228, 429 
100, 000 


, 328, 429 
72 , 692, 500 
SO. 000 5 1, 000, 000 
642, 066 , 233, 5 1, 806, 
624, 705 
413, 636 


994, 073 


There is another table showing the movement between January 
and April 50, 1954. 
(The table is as follows :) 


45700-—54 
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Mr. Vorys. Regarding what is before us and what is involved 
in S. 1766, I want to read, if I may, the conclusions in the report 
from the Judiciary Committee, on page 38 of their report. I have 
not had a chance to study their bill, but apparently they think that 
these conclusions are implemented by their bill. I quote: 

The committee feels particularly that authority over and responsibility for 
the program of guiding escapees from behind the Iron Curtain, a program which 
touches the core of foreign relations is a political rather than an economic 
or social-welfare function and should, therefore, be directed by the Department 
of State. It is felt that the present dispersal of these programs among various 
executives agencies of the Government deprive the United States of obtaining 
the real and full value of its contributions and efforts to cope with these problems 
and their consequences. The committee believes that the question of dealing 
adequately with questions of escapees, refugees, and overpopulation must be 
governed by the paramount political, economic, and security interests of the 
United States, all of which are direct’'y involved and are thus the primary 
responsibility of the Department of State. 

Since there is identity of purpose, there should be unity in determining policy 
and in administration. 

We have, I presume, in this room representatives of all of the 
possible departments who might be involved. I would like to know 
whether all of the departments involved agree with those statements. 
I ask the question of you, Mr. Warren, and everybody in the room. 

Mr. Warren. Well, Mr. Vorys, I am in a rather awkward position. 

So far as I know, the Department of State has not been consulted 
and no views have developed in the Department with respect to S. 
1766, and I am really not in a position to speak for the Department 
in response to your question. 

Mr. Jupp. Mr. Vorys, may I ask if in the committee report they 
give the Department’s report on this bill as being in favor of or not 
in favor of it? Usually in a committee report they include the 
Department’s view. 

Mr. Vorys. I couldn’t find in their report any reference to a state- 
ment that “the budget says this is in accordance with the President’s 
program.” 

ere is the point. If this bill that has passed the Senate and is out 
of the Judiciary Committee, and is to be law, then we are wasting 
time here today. If it is the position of the administration that this 
bill should be the law, then this committee doesn’t want to jump in 
and duplicate or mess things up. 

If it is the position of the administration that that should not be 
the law, then this committee can act. 

I don’t see how this committee can act intelligently without an 
answer to my question as to the administration’s position. 

That is all, Mr. Chairman. 

Mr. Javrrs. Mr. Chairman, did I understand we were all invited 
to comment ¢ 

Chairman CurrerFrevp. Yes. 

Mr. Javits. Well, Mr. Chairman, it seems to me we can’t expect 
this program to fall between two stools. I think Dr. Judd has pointed 
that out very capably. There is no such law now, while we are 
considering this bill. This has been a part of this bill, and it is the 
way in which they have gotten their money. 

If there is a new law either the Congress or the executive will deal 
with the new situation. I am confident that we won’t fall between 
stools even if the conferees have to deal with it. 
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As far as they are concerned, this is the time and place when they 
are to ask for this money, and they are asking for it. Now, I think they 
are doing exactly what they ought to do. 


STATEMENT OF FREDERICK E. NOLTING, JR., SPECIAL ASSISTANT 
TO THE SECRETARY OF STATE FOR MUTUAL SECURITY AFFAIRS, 
DEPARTMENT OF STATE 


Mr. Noxtine. I Me as the matter now stands—and I have made 
a recent check on this . Judd’s analysis of the situation, so far as 
the State Department is concerned, is exactly correct. 

I am not sure as to what the Secretary’s final view and comment 
will be on S. 1766. We have not yet formally commented. I think 
he has it under consideration now, but he felt that we should move 
forward with this request in this bill unless and until the other bill 
materializes and is advocated or is concurred in by the executive 
branches concerned. 

Mr. Vorys. Here is the point. I have just looked in the reorgani- 
zation law, and I can find no justification under the jurisdiction set 
forth there for having the Judiciary Committees of the House and 
Senate pass on matters of foreign policy, but the Judiciary Committee 
says in this report on their bill: 


This is an element of American foreign policy and the international relations 

of the United States. 
Under the preceding administration and under the present admin- 
istration, delegates to the meetings, the formation meetings of the 
ICEM and subsequent meetings, have been selected from the Judiciary 
Committee. 

I would think that is because that Committee has to do with immi- 
gration into the United States. Therefore Messrs. Reed and Walter, 
going to these international meetings and returning and going again, 
prepare legislation which goes to their committee. 

Now, if this is the way it is to be done, I don’t want to make a fight 
to retain jurisdiction of this. We certainly have enough. But I 
don’t want to move along in the dark or have a race to see which bill 
gets through first, or something like that. 

I would just like to get the thing clear at least in my own mind as to 
where we stand with the Department of Justice and the FOA and the 
State Department and the White House and the Judiciary Committees. 

Thank you, Mr. Chairman. 

Chairman Cureerrrecp. Thank you, Mr. Vorys. 

Mrs. Bovron. Mr. Chairman, may I ask a question ? 

How are we going to answer the problem that is in Mr. Vorys’ and 
all our minds at the moment? 

Chairman Currerriecp. As far as I am concerned, I am going to 
talk further with Mr. Nolting. ? 

Mrs. Bouron. We need take no action at all except to expect it of 
you; is that it? 

Chairman Cuiperrietp. No, I wouldn’t say that. 

Mr. Noutrne. Mr. Chairman, may we suggest that we submit a 
portion for the record on this precisely and by the end of this week. 

Mrs. Bouron. Thank you very much, I think that might clarify it 
a little bit. At least it will put you in there somewhere. 
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(The following has been supplied for insertion in the record :) 


DEPARTMENT OF STATE, 
Washington, June 2, 1954. 
Hon, JOHN M. Vorys, 
House of Representatives. 

Dear Mr. Vorys: During the hearings on the mutual security program, you 
requested the views of the executive branch on 8S. 1766, to establish the Office 
of Refugees and International Migration. 

S. 1766 passed the Senate on June 16, 1953, and was reported favorably by 
the House Judiciary Committee on April 12, 1954, with amendments which would 
establish an Office of Refugees and International Migration in the Department of 
State, and authorize the continued membership of the United States in the Inter- 
governmental Committee for European Migration in accordance with its consti- 
tution approved in Venice on October 19, 1953. 

The Department fully supports legislation which would provide for continued 
United States participation in the Intergovernmental Committee on European 
Migration in accordance with its constitution. On January 28 and March 16, 
1953, I wrote to Chairman Reed of the House Judiciary Committee (these letters 
are printed at pp. 35 and 36 of H. Rept. 1515 of April 12, 1954), stating that 
the Department is prepared to give its approval to the text of the constitution 
and to support legislation authorizing United States participation in the Inter- 
governmental Committee for European Migration. 

The Department, however, does not favor the enactment of those provisions of 
S$. 1766 which would create in the Department an Office of Refugees and Interna- 
tional Migration. 

From the language of the bill and the committee report, it would appear that 
the Secretary of State would be directed to establish an Office of Refugees and 
International Migration, headed by a Director who would have primary responsi- 
bility for the “development and administration of programs of assistance to 
refugees and international migration.” 

As you know, it was the intention of the President, in which the Department 
fully concurred, under Reorganization Plan No. 7 of June 1, 1953, to divest the 
Department of certain operating functions concerning refugees, but to retain 
policy guidance in the Department. It is believed that such policy guidance has 
in fact been retained and exercised by the Department. 

In its present form, S. 1766 appears to be contrary to Reorganization Plan No. 7 
and to return to the Department certain operating functions concerning refugees 
which would recreate the situation which the reorganization plan was designed to 
eliminate. As you know, the reorganization plan has been in operation for less 
than a year, and the Department can present no valid reasons for revising the 
present arrangements. 

The language of the bill and its legislative history to date appear clearly to 
indicate an intention that those operating functions are to be returned to the 
Department of State. Even if there were subsequent clarification of the legis- 
lative intent on this point, however, it is believed the provisions of the bill creat- 
ing an Office of Refugees and International Migration in the Department would 
serve no useful purpose and would cause some uncertainty and confusion as to 
areas of responsibility. 

The Department is of the view that the subjects of refugees and migration are 
extremely important and that there must be full coordination in those fields. As 
a matter of principle, however, and from the standpoint of good administration, 
the Department recommends against the establishment by statute of special 
offices in the Department to deal with specific substantive matters. 

In many cases, policy problems concerning refugees and migration are closely 
related to and cannot be separated from the general foreign policy and economic 
problems of a particular geographic area. Furthermore, the problems of refugees 
and migration are of such a nature that it would be preferable to permit the 
Secretary of State considerable freedom of action in establishing the adminis- 
trative processes within the Department by which these problems are considered 
and coordinated. 

In order to assure that provision is made for United States participation in 
the Intergovernmental Committee for European Migration, and for the authoriza- 
tion of funds, and since this authorization has been contained in the Mutual 
Security Acts in the past, it is hoped that such authorization can be included in 
the mutual-security bill now under consideration by the House Foreign Affairs 
Committee. 
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I have been informed by the Bureau of the Budget that it has no objection to 
the submission of this letter. 
Sincerely yours, 


Turuston B. Morton, 
Assistant Secretary. 
Chairman Currerrretp. Thank you, Mr. Warren. 
Mr. Lloyd, do you wish anyone to comment on the provisions relat- 
ing to escapees and to ocean freight ¢ 


STATEMENT OF GLEN A. LLOYD, DEPUTY TO THE DIRECTOR, 
FOREIGN OPERATIONS ADMINISTRATION 


Mr. Lioyp. Mr. Chairman, I would suggest that the statements in 
the unclassified book on escapees, page 597, be incorporated in the 
record. 

The statement on ocean freight appearing in the same book, page 
611, should be incorporated. 

(The statements referred to are as follows:) 


ESCAPEE PROGRAM 
Comparative summary of programs by fiscal year 


Escapee program: 
Fiscal year 1953 *$1, 930, 419 
Fiscal year 1954 7, 500, 000 
Proposed fiscal year 1955 
, ats local currency available without purchase from appropriated funds equivalent 
o $1,697,455. 
GENERAL NARRATIVE STATEMENT 


The escapee program had its inception under the authority of the Kersten 
amendment to section 101 (a) (1) of the Mutual Security Act of 1951. 
The escapee program consists of the following activities : 


Reception 

As of December 31, 1953, approximately 35,000 escapees had presented them- 
selves for registration under the program in Europe. 

As a safeguard all persons receiving program assistance have been screened 
by a procedure similar to that used for United States visa applicants to assure 
that they are bona fide anti-Communists refugees and deserving of United States 
assistance. Persons not meeting the security standards are excluded from 
program benefits and appropriate action is taken by other United States agencies 
or local police authorities. 


Care and maintenance 


Activities have been administered to achieve an adequate standard of care 
until permanent resettlement can be effected. The projects include the furnish- 
ing of food, clothing, shelter, sanitary and health services, amenity supplies, and 
limited recreation facilities. 


Resettlement ; 

In Europe, out of a total of 24,581 persons eligible for program assistance, 
almost 7,400 had been resettled as of December 31, 1953, primarily in the United 
States, Canada, Australia, and Latin America. In the Middle East the program 
has been instrumental in permanently resettling 267 Kazakhs from the country 
of initial asylum—Kashmir—to Turkey. In the Far East the program has 
assisted over 3,800 selected refugees to resettle out of Hong Kong as of 
December 31, 1953, and a grant of $150,000 was made to the Hong Kong colonial 
government for assistance to 60,000 persons made homeless in a disastrous fire 
on Christmas night 1953. 


Transportation 


The program pays for the overseas transportation of its eligibles to countries 
of resettlement, principally through a contract with the Intergovernmental Com- 
mittee for European Migration. 
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Voluntary relief shipment subsidies 
COMPARATIVE SUMMARY OF PROGRAMS BY AREA 
Program 


Estimated Pro 
y os posed 
a, | fiseal year | fiscal year 


1954 1955 





Ocean freight subsidies: 
Shipments by veneer © relief agencies: 
ii oe Raa 





Total, voluntary relief agencies_ Se 
Shipments by parcel post (undistributed by area)....- 
Inland transportation subsidies on shipments of surplus agri- | 

cultural commodities by voluntary relief agencies_ 





NOES Lctghes il... cntibadeadabnbhitte bhdba Meh bhnhoineed 2, 191, 078. | 


COMPARATIVE SUMMARY OF EXPENDITURES AND PROGRAM ACTIVITY FOR 
OCEAN FREIGHT SUBSIDIES 


Expenditures for ocean freight. .-.....- shite te OT renee } $1,350, 000 $4, 325, 000 $4, 400, 000 

Weight of relief supplies ‘Pounds 5 93, 000,000 | 211, 250, 000 220, 000, 000 

Value of relief supplies ine $21, 000,000 | $62, 000, 000 $65, 000, 000 
| 





1 To be financed pursuant to either sec. 203 (a) of the proposed Agricultural Act of 1954, or, in the event that 
Congress fails to adopt sec. 203 (a), sec. 706 (a) of the proposed Mutual Security Act of 1954. 


Nore.—Participating agencies include the following: American Baptist Relief; American Friends of 
Austrian Children; American Friends Service Committee; American Jewish Joint Distribution Committee; 
American Middle East Relief; American ORT Federation; Assemblies of God; Brethren Service Commis- 
sion; Church World Service; Congregational Christian Service Committee; Cooperative for American 
Remittances to Everywhere (CARE), Inc.; Foster Parents’ Plan for War Children; Greek War Relief 
Association; Lutheran World Relief; Mennonite Central Committee; Near East Foundation; Little House 
of Saint-Panteleon; International Rescue Committee; Iran Foundation; Refuge des Petits; Salvation Army; 
Save the Children Federation; Tolstoy Foundation; Unitarian Service Committee; United Lithuanian Re- 
lief Fund of America; War Relief Services—National Catholic Welfare Conference; and World Student 
Service Fund. 

Participating countries include the following: Austria, France, Germany, Greece, Iran, Italy, Lebanon, 
Trieste, Yugoslavia, Formosa, India, and Pakistan. 

Mr. Luoyp. Mrs. Houghton and Mr. Dawson of FOA are here to 
make any comment the committee desires or to answer any questions 
any committee member has. 

Mr. Jupp. Because the escapee program was built up in this com- 
mittee or at least was under discussion, again and again, I think it 
might be of value to have a résumé of how it is developing and what 
those in charge contemplate for the future. It is covered fairly well 
in this general narrative statement, but it is a program which some of 
us felt had greater possibilities than it realized in the beginning, 
probably due; just to difficulties of setting up a new program and the 
lack of clear definitions as to what was involved. But I have under- 
stood that it is beginning to operate a little more effectively and it 
seems to me right now in this touch-and-go situation where we know 
there is such great opposition to the Communists behind the Iron 
Curtain, that we ought to increase, rather than decrease, our emphasis 
on this program. 

(Discussion off the record.) 

Mr. Jupp. I think Mr. Dawson is in charge of its administration. 
I think, Mr. Chairman, we ought to hear a statement before we have 
a chance to ask questions. 

Chairman Cuirrrrrevp. If you will, please. 
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STATEMENT OF LAURENCE DAWSON, CHIEF, ESCAPEE PROGRAM 
DIVISION, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Dawson. Mr. Chairman, I am Laurence Dawson, Chief of the 
Escapee Program Division within the office of the Assistant Director 
of Refugees, Migration and Voluntary Assistance, of the FOA. 

I would like to say at the outset that the escapee program is exclu- 
sively a United States program. It is not an international program 
in its humanitarian assistance. It serves [security deletion] broad 
United States objectives [security deletion]. 

During the postwar period the countries which give asylum to the 
escapees coming from behind the Iron Curtain have been completely 
overburdened with refugees’ problems of their own—people of their 
own nationality. 

In Germany there are at least 10 million persons who are either 
expellees or German refugees. Thus, although these countries gave 
considerable assistance to the escapees who came through—the non- 
German, the non-Austrian, the non-Greeks, the non-Italians—never- 
theless that assistance was on a level which was fairly low, the bare 
minimum—and thus created a situation which was highly exploitable 
by the Communists and which they did not fail to exploit. 

They used it—this situation in which the escapees were living in 
camps, ill-fed, ill-clothed, and, above all, without any hope of resettle- 
ment anywhere—a stagnant situation, a situation of neglect and it 
caused some of these people to go back home. 

But whether they went back home or whether they stayed where 
they were, the Communists exploited the situation to great effect. 
They used it to lower United States prestige and to confirm their own 
propaganda as to the lack of concern of the people in the West. 

[Security deletion.] It was used above all to preclude the retention 
or the development of the friendship for the West and for the free 
countries and for the United States of the hundreds of millions of 
captive populations. 

Lastly, the Communists represented these conditions of neglect as 
being a companion piece to alleged forcible repatriation which, ac- 
cording to their propaganda, will take place for anyone who escapes, 
particularly in time of war. 

They are trying desperately to implant in the minds of the captive 
population, the people whose friendship we are seeking to retain, the 
idea that there is no use trving to escape, that if you escape you will 
be forcibly repatriated, and they realize that the prime significance 
of that objective is that in time of war, in the event of large-scale hos- 
tilities, whole units, battalions, regiments, armies of persons who 
might desert to the West would not do so if they firmly believed that 
they would be returned. 

That, of course, is the primary Soviet motive in their effort to secure 
the forcible repatriation of the 14,000 POW’s in Korea. 

To meet this situation, the escapee program was established under 
the authority of the Kersten amendment in March 1952. It was given 
the purpose of supplementing the care and maintenance for these 
escapees of supplementing the care given them by the local govern- 
ments and by certain voluntary societies and, above all, of promoting 
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and carrying out and seeking their reestablishment, especially 
through resettlement overseas in countries throughout the world. 

The program was concerned at the outset w ith some fifteen or six- 
teen thousand persons who had escaped in Europe since 1948 and who 
had piled up and were living in the conditions which I have described, 
and with [security deletion | the new escapees coming through from 
behind the Iron Curtain. 

(Discussion off the record.) 

Mr. Dawson. The program operates in Germany, Austria, Italy, 
Greece, Trieste, Turkey, and in a limited fashion in some of the other 
West European countries. 

In 1953 it was decided to extend the program in a modest way to the 
Far East. 

Now I would like to comment for a moment on the difference be- 
tween escapees in the Far East and in Europe. 

In Europe, as I said, we have a program concerned with persons 
from the Soviet and satellite countries who only numbered some fif- 
teen or twenty thousand. That was a group of people who could be 
dealt with. You could attack that problem, and those who have come 
in since and get somewhere with it and hope, in due course, to solve 
that problem. 

In the Far East, though, in Hong Kong, there are 1,250,000 Chinese 
escapees who have come in since 1949 and who have far more than 
doubled the population of Hong Kong. 

Certainly no program, the escapee program or any other program, 
could hope to solve that through the means of resettlement within a 
short period of time, or, if it could be solved, the funds involved would 
be astronomical. 

Nevertheless, it was an untenable situation [security deletion] that 
this problem should endure and exist in Hong Kong without the name 
of the American people being identified with a solution or an attempt 
at a solution or, at least, a token effort. 

I want to say that assistance to escapees promotes the objective of 
showing the concern, the solicitude, the humanity of the West, and all 
the things we stand for in contrast with the Communists, not only 
merely to escapees but to those countless persons behind the Curtain 
who do not wish to escape, who do not leave, and who could not leave, 
but who want to stay on. 

In the Far East this is done through American voluntary organiza- 
tions which exist in their own right and have funds of their own. 

It was felt. by one of these organizations that if you could find one 
group of people in this 1.25 million to whom effective aid should be 
given, in a way which would serve as a striking demonstration of this 
concern, that that would be very well worth doing, that news of that 
would get back behind the Iron Curtain, and that it would show the 
concern of the West, not merely to captive populations, but it would 
show American interest in an area where our prestige has had rough 
going. 

The organization, Aid Refugee Chinese Intellectuals, Inc. (ARCI), 
had on its caseload several hundred students, scholars, and professors, 
persons who had been educated in American universities and who 
speak English and are now part of this vast horde living in [security 
deletion] miserable refugee conditions [security deletion]. 
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If they could be resettled in Formosa, it would serve the dual pur- 
pose of preserving some of the leadership of the Chinese people in the 
West and, at the same time, of meeting other objectives that I have 
described. 

ARCT has subsidized and supported specific projects to this end and 
numbers of people have been moved to Formosa under this program of 
ARCI. 

I would like to go back to Europe for a moment and mention eligi- 
bility. 

Generally speaking, we are concerned with folks who have fled since 
the first of January 1948. Any person who comes out at the poe 
time falls, first of all, into the hands of the local authorities, both of 
the local government and of the allied governments. There he is 
given a thorough screening. 

(Discussion off the record.) 

Mr. Dawson. He is next turned over to the escapee program, and 
there he is checked and rechecked by investigators, and, lastly, in the 
escapee camp, the escapee from a given city—let us say from Prague— 
if he has been a Communist or Communist Party member, if he has 
been a Communist official, sooner or later he is going to run into other 
escapees from Prague who will recognize him and who will turn him in, 

(Discussion off the record.) 

Mr. Dawson. Any person who is found wanting on grounds of 
security, embracing subversion, or criminality to various degrees is 
removed from the program and is not in any sense our concern. 

The escapee program operates through the voluntary agencies and 
most of our projects are carried out by the agencies. We have staffs 
abroad who supervise them and check and end-audit everything that 
they do. 

Mr. Chairman, Dr. Judd asked for some specific information as 
to what we have done so far. 

(Discussion off the record.) 

Mr. Dawson. In Europe we have so far resettled over 11,000 of 
the escapees in a number’of countries. We have been concerned with 
25,000 altogether, including the new escapees who have come in. We 
have given care and maintenance, training facilities—supplementing 
local efforts—projects designed to overcome the natural disadvantages 
which the escapee faces. 

He has been cut off from normal communication with the outside 
world and has had to leave behind all of his assets. We have restored 
his documentation, built up the dossier on him, and carried out a 
number of projects of various kinds designed to completely transform 
the stagnation and neglect of that person into activity, hopefulness, 
and productivity. 

In the Far East, ARCI has carried out the project which I have 
described, and we are now entering into arrangements with some of 
the other great volunteer agencies for operations in the Far East, par- 
ticularly with the religious ones that have been traditionally in the 
Far East as missionaries. , 

Mr. Jupp. You have reported here for 1953, $1.9 million, and for 
1954, $7.5 million. You have nothing for fiscal 1955. Does that mean 
that you want to continue under the original authorization of the 
Kersten amendment up to $100 million, but we don’t need a special 
allocation in this bill for that purpose ? 
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Mr. Dawson. That is correct. We are not asking for new money. 

Mr. Jupp. It has to come out of somebody’s budget. If you use 
$7.5 million in the coming year, it has to be taken away from technical 
assistance or military or someplace. Where do you get it? 

Mr. Dawson. It comes under the Kersten amendment. It comes 
from the fund of the military appropration, title I. 

With respect to our 1955 funds, there is an understanding and 
agreed position in the Administration that the Defense Department 
will fund the program for 1955—will produce the requisite funds. 

Mr. Jupp. You are not asking for an appropriation? But how 
much do you think it will take in 1955? 

Mr. Dawson. Our estimate is $6.5 million. 

Mr. Jupp. Less than the present year? 

Mr. Dawson. That is for fiseal year 1955. 

Mr. Jupp. And this year you have $7.5 million ¢ 

Mr. Dawson. We have $7.5 million this year. We were authorized 
in the first year $4.3 million in dollars, plus counterpart funds, which 
brought our total availability up to about $6.2 million. 

I have jumped about in this a bit and tried to lay stress upon the 
fact that this is a humanitarian program serving broad United States 
objectives that I have outlined. I am prepared to go into further 
detail, if the committee so desires, and I am also prepared, if you wish 
to take the time, to give a more detailed picture of the internal-security 
measures of the Soviet and satellite governments and of the desperate 
and increasing measures they are taking to preclude escape, realizing 
perfectly well the significance to their objectives in this problem. 

Chairman Currerrteip. Are there any questions? 

Mrs. Bouton. I have just one question out of poor memory. 

Was there not a place at the last part of the war where we turned 
back people who wanted to come out—a shocking incident that one of 
our members was in on a bridge? In Poland, was it not? 

Mr. Vorys. May I ask a question. 

Chairman Curperrtetp. Mr. Vorys. 

Mr. Vorys. Mr. Dawson, you are the person in the United States 
Government who administers the Kersten amendment, is that correct ? 

Mr. Dawson. No, sir; I am within the Office of Refugees Migration 
and Volunteer Assistance of the FOA. I am charged with direct 
responsibility for the administration of the escapee program. I have 
no responsibility and no definite knowledge concerning other imple- 
mentation of the Kersten amendment. 

Mr. Vorys. Who would we secure to answer questions on that ? 

Mr. Dawson. The Department of Defense and the Department of 
State, and the FOA, are all concerned with any determination made 
in accordance with the actual language of the Kersten amendment. 

A Presidential determination must be made for any program under 
it, and I know of no such program. I can’t give you the names of 
the people in each Department who would be concerned with that. 

Mr. Vorys. What I wanted to know was this: The Kersten amend- 
ment refers to “any selected persons who are residing in or escapees 
from * * *” and then follows a list of Communist countries. 

Has there ever been any processing of persons residing in any of 
those countries ¢ 

Mr. Dawson. Are you speaking from the point of view of the 
escapee program ? 
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Mr. Vorys. I am speaking from the point of view of just what I read 
from the law. 

The Kersten amendment refers to not only escapees but persons 
who are residing in these countries. 

Mr. Dawson. Yes, sir. 

Mr. Jupp. You are only dealing with those who get out? 

Mr. Dawson. That is correct. The escapee program deals only 
with those who have gotten out. As to whether there has been any 
other activity concerning persons residing in, I don’t have the infor- 
mation on that. 


STATEMENT OF JOHN E. MURPHY, CONTROLLER, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Murrny. I can help, I think, Mr. Vorys. 

The only determinations made by the President under the Kersten 
amendment have to do with the escapee program that Mr. Dawson is 
concerned with, so in that sense there has been no determination for 
persons “residing in” as the law says. 

Mr. Vorys. Now between you and Mr. Dawson, maybe you can 
answer this one: The Kersten amendment says— 

Either to form such persons into elements of the military forces supporting 
the North Atlantic Treaty Organization, or for other purposes. 

Now “other purposes” is what we have heard about. 

Have any such persons ever been formed into elements of the mili- 
tary forces supporting the North Atlantic Treaty Organization? 

Mr. Morpny. No, sir. 

Mr. Nottrne. Mr, Chairman, I think I can throw some light on 
this. 

T would request that this not be on the record. 

Chairman Criperrrecp. Take it off the record. 

(Discussion off the record.) 

Mr. Jupp. I talked recently to a man who came back from Ger- 
many—an American—and he said in spite of all their precautions 
and the unbelievable efforts of the Communists to tighten up the 
Curtain, more people were coming through now than a year ago. 
Thev had developed a sort of systematic underground. By paying 
$1,000 one could get persons with insulated pliers to cut the wires 
and come through then go back and get another party, and there are 
about twice as many coming through as came through a year ago. 

It was just a citizen telling me that. 

Are vour figures anything like that? 

Mr. Dawson. You said Germany? 

Mr. Jupp. I shouldn’t have said Germany. He came back from 
Germany but he said this was happening along the Curtain, Hungary, 
Austria, Czechoslovakia, or whatever countries are on the borders. 

Mr. Dawson. Our figures show a fairly steady flow of escapees 
[security deletion] getting out into all of these countries—Germany, 
Austria, Italy, Greece, Trieste, Turkey. That [security deletion]. of 
course, excludes all the German refugees moving from East to West 
Germany. 

But in Austria, for example, I learned during the course of a re- 
cent trip through Austria, that the qualified [security deletion] au- 
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thorities believed that the escapee program and other factors are re- 
sponsible for the increasing flow of persons who are coming out, 
despite the fact that the controls are 2 or 3 times tighter along the 
border now than they were in 1952, and, if the committee desires, 
I might take a moment or two to describe the controls. 

Chairman Cuirerrtetp. Your statement is very interesting. Go 
ahead. 

( Discussion off the record.) 

Chairman Currerrieip. Thank you very much indeed. 

Mr. Dawson. I am very grateful if I have been of assistance. 

Chairman Cuirrrrrevp. Mr. Cain. 


STATEMENT OF LEIGHTON CAIN, OFFICE OF MILITARY 
ASSISTANCE, DEPARTMENT OF DEFENSE 


Mr. Carn. I am Leighton Cain. I am Chief of the Reimbursable 
Aid Branch of the Program Division, Office of Military Assistance, 
which is a part of the Office of the Assistant Secretary of Defense, 
International Security Affairs. 

Mr. Chairman, and ladies and gentlemen of the committee, it is 
with a great deal of pleasure that I have been requested to inform 
you of what I consider to be a very vital and important part of our 
mutual security program. Namely, the sales by the United States 
Government of United States Government military equipment to elig- 
ible friendly foreign governments under the reimbursable military 
assistance provisions of the Mutual Defense Assistance Act of 1949, 
as abated 

During the past 4 years, much United States military equipment 
has been purchased and paid for by the recipent countries out of their 
own dollar resources. 

In order that this committee may be informed of the reimbursable 
military assistance program and its progress to date, a narrative state- 
ment with supporting tabulations has been prepared and distributed 
to each committee member. 

I should like to read this statement and make certain comments 
regarding the data shown on the tabulations. 

May I respectfully call your attention to the classified nature of 
certain of the data contained therein which is separately marked on 
each page in which classified information appears. 

In addition to this statement, there is in the declassified book, vol- 
ume I, section [l—pages of section II—numbered 19 and 20, certain 
data on reimbursable military assistance. 

Reimbursable military assistance is a vital part of the United States 
mutual security program. Following the old business principle of 
“cash on the barrelhead” deliveries of goods and services have been 
made in the past 4 years to 45 friendly nations of the world in a volume 
approaching $350 million, or roughly 5 percent of the total deliveries 
of grant military aid provided under the mutual defense assistance 
programs during the same period of time. 

Mr. Vorys. Mr. Chairman, would you pardon an interruption? 

Mr. Carn. Yes. 

Mr, Vorys. May I ask permission that Mr. Dawson be permitted 
and authorized to file a statement for our public record giving such 
information as is in the public interest along the line he has given us 
on the Kersten amendment. 
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I understand he is willing to do this. 

Chairman Currerriexp. I think it is a good idea. 

Mr. Dawson. I will be very glad to do it. 

Mrs. Hoveuton. Mr. Chairman, may I be given permission to file 
a presentation on ocean freight. 

Chairman CriperFietp. Yes, indeed. 

(The information referred to is as follows :) 


STATEMENT OF l)oroTHY D. HouGutTon, ASSISTANT Director FOR REFUGEES, 
MIGRATION, AND VOLUNTARY ASSISTANCE 


Notwithstanding the extensive programs of many nations, notably among them 
our own, to provide medicines, food, clothing, and the like to the sick, home- 
less, and impoverished in friendly lands, private charity, as always, bears much 
of the burden of relieving human suffering and privation. Through the great 
voluntary agencies, three-fourths of the people of our country contribute money 
and goods toward the well-being of the unfortunate victims of war, turmoil, and 
econimic unbalance wherever they can be reached. So great is the need, and 
so generous is the response, that the one item of transportation cost to the far 
reaches of the earth would tax the limited cash resources of these private groups 
to the point where some of these relief programs would need to be drastically 
curtailed or, conceivably, abandoned. I hesitate to contemplate the numbers 
who would face hunger and death if that were to occur. 

In addition to the solicitation, gathering, and distribution of relief goods from 
their own constituencies, the voluntary agencies, with their personnel, facilities, 
and experience, are furnished for distribution by their American representatives 
in distressed areas, surplus agricultural commodities under section 416 of the 
Agricultural Act of 1949. 

Fifty-seven voluntary agencies are registered with us for foreign aid. Of 
these, 27 ship supplies abroad in large quantity. The United States has recog- 
nized for some years the importance of voluntary assistance as a complement 
to her own efforts for peace. The voluntary agency workers abroad can reach 
areas and individuals at levels to which Government programs very often do 
not filter. 

We can easily understand why this great movement of assistance from indi- 
viduals to individuals must continue. The evil exploitability of mass misery has 
been too often demonstrated : Sadly we see it at work every day. 

As I have indicated, the major problem for the agencies is the matter of over- 
seas freigit costs. By defraying these charges, as it has since July 1, 1948, the 
United States has, at a cost of less than $12 million, enabled the agencies to 
ship and distribute almost $200 million of Sorely needed supplies overseas. It 
is this productive, worthwhile enterprise which I have come here to present. 

Religious and lay agencies have effectively administered the free-will offerings 
of the American people for overseas relief amounting in value to more than 
$1,500 million. The intelligent giving and the planned distribution of these 
resources is an example of constructive philanthropy of continuing value. 

In the above connection, cooperation with Government has been useful. Yet 
the essential voluntary and personal aspect, “people-to-people” has been main- 
tained. As Secretary of State Dulles has said—‘This relationship, while no 
substitute for governmental grants, has an indispensable quality that no govern- 
ment-to-government aid can duplicate. It has created sympathy and good will 
between our citizens and their fellowmen in allied and former enemy countries. 
** * This * * * is a force of enduring strength that can bind together the 
peoples of the world.” 

Voluntary agencies are especially competent to dispense relief to the indigent 
because their highly trained staffs are able to make determinations on the basis 
of actual need. To qualify as claimants for reimbursement, registered agencies 
must continue to fulfill the requirements of the regulations governing registra- 
tion. Moreover, the agency programs for each country must be and are specifi- 
cally approved, including the character of the supplies in support of such 
program. 

I now invite your attention to the table before you which shows the actual 
expenditures on ocean freight for fiscal year 1953 ($1,350,000), the estimated 
expenditures for 1954 ($4,325,000), and the amount we are requesting for fiscal 
year 1955. The latter figure you will note amounts to $4,400,000 to cover ocean 
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freight both for normal relief shipments as well as agricultural surplus com- 
modities. 

In connection with table 1, I should like to call your attention to an error in 
footnote (*). The reference to section 706 (a) of the proposed Mutual Security 
Act of 1954 should be to section 705 (d). 

The ocean freight subsidy brings private relief programs into direct comple- 
ment of governmental programs in this field. The solicitude and service of the 
American people to distressed humanity is traditional, and this program of the 
voluntary agencies, with their intelligent giving and planned distribution, reaches, 
as I have said, 75 percent of the American people. It brings each of them 
directly into personal support of American foreign policy. 

During and following World War I, relief was extended without discrimina- 
tion and in continuing measure to war sufferers under the direction of Herbert 
Hoover, whose name we always remember in connection with the feeding of the 
hungry in Belgium from 1915 to 1919. The American people responded warmly 
and generously to the needs of friend and former foe. This aid was renewed 
through World War II, with 300 private organizations registering in that work, at 
that time with the Department of State. A committee was then appointed called 
the President’s War Relief Control Board, which was the predecessor of the pres- 
ent Advisory Committee on Voluntary Foreign Aid. This committee was set up to 
license and regulate any solicitation for war-relief charities in order to control 
the timing, character, and manner of appeals to the public and to serve the 
interests of economy and efficiency. 

Our office serves as a repository for information for public guidance to 
facilitate the programs and projects for the registered voluntary agencies. I 
like to think of these voluntary agencies, served as they are by consecrated and 
dedicated men and women, almost always underpaid and many of them working 
on a volunteer basis, as the speaking, working conscience of America. 

Countries receiving relief supplies under this program include participating 
countries defined in the Economic Cooperation Act of 1948, in section 117 (c), 
and subsequently, in section 535 of the Mutual Security Act of 1951, as amended, 
as any country eligible for economic and technical assistance. In these acts the 
Congress provided funds to further the activities of eligible American voluntary 
relief and rehabilitation agencies by reimbursing ocean-freight costs on relief 
supplies shipped by such agencies to the above-defined countries. The support 
of these agencies’ activities represents the recognition on the part of our Govern- 
ment of the value of direct people-to-people giving, over and beyond government- 
to-government aid. 

In the usual case, an agreement is entered into between our Government and 
each recipient country providing for duty-free entry of relief supplies, and free 
inland transportation from the foreign port of entry to the point of ultimate 
distribution. The program operation requires and obtains a sustained cooper- 
ative relationship among the three major participants: The American voluntary 
groups; the United States Government; and the governments of the recipient 
countries. 

For the current fiscal year 1954, Congress appropriated $1,825,000 for this 
program. However, the substantial quantities of surplus commodities subse- 
quently made available to the voluntary agencies by the Department of Agricul- 
ture under section 416 of the Agricultural Act of 1949 made additional funds 
necessary in order that these surpluses (dried milk, butter, and cheese) could 
be moved and distributed by the agencies to needy persons abroad. From July 1, 
1953, through March 31, 1954, a total of 132,500,000 pounds of relief supplies 
valued at $49 million, including 49,112,000 pounds of surplus dried milk, 22,977,000 
pounds of butter, 15,117,000 pounds of cheese, were sent to and distributed in 
Austria, France, Germany, Greece, Iran, Italy, Korea, Lebanon, Trieste, Yugosla- 
via, Taiwan, India, and Pakistan by the voluntary agencies participating in this 
program. The President, on September 28, 1953, authorized, under the provisions 
of section 513 (b) of the Mutual Security Act of 1951, as amended, the use of an 
additional $2.5 million for this ocean-freight program. Additionally, he author- 
ized the use of $1 million to defray costs of transporting these surplus commod- 
dities commodities from point of storage to United States ports. Further funds 
may be needed to carry this program through June 30, 1954. It is presently 
estimated that during fiscal year 1955 the amount of relief supplies to be moved 
by the voluntary agencies will be equal, at least, to those moved in fiscal year 
1954. Therefore, the amount of $4.4 million is requested for this purpose. 
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This program giving freight subsidies to surplus agricultural commodities is 
moving the mountains of surpluses not needed in our own country to the masses 
of hungry, despairing people overseas. 

I should add, at this point, that section 705 (d) as being proposed now con- 
tains an amendment to delete all reference to domestic inland freight in con- 
nection with shipments of surplus goods, in the expectation that section 203 (a) 
of the proposed Agricultural Act of 1954, now before the Congress, will provide 
for the delivery of these surplus commodities to the agencies at United States 
ports of embarkation, rather than at the points of storage in the United States 

The term “ocean freight” may, at its utterance, suggest a drab, commercial 
enterprise. In this instance it is not. Quite the contrary. It is the difference 
between hungry, weeping children, and the joyous laughter of those whose little 
bodies are warm and full. It is the medium which supplants despair with hope. 
It brings to its beneficiaries abroad the realization of which peoples are their 
genuine friends, and to whom they in turn can safely entrust their future. In 
these troublous days this program can be among the foremost contributions to 
our country’s efforts toward peace and security. 


Mr. Dawson. Mr. Chairman, I believe Mr. Vorys was referring 
not to a principal witness statement covering the presentation as a 
whole but concerning that portion which we left off the record which 
would include everything except the very parts of that portion which 

‘aused it to be off the record; is that right? 

Mr. Vorys. Yes. 

Mr. Dawson. I have a principal witness statement which I will be 
glad to leave with the committee and I will augment that, if you so 
desire, with the part that you have referred to. 

Mr. Vorys. That will be fine. 

(The principal witness statement is as follows :) 


EXscAPEE PROGRAM 


GENERAL NARRATIVE STATEMENT 
The problem 

After the end of World War II, countries of asylum in Western Europe 
which were preoccupied with problems concerning refugees of their own na- 
tionalities, had been able to offer escapees from Soviet-dominated areas only 
limited housing, food, and other facilities. As a result some of these escapees 
were so discouraged that they went back behind the Iron Curtain in frustra- 
tion. These circumstances built up in the escapees a resistance and unfriendli- 
ness which hampered the accomplishment of the important United States objec- 
tive of securing the friendship of the captive populations of the Soviet orbit. 
The Soviets exploited the neglect of escapees, in order to lower the prestige 
of the West, to discourage further escape, and to produce throughout the en- 
slaved area the idea that escapees to the West would be met with detention, 
neglect, or forcible repatriation. 

The program 

In the face of the above situation, the escapee program was inaugurated by 
the United States in March 1952 under the authority of section 101 (a) (1) 
(the Kersten amendment) of the Mutual Security Act of 1951, for the purpose 
of supplementing and improving the already considerable efforts by the coun- 
tries of asylum and by the voluntary relief agencies on behalf of the escapees. 
The program bas produced a sharp contrast with the conditions previously 
prevailing and provides valuable factual material for broadcast through United 
States media behind the Iron Curtain. These broadcasts serve not only to 
refute Soviet charges, but demonstrate positive United States interest and 
concern for escapees and for the captive populations of the Soviet orbit. 

The program operates primarily through contracts with voluntary agencies 
representing the major religious and nationality groups in this country. This 
method of operation assures a valuable person-to-person approach truly repre- 
sentative of the American people and makes use of the worldwide facilities of 
,the voluntary agencies for obtaining resettlement opportunities. 
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Eligibility for full escapee-program benefits in Europe is confined to those 
persons who fled from the U. 8S. 8. R. since January 1, 1945, or from the satellite 
countries of Kastern Europe since January 1, 1948. Exceptions to these dateline 
criteria are authorized where unusual justification exists. Transportation as- 
sistance is also afforded to escapees qualifying for United States visas under 
section 3 (c) of the Displaced Persons Act of 1948, as amended. In areas other 
than Europe where no attempt is made to deal with the problem on a compre 
hensive basis, program assistance is extended to selected individuals or groups 

It should be noted that all persons receiving program assistance are screened 
by a procedure similar to that used for United States visa applicants to assure 
that they are bona fide anti-Communist refugees or other steps are taken to 
assure that the escapees are deserving of United States assistance. Persons 
not meeting the security standards are excluded from program benefits and fur- 
ther appropriate action is taken by ovher United States agencies or local police 
authorities. 

In its effort to achieve self-sufficiency for the escapee—in most cases through 
overseas resettlement—the program is concerned primarily with the following 
activities : 

1. Reception, care, and maintenance.—Activities are administered to achieve 
by supplementing resources being applied by local governments and voluntary 
agencies, an adequate standard of reception care until permanent resettlement 
‘an be effected. The projects include the furnishing of food, clothing, shelter, 
sanitary and health services, amenity supplies, and limited recreation facilities. 

2. Resettlement.—To facilitate resettlement, projects are undertaken for the 
preparation of complete dossiers on each escapee; for securing the documents 
and other legal papers necessary in obtaining visas; for counseling to aid in 
finding resettlement opportunities suited to the escapee’s training, vocational 
experience, and language; for visa processing; for medical services required 
to enable escapees to meet visa standards; orientation, language, and vocational 
training where necessary for successful resettlement; and immigration oppor- 
tunity search projects in certain countries of immigration. 

In Europe, out of a total of 25,406 persons eligible to date for program assist- 
ance, 10,089 had been resettled as of March 31, 1954, primarily in the United 
States, Canada, Australia, and Latin America. In the Middle East the program 
has been instrumental in permanently resettling 30838 Kazakhs from the area 
of initial asylum—Kashmir—to Turkey. In the Far East the program has 
assisted 4,828 selected Chinese refugees to resettle as of March 381, 1953, and 
a grant of $150,000 was made to the Hong Kong Colonial Government for assist- 
ance to 60,000 persons made homeless in a disastrous Christmas night fire. 

4. Transportation.—Principally through a contract with the Intergovernmental 
Committee for European Migration the program pays for the overseas transpor- 
tation of its eligibles to countries of resettlement. 

Fiscal year 1955 program.—in Europe the program will see a continued shift 
in emphasis away from interim care to increasing the opportunities for enduring 
resettlement, either through movement overseas or local integration. It is 
estimated that 16,350 escapees will be resettled from Europe in fiscal year 1955. 
Special measures have been instituted in cooperation with the Department of 
State to make maximum use of United States visas expected to be available 
under the Refugee Relief Act. Local integration in Europe will be undertaken 
on a larger scale as persons who cannot qualify for overseas resettlement are 
identified. 

In the Far East the program activities will be significantly expanded by 
undertaking additional resettlement projects for Chinese refugees and extending 
resettlement assistance on a selective basis to European refugees permitted to 
leave Red China. In other areas of the world, modest assistance will be made 
available to selected individuals or groups of escapees from the Soviet orbit. 

A total of $6,500,000 in new obligational authority will be required for oper- 
ations in fiscal year 1955, to be funded from title I funds under discretionary 
transfer provisions of the Mutual Security Act (sees. 106 (f) and 802 of the 
proposed working draft bill). The amount compares with $7,500,000 required in 
fiscal year 1954. 
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STATEMENT OF LAURENCE A. DAWSON, CHIEF OF THE UNITED States ESCAPEE 
PROGRAM ON CONTROL MEASURES TAKEN BY SOVIET OrRpIT COUNTRIES TO DETER 
7 
USCAPE 


There are three main categories of controls that are exerted by the Soviet and 
satellite authorities to prevent the escape of people from the captive countries: 
Legislation, internal security, and border controls. 

Legislative controls take the form of laws branding illegal exit as treason, but 
most of them go much further. For example, a Bulgarian law passed in 1952 
provides the death penalty as traitors not only for citizens who leave the country 
without permission, but also for those who leave with official permission or valid 
passports but fail to return within a prescribed time. This law even covers Bul- 
garians who left the country before the Communist regime gained control and 
who under its terms commit treason by refusing official requests to return. The 
law also extends to friends and relatives of those who escape or attempt to escape. 
Anyone who may be presumed to have known of escape plans is subject to im- 
prisonment and loss of property and civil rights. Similar legislative measures, 
some of them less severe, have been taken in most of the Soviet orbit countries, 
and in some areas special courts have been established to try would-be illegal 
border crossers. 

The Soviet Union itself has for years actively enforced laws calling for the 
death penalty in cases of attempted escape. 

The internal security controls that are exerted to prevent escape vary depend- 
ing upon the proximity of the border. In the interior the would-be escapee is not 
too different from other insecure or dissident elements and is dealt with largely 
by the secret or internal-security police. In areas closer to the border, however, 
the would-be escapee is a more immediate threat and extra precautions are taken. 

These precautions vary along different sectors of the borders, but most of them 
include certain similar measures. Restricted zones up to 5 or more miles wide 
have been established along most of the frontier. These zones are patrolled by 
special border police, and travel in the zone is permitted only with a special pass. 
In some areas whole villages have been evacuated to clear this zone of inhabi- 
tants so as to make stricter control possible. Unauthorized entry into this zone 
brings arrest and charges of attempted escape. Closer to the border, a narrower 
zone, perhaps 1 or 2 miles wide is established. This zone is more heavily 
guarded and entry is more restricted. In some areas entry into this zone requires 
another type of special pass; in other areas entry is permitted only when actually 
accompanied by one of the border guards. 

Escap?es from Czechoslovakia have reported that at several points simulated 
border markers and guardhouses with German signs have been placed inside 
Czech territory to delude anyone trying to escape. The escapee, thinking he has 
crossed into Western Germany, approaches a guard wearing a West German 
uniform. After questioning and fingerprinting he is delivered to a refugee camp, 
which turns out to be a Czech detention camp. 

The third category of controls are those encountered at the border itself. The 
area immediately adjacent to the frontier is absolutely prohibited. It is 
patroled by armed guards, often accompanied by dogs. Watchtowers have been 
erected at strategic points and wooded areas cleared away to give a clear field 
of fire. Guards are instructed to shoot on sight anyone seen in this area. The 
border is usually marked by a series of barbed-wire barriers, often electrically 
charged. 

In some sectors the charged wire is equipped with a device that registers an 
alarm in a nearby control tower if it is cut. The alarm system also includes a 
chart on which the location of the break in the wire is indicated. Guards can 
then be either dispatched to the location or a patrol nearer to the spot can be 
directed by walkie-talkie to approach and investigate. 

Just inside the barbed wire, a strip of land, perhaps 50 feet wide, is kept 
freshly plowed and inspected daily for footprints. This area is also planted with 
land mines; and often signal rockets equipped to detonate on contact are used. 
In some areas the underbrush is left standing to camouflage trip wires which 
detonate the mines or signal flares, or to hide pitfalls 20 to 30 feet deep. 

As the borders become more heavily guarded and detection devices increas- 
ingly numerous and effective, it becomes more hazardous to attempt a crossing. 
In many places guides sell their services to assist escapees in making the 
crossings. Equipped with the necessary tools, such as insulated wirecutters for 
the electrically charged fences, and skilled in probing for land mines and de- 
activating the trip devices, these guides know the terrain in the sector of the 
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border where they operate. But the fees they require for their services become 
higher as their vocation becomes increasingly dangerous. If caught by the 
nuthorities they are usually executed in public, and they operate in constant 
fear that one of the escapees that they shepherd westward is an agent or informer 
sent to trap the guide. 

Despite the increasing severiiy of controls such as those mentioned above, the 
escapees continue to arrive in the West. 

One such person was Dr. Geza Kapus, a Hungarian who escaped with his 
wife and 77-year-old daughter across the Austro-Hungarian border in July 1953, 
As the three crawled toward a barbed-wire barrier, a landimine exploded. Mrs. 
Kapus lost her foot in the explosion. Dr. Kapus threw the child over the barbed 
wire and dragged his wife underneath. American authorities in Vienna were 
contacted and an escapee program official dispatched an ambulance to the border. 
Mrs. Kapus was taken to a hospital where blood transfusions donated by six 
other escapees helped her to survive the most critical period. She is now recoy- 
ering and is living with her family in Austria with escapee program assistance. 
Dr. Kapus later said that he had decided he must get his family out of Hungary 
when he was told that by reason of his refusal to become affiliated with the 
Communist Party he would be held responsib'e for any crime committed in the 
area where he was living. The Kapus family has relatives in the United States 
and they hope to resettle in this country. 

Ten Hungarian escapees, including a child of five, fled into Austria in March 
1954 after traveling halfway across Hungary. The 6 men and 3 women, who 
started out by train from Budapest, waiked the last 50 miles to the Austrian 
Province of Burgenland, moving at night and hiding in haystacks or among the 
cornstalks in the fields during the day. Four developed frostbitten feet the first 
night of the weeklong trek and had to be carried or helped by the others the 
rest of the way. Twice the group encountered border police, but they managed 
to escape each time amid gunfire. Alternately bogged down in knee-deep mud 
and trozen by bitter night frosts they moved on; and even as they crossed the 
iast half-mile of barbed wire and minefields they could see the police with flash- 
lights 200 yards behind following their tracks. 

In addition to these types of controls that are exerted within the borders of 
the Soviet orbit, are the variety of means by which the authorities attempt to 
recapture escapees who have already fled and found asylum in the West. The 
Soviets have for years brought pressure to bear on the Western powers to deny 
asylum to political refugees and to accept a policy of forcible repatriation. 
This pressure has been evident in the Austrian treaty negotiations, for example, 
und has been steadfastly refused by the West. 

Unable to secure forcible repatriation through legitimate channels, the Soviets 
resort to other means. Espionage rings operate to kidnap or liquidate important 
escapces who have sought refuge in the West or who are in a position to embarrass 
the Soviets because they have experienced the tyranny that drives the escapees 
to take flight. A recent example is Captain Khokhlov of the Soviet secret police 
(MVD), who was sent to West Germany to kill a Russian emigfe leader. 
Khokhlov stopped short of his goal, however, and turned himself over to the 
Western authorities. 

When a kidnaping foray succeeds in bringing back an escapee, he is paraded 
before the Soviet propaganda microphones and forced to relate the details of 
his mistreatment by the West and eventual forced repatriation. This type of 
propaganda is becoming less effective, however, as there is increasing direct 
evidence that knowledge of the escapee program is becoming more widely spread 
among the captive populations. The Voice of America and Radio Free Eurepe 
play an important role in making these people aware of the escapee program 
as the symbol of asylum and assistance which the Soviets make every effort 
to hide. 

Soviet propaganda attempts to convince these people that the West has no 
regard for their distress and that escapees are maintained indefinitely in prison 
cainps, or ruthlessly exploited and then forcibly repatriated. The fact that 
asylum is granted by the Western countries to political refugees is carefully 
withheld from the Soviet orbit populations. But news of the escapee program 
inevitably filters into the Soviet orbit, and many who still endure the Communist 
tyranny in their homelands find solace in the knowledge that those who have 
succeeded in reaching the free world are not only granted asylum, but are wel- 
comed, cared for, and offered a chance to lead a free and worthwhile life. 

In the United Nations and in their press and radio the Soviets have bitterly 
attacked the escapee program and the Kersten amendment (sec. 101 (a) (1), 
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Mutual Security Act of 1951, as amended). They label the program as a sub- 
versive activity and characterize the escapees as anything from spies to hoodlums. 
They have vehemently demanded the termination of the program. 

The energy and ‘severity with which the satellite governments attack the 
escapee program and attempt to stem the flow of escapees is a measure of the 
significance that those governments attach to escapees. Escape is dramatic evi- 
dence of the lack of popular support upon which the satellite governments attempt 
to base their claims of democratic control. The escapees are therefore a source 
of deep concern to them. This flight to the West is of equal significance, however, 
to the countries of the free world, because it provides an opportunity for the free 
countries to demonstrate in practical terms their friendship and concern for 
the captive peoples within the Soviet orbit. 

The escapee program utilizes this opportunity. It is a demonstration of friend- 
ship in the most concrete terms. It gives escapees an opportunity to become re- 
established as self-dependent productive members of a democratic society ; and its 
accomplishments stand as visible evidence that, contrary to what the captive 
peoples are told by Communist press and radio, their welfare and their decision 
to flee to the West are matters of real concern to the free countries. 

Operating as it does in cooperation with the local governments and with private 
voluntary welfare agencies, the escapee program constitutes a joint effort by the 
people of the free world, through their governments, through their own welfare 
organization and through direct individual participation to meet the responsi- 
bility of giving the escapees haven and an opportunity to reestablish themselves, 
The escapees are given food, clothing, shelter, and any medical or surgical atten- 
tion that may be required as a result either of ill health or of injuries incurred 
during the escape. Counseling, visa processing, and vocational and language 
training are provided in order to bring about early resettlement. Finally, indi- 
viduals or groups sponsor the escapees for resettlement in one of the western 
countries and locate housing and employment so that the escapees can become 
self-dependent. 

Through such assistance the escapee program reflects the real concern of the 
West for the people whose countries now labor under Communist tyranny; and 
it keeps alive the faith in freedom which is essential to the ultimate liberation of 
those countries. 

Mr. Carn. Under our mutual security legislation, the President is 
authorized to transfer equipment, materials, and services to certain 
nations and international organizations on a reimbursable basis and 
to provide them with procurement assistance without cost to the 
United States. 

Assistance of this type is characteristic of the basic philosophy of 
the mutual security program asa whole. It provides a means whereby 
the United States can help the friendly nations of the world to help 
themselves. Moreover, it permits requests from friendly nations to be 
merged with the overall procurement programs of the military depart- 
ments, thus avoiding conflicting demand on the productive capacity of 
the United States. 

The purposes of reimbursable military assistance were well defined 
in the 1950 report of the House Committee on Foreign Affairs, as 
follows: 

First, to demonstrate the desire of the United States to strengthen the asso- 
ciation of this Nation with other countries pursuing the common goal of peace; 
second, to improve the general security position of the United States by promoting 
standardization of armaments with friendly nations, thereby increasing the effi- 
ciency of and when combined military operations should ever be necessary, and 
finally, to make possible the procurement of equipment needed by these nations 
for the purpose of security which, as a practical matter, they could not procure 
without the assistance of our Military Establishment. 

As of March 15, 1954, 59 nations and 2 international organizations 
were eligible to receive reimbursable military assistance. Two addi- 
tional countries have also been declared eligible but have not as yet 
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signed the necessary assurances and agreements to enable them to 
aie purchases. A list of these countries is attached. 

It is known as tab A. I might add that one of these countries 
that I just mentioned in the past few days has signed an agreement 
with the Unived States for both grant and reimbursable assistance so 
that we now have 60 countries eligible. 

Countries and/or international organizations eligible for reimburs- 
able military assistance fall into four groups. Nations eligible for 
grant military assistance as specified under titles I, II, I11, or IV of 
the Mutual Security Act of 1951 are eligible for reimbursable assist- 
ance. Inaddition, those nations which have “joined the United States 
in the collective defense and regional arrangement” are also eligible. 

As a practical matter, this covers the Latin American nations which 
are parties to the Inter-American Treaty for reciprocal assistance. 
The North Atlantic Treaty nations are included in the first category. 
The third group contains any international organization or head- 
quarters, if, in the opinion of the President, such assistance will 
further the purpose of the Mutual Defense Assistance Act. 

The two organizations, SACLANT and SHAPE, specifically, and 
their subordinate organizations have so far been found eligible under 
this provision. 

The fourth group are those nations “whose ability to defend them- 
selves or to participate in the defense of the area of which they are 
a part, or in the United Nations collective security arrangements and 
measures, is important to the security of the’ United St: ites,” as deter- 
mined by the President. 

Eligible countries requesting reimbursable military assistance are 
generally required as a matter of law or for reason of policy to give 
assurances that (a) the assistance will be used to further the polici ies 
and purposes of the act; (6) title for any material furnished will not 
be retransferred without United States consent: (c) classified infor- 
mation will be safeguarded; and (d) equipment, materials, or services 
requested— 
are required for and will be used solely to maintain the country’s internal secu- 
rity, its legitimate self-defense, or to permit it to participate in the defense 
of the area of which it is a part, or in the United Nations collective security 
arrangements and measures, and that it will not undertake any act of aggression 
against any other state. 

As of December 31, 1953, 46 countries had purchased military sup- 
plies from the U nited States. Purchases included 6 light cruisers, 
5 destroyer escorts, 5 Coast Guard utility vessels, 4 patrol frigates, 
464 aircraft of all types, 486 tanks, 187 gun motor carriages, 318 
armored cars, and other items such as motor ‘vehicles, wei apons, ammu- 
nition, and electronic equipment. 

Total purchases of equipment, materials, and services from the 
inception of the program, October 6, 1949, to December 7” 1953, were 
$677.7 million, divided thusly: Army $216.8 million, Navy $113. j 
million, Air Force $347.3 million. These figures include charges for 
rehabilitation, repair, renovating, packing, handling crating, other 
direct oper ating costs, and any transportation costs incurred by the 
United States Government in handling the requests. Total deliveries 
of equipment, materials, and services as of December 31, 1953, were 
$344.5 million—Army $124.3 million, Navy $61.4 million, Air Force 
$158.8 million. 
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| Security deletion.| Equipment, materials, just the end items alone 
without the services or any other charges, were valued at $580.8 mil- 
lion and services, which include accessorial charges which I named 
before, 96.9 million. 

A reference to this will be found in tab[ security deletion] D. 

The Dominion of Canada has been the largest purchaser. Not only 
has Canada bought for cash from the United States the munitions 
required to convert her armed forces from British to United States 
type equipment but she also has transferred substantial quantities 
of her military stocks to other North Atlantic Treaty Organization 
nations on a grant basis. It would have been impossible to have 
attained this progress if the Canadians had not been able to purchase 
essential United States type equipment. 

Mr. Jupp. When you say Canada has transferred quantities of her 
military stocks what you mean is that she has transferred her former 
former military stocks which were of European caliber, and so forth, 
tothem. Not that she has bought stuff from us and then transferred it. 

Mr. Carn. That’s right. She transferred stocks which belonged to 
her in the first instance. It is primarily British-type equipment. 

Mr. Jupp. Has she replaced them with our type of equipment ? 

Mr. Caryn. Yes. Among the Latin-American countries purchases 
to maintain equipment of United States origin already in their pos- 
session have been particularly important. A number of naval vessels 
have been sold to members of the Inter-American C ommunity. Argen- 
tina, Brazil, and Chile purchased two light cruisers each. Three 
destroyer escorts have been sold to Peru, 2 destroyer escorts to 
Uruguay, and 2 patrol frigates to Colombia. 

I might add that the two patrol frigates to Colombia were used in 
the Korean action very effectively and ‘eflic iently. 

Under the terms of the act, the American Republics purchasing 
these vessels did so at a reduced price and paid the costs of reacti- 
vating them. These ships added new strength to hemisphere defense 
by providing vessels manned by trained crews prepared to protect 
strategic communication lines. Taken together, the military equip- 
ment made available to other American Republics as eisdvarenabe 
aid, will put at the disposal of our sister republics means to carry out 
more effectively their own commitments under the Inter-American 
treaty system. 

All equipment, materials, and services are sold under the reimburs- 
able assistance proviso at “fair value” as defined in section 403 (c) of 
the Mutual Defense Assistance Act. The original provisions stipu- 
lated that “the full cost, actual or estimated, for equipment, materials, 
or services ordered shall have been made available to the United 
States.” This provision worked a twofold hardship—it required full 
price for excess equipment and it immobilized large sums of scarce 
dollar resources of friendly nations when items were procured on 
long lead-time contracts. This requirement was subsequently amended 
to specify that fair value for excess equipment or materials may not 
be less than the gross cost of repair or rehabilitation, plus 10 percent 
of the original gross cost, the scrap value or the market value, if as- 
certainable, whichever is greater; and to allow for the “deposit” of a 
“dependable undertaking’ * in lieu of the full amount of cash when an 
order is placed for equipment or materials requiring procurement. 
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Two additional changes concerning methods of payment were made 
by the Mutual Security Act of 1952. “These changes establish a waiver 
procedure for certain countries whereby the U nited States may dis- 
pense with payment prior to delivery and collect within 60 days of 
delivery; in addition a “dependable undertaking” is required prior 
to repair or rehabilitation of equipment from milit ary stocks. This 
procedure enables the Department of Defense to sell equipment to 
large purchasers on a commercial basis without the strict require- 
ment of payment before delivery ; it also gives clear legislative author- 
ity for the United States Government to undertake rehabilitation 
and repair work for a foreign government without first receiving the 
full amount of the contract in advance. The Mutual Security Act 
of 1953 placed reimbursable military assistance on a continuing basis 
and made the dependable undertaking procedure applicable to eligible 
international military organizations or headquarters. 

The total value of excess equipment which can be transferred under 
grant military or reimbursable military aid is limited by statute to 
$1.4 billion at acquisition cost. As of December 31, 1953, actual de- 
liveries of excess equipment under reimbursable aid were valued at 
$184.7 million. 

Please refer to tab E. 

Mr. Vorys. That would make it appear that whereas we thought 
these people were going to buy a lot of excess or secondhand stuff, it 
would appear they have a preference for more up-to-date stuff. Is 
that a fair interpretation ? 

Mr. Carn. This is a fair interpretation, Mr. Vorys. 

Mr. Vorys. So that your $1.4 billion ceiling doesn’t worry you at 
all; you are nowhere near that; is that right ? 

Mr. Carn. I would not like to answer that in total because I do not 
have the figures here of the total amount. But, as far as the reim- 
bursable side is concerned, we have allowed ourselves roughly a quar- 
ter of a billion dollars of this $1.4 billion and so far we are within our 
allotment of that and expect to be for some time. 

However, it would be pretty hard to conceive what might come in 
the future, particularly if World War II type of equipment was to 
be more and more declared excess and we found buyers for it—we 
might need more excess authority. 

Mr. Jupp. When you sell them new stuff, you don’t sell that at a 
discount; they have to pay for the proce urement cost; is that right? 

Mr. Carn. That’s right, sir. The procurement or replacement costs. 

Mr. Jupp. They would still rather have the new stuff at full cost 
than the excess at a knocked-down price? 

Mr. Carn. That’s right. However, the excess may be of little use 
to us and would eventually be declared surplus for disposal, anyhow, 
no doubt, and consequently if it can be of use to the foreign govern- 
ments in their military establishment and at a great saving to them, 
it behooves us to, of course, sell it to the extent possible. 

Mr. Vorys. When you see the chunk that Canada takes out of this, 
we can understand it pretty well. 

Mr. Carn. Many items being furnished friendly nations under the 
reimbursable assistance provisions of the act require a long lead- 
time to manufacture. Based on the “dependable undertaking” of 
the purchasing government to pay the full amount required prior to 
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delivery, the United States proceeds with the placing of contracts for 
procurement ox the desired items. The present Mutual Security Act 
limits transactions under this provision to $700 million at any one 
time. When a “dependable undertaking” is required, arrangements 
are concluded through the Foreign Operations Administration. Con- 
tractual obligational authority ‘then is issued to the Department of 
Defense to consummate the transaction. This authority is subse- 
quently liquidated as cash payments are made by the foreign govern- 
ments. As of March 25, 1954, unliquidated obligational author ity 
amounted to $136.3 million. 

A further explanation of this can be found at tab F, a little more 
in detail. 

All types of military equipment have been requested under the re- 
imbursable military assistance provisions of the Mutual Defense 
Assistance Act. Assistance has not been furnished in connection with 
the purchase of equipment which is readily available on the commer- 
cial market in the amounts, form, or time ‘required, Each request is 
carefully screened when it is received and it is approved only if clearly 
in accord with United States political, economic, and military objec- 
tives for the area concerned. Therefore, when conflicting require- 
ments for available equipment are encountered priority judgments 
have to be made on the basis of United States policy objectives. The 
first purchase of equipment was made by Korea in February 1950, 
followed in March of the same year by another purchase. During 
this latter month the Netherlands became the first NATO country to 
purchase from the United States, and Brazil the first Latin American 
country. Canada made its first purchases in April 1950. This pur- 
chase was also the first under the dependable undertaking method 
through the use of contractual obligational authority. Brazil was 
the first country—in June 1951—to make a purchase of maintenance 
equipment directly from a military department. 

A listing of categories and types of equipment requested is attached. 
Reference, tab G. 

From the very beginning of the reimbursable military assistance 
program, every effort has been made to simplify and decentralize the 
detailed operations in order that our customers, the friendly nations 
eligible for such assistance, may receive prompt service with a mini- 
mum of administrative delays. In other words, contingent upon 
economic and political factors, all procedures have been promulgated 
with the thought in mind of bringing the buyer—friendly foreign 
government—and the seller—the United States military depart- 
ment—closer together without the necessity of routing requests 
through several ‘administrative or coordinative offices. Beginning i in 
December 1951, Australia, the NATO nations, SACLANT, SH APE, 
and New Zealand have been authorized to deal directly with a desig- 
nated agency of the appropriate military department ‘of the Depart- 
ment of Defense for all their requests for equipment, materials, and 
services. It is also the policy of the United States to provide, inso- 
far as practicable, necessary maintenance equipment, services, spare 
parts, and supplies to m: 1intain military equipment of United States 
origin in the hands of the nations which are parties to the Inter- 
American Treaty of Reciprocal Assistance—Rio Pact—the Govern- 
ment of the Philippines, and the National Government of the Re- 
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public of China. Since June 1951, these nations have also been 
authorized to deal directly with the military departments on requests 
for this type of assistance. Requests from these nations for capital 
equipment and all requests from all other nations are forwarded to 
and reviewed by the Department of State and submitted through 
the Office of the Secretary of Defense for approval prior to any actions 
by the military department concerned. 

As of March 15, 1954, 1,402 requests from 53 countries had been 
received through State-Defense channels. In addition, 2 other 
countries authorized to do so had submitted requests directly to the 
military departments. A flow chart for requests is attached, known 
as tab H in my presentation. 

Through such cash purchases of military equipment, materials, 
and services, friendly governments have been materially assisted in 
strengthening their defenses for participation in the mutual security 
of the free world. Every encouragement is being given this self- 
help feature of the mutual security program, in order that assistance 
may be extended on an ever-increasing and wider scale. 

However, future purchases depend upon the availability of dollar 
resources within friendly foreign governments. In order to increase 

purchases from the U nited States of military equipment, materials, 
and services, it will be necessary to maintain and increase free trade 
between the United States and the countries of the free world. It may 
become necessary, also, to make purchases of items of raw materials 
and semifinished products for our national stockpile of strategic ma- 
terials specifically from countries desiring to purchase United States 
military equipment, thereby enabling them to utilize these dollars or 
dollar credits for the purchase of military equipment from the United 
States. 

More liberal terms of payment also will be required by the coun- 
tries desiring to make purchases. To this end, proposed legislation is 
being recommended to the Congress at this session. 

Lastly, it may be found desir: able to curtail the furnishing of grant 
military aid by the stipulation that the foreign gov ernment receiv ing 
an item under grant aid also make a purchase of an additional item 
under a program of reimbursable military assistance. 

Chirman Currrrietp. Thank you, Mr. Cain. 

I would like to ask you a question. On ti ab A, there is a note which 
says “all data on this page is unclassified,” and then it is marked 

“confidential.” Why? 

Mr. Carin. Primarily, sir, because data on page 2 of the same tab 
is classified, and to be consistent with security policies, it is normally 
necessary to mark all pages so there is no confusion about handling 
that matter as a classified item. 

Chairman Currerrieip. Are there any questions? 

Mr. Vorys. Mr. Chairman, I note this statement— 

Assistance has not been furnished in connection with the purchase of equipment 


which is readily available on the commercial market in the amounts, form, or 
time required, 


Now, I want to get the connection between your operations and the 
munitions-control operation. 

The latest figures available were that during the last 6 months of 
1952, export licenses of a total value of $182,942,399 were issued, of 
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which $140 million, 76 percent, were for aircraft and their com- 
ponents. 

Now, do you have anything to do with that ? 

Mr. Carn. I might answer it this way, Mr. Chairman and Mr. 
Vorys: I am not certain whether those figures there include export 
licenses issued for the equipment sold under reimbursable military 
assistance, or not. If they do, they are included there only statisti- 
cally. The figures are primarily commercial purchases of munitions, 
which is under the control of the Department of State, and some 
items under the control of the Department of Commerce, and as such 
it is separate and distinct from the sales of United States military 
equipment owned or controlled by the United States Department of 
Defense or a United States military department. 

Mr. Vorys. Isn’t there some of your material that a country could 
order on a commercial basis from the factory producer? Or do they 
buy it from you? 

Mr. Cary. That which is strictly United States military equipment 
is purchased from the United States Government through the military 
Te ne 

Now, there are many items, simple items like shotguns and many 
types of ammunition and some several hundred other items that can 
be bought commercially that have military application, if they wished 
to be used for military purposes, but primarily the equipment that we 
sell is not the type that is readily available on the commercial market. 

Now, if you take a caterpillar tractor—without pushing caterpillar 
tractors, but it is a good example—a tractor might be used by the 
military department that would also be used commercially. We would 
tell the buyer to go buy it from a dealer or whomever he wished to. 
If it is strictly an item of United States military equipment, the 
normal channel for purchasing that item is through the United States 
Government. 

Mr. Vorys. Then you don’t know about what part of the munitions- 
control items went to foreign nations, not as commercial, but as equip- 
ment for their forces? 

Mr. Cain. No, sir; I have no figures on that. I have total figures 
of what we have shipped, here, but I would not have the whole figures 
for the last 6 months of any given year. 

Mr. Vorys. In connection with this bill I talked with, I believe, a 
Mr. Elliott, Director of Munitions Control, and I wanted to find out 
about our reimbursable aid program, and he said they did not know 
about that. 

One of the arguments for this munitions-control bill was that it 
was very important for our national security. I am just trying to 
find out where national security comes into it. 

Mr. Carn. I might read something here for the benefit of the 
committee and Mr. Vorys that may answer your question. 

The Department of Defense is not in direct competition with normal commer- 
cial business and has procedures in effect which restrict sale to the foreign 
governments of items known to be of the types and kind normally procured 
from commercial sources in the United States. 

Exports of commercially procured munitions are controlled by the Depart- 
ments of State and Commerce through the issuance of export licenses. Sales 
of this type equipment are made directly from the commercial concern to the 
foreign government. However, paragraph 1 (a) of Defense Mobilization Order 





No. VIL-5, October 7, 1953, gives the Department of Defense prior claim to com- 
mercially procured military items. This paragraph reads as follows: “The 
Secretary of Defense with respect to (1) the programs of the Department of 
Defense, including military equipment and supplies under the mutuallefense 
aid program, (2) military construction and all houses on military bases and 
reservations, (3) the military and civilian requirement of foreign areas under 
military administration, (4) the program requirements of the National Advisory 
Committee for Aeronautics, the Coast Guard and the Central Intelligence Agency, 
and (5) munitions-list items as defined in Presidential Proclamation 2776 pur- 
chased by foreign governments through domestic commercial channels, excepting 
commercial transport aircraft and civil air carriers, and components, parts, and 
accessories therefor. 

And, I note in connection with this, there is a new Presidential 
proclamation, No. 3038, which became effective January 1, 1954, and 
supersedes the Proclamation 2776 that I just referred to. 

It is the munitions from this munitions list covered by these Presi- 
dential proclamations, these purchases from commercial sources for 
which Mr. Elliot’s office handles the export licenses. 

Mr. Vorys. Who decides on the quantities of reimbursable aid to 
be furnished? I note that certain countries are listed as eligible, but 
1 note that Guatemala apparently isn’t eligible. 

Mr. Carn. That’s right. 

Mr. Vorys. Who decided that? 

Mr. Carn. That is a political decision, sir. It is entirely within 
the prerogatives of the Department of State, in consultation with 
FOA and Defense, to decide, and if necessary, take it up with the 
President, which country is eligible for reimbursable assistance. 

Mr. Vorys. Here I notice Mexico. Mexico is down for a rather 
small amount. Supposing Mexico put in an order for $3 or $4 million 
worth or say $10 million worth of small arms tomorrow. Who would 
decide on that? 

Mr. Carn. In the first instance, it would come into the Department 
of State in a diplomatic note. It would be taken up within the De- 
partment of State from a political and economic standpoint. If they 
deemed it within the political and economic capabilities and feas- 
ibilities and within the foreign policy of the United States, they would 
upprove the case to the Department of Defense. We in Defense would 
look at it and do 1 of 2 things, normally, with it. We would analyze 
it closely and review it, and if we found it to be in order, approve 
it from a military standpoint, to the military department or depart- 
ments, who would ultimately furnish the equipment. 

State, in turn, might not approve it. They might request infor- 
mation from the Department of Defense regarding military consid- 
eration as to the furnishing of that equipment, and the cost data and 
the availability of the items concerned and any other viewpoints that 
we might have. 

We would in turn send that information back to the Department 
of State who would then decide whether to approve or to recommend 
supply of the items concerned, 

Now, even on an approved case, even the Department of Defense 
may take it up with the Joint Chiefs of Staff, or seek information 
from one of our military departments or all of them if they are 
involved, before we approve the case, for them to negotiate directly 
with the foreign government concerned. 
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Now, without bothering the committee with a lot of details, what 
normally happens on an approved case is that the foreign government 
is notified of the cost and the approximate availability of the items 
and it is given in what we call a letter of offer, which lays down certain 
terms and conditions of the sale of the equipment. That is, an ap- 
proved case where we have been told to go ahead on it. 

Now, in some instances, the information goes back to the Depart- 
ment of State, and Mr. Nolting’s office will in turn receive it and even- 
tually the foreign government will be notified yea or nay as to whether 
he is to receive the material, or not. 

Mr. Vorys. He gets that information through the Department of 
State? 

Mr. Carn. If it is not approved. If it is approved for supply, it 
comes from one of our military departments or in some instances our 
office in the Department of Defense. 

Mr. Vorys. One other question. I’m just glancing at tab A. I 
notice about, roughly, 50 percent deliveries on purchases. Now, all 
of these purchases must be made dependable undertakings, is that 
correct ? 

Mr. Carn. That’s correct. 

Mr. Vorys. Then, what accounts for that roughly 50 percent delay ? 

Mr. Carn. This is on tab B, is it not? 

Mr. Vorys. Yes. 

Mr. Carn. First, let me explain that these purchases—as you note 
the caption is “Dollar value purchases and deliveries of United States 
miltary equipment, materials and services by eligible foreign govern- 
ments” as of the date indicated. 

Those purchases come after cash has been deposited or a dependable 
undertaking has been sent in to Mr. Murphy’s office and we have obli- 
gational authority to cover the transaction. In the case of Canada and 

now Venezuela, purchases can be made from stocks, on the basis of 
payment within 60 days after delivery. 

This column marked “Purchases” consists of the dollar value by 
each country under either of those three methods. The deliveries 
means the dollars that we have expended, either as a sales price of the 
end items concerned, the accessorial charges, the repair and rehabilita- 
tion costs or the cost of training or any other services we may render. 
That is all under deliveries. 

Now, the apparent difference there, for the most part, is taken up 
with the Canadian purchases as you will note, Mr. Vorys. This deliv- 
ery against purchases may be determined this way. Some of this stuff 
may have been purchased in December. This data is as of December 
81. It could have been purchased within 60 to 90 days prior to that 
and deliveries may not begin 6 to 9 months after purchase. 

(Diseussion off the record.) 

Mr. Carn. So, it will be quite a long time, if purchases continue at 
the rate we have them now, before deliveries and purchases would be 
in balance. 

(Discussion off the record.) 

Mr. Vorys. Thank you. 

Mr. Jupp. Mr. Chairman, may IT ask the witness if all his recom- 
mendations in the last paragr aph are approved by the State Depart- 
ment and the economic agencies of our Government having to do with 
foreign trade ? 
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For example, the last sentence on the bottom of your next to the last 
page: 

It may become necessary, also, to make purchases of raw materials and semi- 
finished products for our national stockpile of strategic materials specifically 
from countries desiring to purchase United States military equipment, thereby 
enabling them to utilize these dollars or dollar credits for the purchase of military 
equipment from the United States. 

Now, I can see the advantage to the Defense Department in saying, 
“We buy Pakistani, in exchange for Pakistani buying surplus or other 
equipment from us,” but do our people who are also responsible for 
keeping the economies of these countries in reasonable balance and 
our foreign trade going along smoothly agree with that? Has it been 
cleared with them ¢ 

I mean this is “buy America” in reverse. We are for military rea- 
sons specifying where things should be bought. 

Mr. Carn. I would like to state to begin with that many of the 
things I still have in the last paragraph are still under consideration. 
Mr. DuVal, if I might call on him, could probably give you the answer 
to that, Dr. Judd, particularly in reference to some two or three of 
the items there. 

Mr. Jupp. It seems to be a rather drastic provision, and I wondered 
if everybody cleared it. 


STATEMENT OF CLIVE L. DU VAL II, ASSISTANT GENERAL COUNSEL 
FOR INTERNATIONAL MATTERS, DEPARTMENT OF DEFENSE 


Mr. DuVat. It is an idea that is under process of evaluation in the 
executive branch. It has not been cleared or approved. 

There has been considerable talk given to the problem of liberaliz- 
ing terms of payment in this sales program. When Mr. Nash made 
a trip to Latin America, just before he left the office last year he found 
that some of our allies were underselling us down there in the sale 
of military equipment by giving better sales terms, lower prices, and 
in some cases accepting barter materials instead of cash. 

He came back and recommended strongly that we liberalize sales 
provisions in order to try to meet this competition in the interests of 
standardization down there, having all countries use our equipment, 
if possible. 

When we went into that proposition, we found that we ran up 
against conflicting desires. You can liberalize the sales program all 
right, but as soon as you do that you create a drain on your military 
assistance funds. If, for example, you extend terms of payment for, 
let’s say, 10 years, which would probably be necessary to meet British 
and French sales down there, you have the problem of how to finance 
the procurement of equipment—that is, assuming it isn’t something 
that you carry in stock, and it probably wouldn’t be, because they are 
interested in new equipment. s 

The only answer we could come up with, since we felt it would be 
undesirable to ask for a separate authorization for this purpose, was 
to finance the sales program out of the grant-aid program. This would 
be necessary because if 10 years later payment. came in for the item 
sold, it certainly wouldn’t help MDAP, but would be credited to mis- 
cellaneous receipts of the Treasury. 
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We worked out a compromise in the new bill so that credit may be 
extended for 3 years. That, I think, really doesn’t satisfy anybody, but 
it is a step in the right direction, and the thing is still under review in 
the Defense Department It is possible that ‘during the rewriting of 
the bill, here, that we would like to suggest language providing for 
more liberalized term of payment, and credit and even perhaps barter. 
This, however, would have to be circulated through the executive 
branch and it hasn’t been agreed upon yet. 

Mr. Jupp. That sentence I read in a sense is a proposal for barter, 
isn’t it? 

Mr. DuVat. Yes, sir. 

Mr. Vorys. Well, let me ask you this: You say we are getting com- 
petition in Latin America from Britain. 

Mr. DuVat. Yes, sir. As I understand it, they are selling meteor 
jets on long-credit terms and I understand they are accepting strategic 
materials as payment in some cases. 

Mr. Vorys. You are asking us to put up $225 million for British 
military aircraft, while they are selling aircraft in Latin America. 

One of the things we have wanted to do, clear back to the time when 
President Eisenhower was Chief of Staff, was to get our stuff into 
Latin America and standardize it. 

Now, will you kind of sketch out the rationale for that ? 

Mr. DuVau. Well, it is difficult, sir. There are contradictory poli- 
cies, there is no question. The feeling today has been that it is more 
important to arm the British whom we know will fight than it is, by not 
arming them in this field, to cut off the competition they are giving us 
in South America. 

Of course, one of the main aims of the whole program is to 
strengthen our allies economically and permit them to trade freely 
and become economically stable and able to support defense establish- 
ments of their own. The policies do conflict, we feel, but we think the 
one in favor of arming the British, the British Royal Air Force, far 
predominates over this other consideration. 

(Discussion off the record.) 

Mr. DuVat. I think they are just excess aircraft that they are just 
turning a penny on. 

Mr. Vorys. As I understand the British also sell Near East coun- 
tries, such as Syria and Iraq, even though we are not either selling or 
furnishing arms there, now. 

Mr. Dv Vat. I’m sorry, I didn’t hear the question. 

Mr. Vorys. The British have sold jets to several Near East coun- 
tries, such as Syria and Iraq and maybe some others, although, as I 
understand it, we are not selling any there. 

Mr. Nouttxe. Those two countries are in our reimbursable pro- 
gram, too. 

Mr. DuVat. The real competition has been in the Latin American 
area, however, and we think we can meet it if we liberalize our terms. 

Mr. Vorys. Now, when this munitions-control bill was presented, 
here, we were told by the arms companies that controls were needed 
on imports of arms. Can any of you tell us where those imports are 
coming from? This is an example in South America of where we 
furnish arms, or airplanes for free, and that creates possible surpluses 
of arms or aircraft that can be sold around the world, or sold in the 
United States. 
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Can any of you inform us as to where these imports of arms—well, 
about $40 million worth is the last I know about, in one 6-month period, 
I think—where they are coming from ? 

Mr. DvuVat. I don’t have that information, sir, but we can locate it 
and submit a statement. 

Mr. Javirs. Mr. Chairman, may I ask one question ¢ 

Mr. Vorys. Yes. 

(Discussion off the record.) 

Mr. Vorys. We had listed today a hearing from Mr. DuVal on the 
proposal for Japan. Would it be possible for members to remain? 

How much of a statement would that be, Mr. DuVal? 

Mr. DuVat. I think it would take around 20 to 25 minutes, sir. 

Mr. Vorys. Perhaps we should postpone it until another time. 

Mr. Javirs. What have we tomorrow, Mr. Chairman ? 

Mr. Vorys. Tomorrow, at 10 o’clock, we have Admiral Radford and 
General Stewart on the program for the Far East, as I understand it. 

Now, Mr. Cain, perhaps the committee doesn’t need it for their 
records, but I would like to find out the connection between munitions 
control and reimbursable aid. As I say, the only amounts we have 
are for the last 6 months of 1952, which were then the latest figures 
available. Regarding export licenses, I would like to know how 
much of the licenses by munitions control were for commercial stuff, 
like hunting equipment, shotguns, and so forth, and how much was 
for governments, directly and indirectly, so that I could determine a 
little more clearly the amount in volume of these operations which I 
should think would work together. 

Mr. Carn. Might I suggest one thing, Mr. Vorys, that perchance it 
would be best to break it down three ways, in which the figures are 
available: Sales of these munitions-list items for commercial users in 
the foreign governments and then sales to the foreign governments 
themselves, and then show the sales under reimbursable assistance, 
which is on a government-to-government basis. 

Mr. Vorys. There would be three things there. 

It would be interesting to see if sales to individuals would be in 
amounts that gover nments could get control of later on. 

I imagine we have overall control of the thing, but Mr. Elliot 
didn’t seem to know much about your program, and you don’t know 
much about his. I should think there would be a fellow somewhere 
who would know about both of them. 

If there are no other questions, the committee stands adjourned 
until 10 o’clock tomorrow morning. 

(Whereupon, at 12:55 p. m., the committee adjourned to reconvene 
at 10 a. m., Wednesday, May 26, 1954.) 
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(The tabs referred to by Mr. Cain are as follows:) 


Tap A 


REIMBURSABLE MILIT 


ARY ASSISTANCE 


COUNTRIES AND INTERNATIONAL ORGANIZATIONS ELIGIBLE TO PURCHASE EQUIPMENT, 


MATERIALS, AND SERVICES FROM THE UNITED STATES ON A REIMBURSABLE BASIS 


A. Nations specifically named in the MDAA, as amended, or the MSA’s, either 


by country or general area: 


1. Title I, NATO and Europe (12): 


selgium 
Canada 
Denmark 
France 
Italy 
Luxembourg 


2. Title Il, Near East and Africa (3): 


Greece 
Tran 
3. Title III, Asia and the Pacific (10): 


India 
Indochina 
Indonesia 
Japan 
Korea 
4. Title IV, American Republics (8) : 
srazil 
Chile 
Colombia 
Cuba 


B. Nations which have entered into a 


rangement (11): 


Argentina 
solivia 
Costa Rica 
El Salvador 
Haiti 
Honduras 
C. 
SACLANT 


Netherlands 
Norway 
Portugal 

Spain 

United Kingdom 
Yugoslavia 


Turkey 


Malaya 

Nat'list Govy’t Republic of China 
Pakistan 

Philippines 

Thailand 


Dominican Republic 
Ecuador 

Peru 

Uruguay 


‘ollective defense and regional ar- 


Mexico 
Nicaragua 
Panama 
Paraguay 
Venezuela 


International organizations and headquarters (2): 


SHAPE 


D. Nations declared eligible by reason of their defense being of importance 


to the United States: 


Australia 

Burma 

Egypt 

Ethiopia 

Germany (Federal Republic) 
Iraq 

Israel 


1. NATO countries listed under A (1) 


Lebanon 

Liberia 

New Zealand 

Saudi Arabia 

Sweden 

Switzerland 

Union of South Africa 


and Latin American countries listed 


under A (4) are also eligible under B above. 
2. Ethiopia can also be considered eligible under A (2) above. 








. 





STATUS Or SUPPLY OPERATIONS UNDER REIMBURSABLE 


End-item transactions only’ 


Military department and comm 
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Tar B 


of Dec. 31, 195: 


[Millions of dollars 


Cc 


tv category Estimated A cr 
cost to for tlo 


mh he 


Tot al 


Military Department 
Army 
N iV 

Air Fores 


Commodity category 
Vessels 
Vessel equipment 


Aircraft, spares and aero equipment 
Electronics and other signal equipment 


Ordnance equipment 


ranks and combat vehicles 
Motor transport vehicles 
Small arms and machine 


Artillery 
Naval guns 


Small arms and machine 
Artillery ammunition 





lies 


guns 


$580.8 $190. ¢ 





1 ammunition 


Bombs, rockets, and miscellaneous ammunition 


Miscellaneous ordnance 


Engineering equipment and supplies 
Quartermaster equipment and supplies 


Other equipment and supplies 


| Excludes accessorial, rep 


‘ Represents acquisitior 


Defense and for which replacen 
and the sales price, generally 10 percent of United Stat 





related columns 


4 Less than $50,000. 


Re port o f excess materiel chargeable 
United States) 


and rehabilitation, training, 

? Includes the procurement cost for items coming from producti 
from service stocks and the sales price for iter 
nited Sta 


ent isnot required 


acquisition cost to the 


Army 
Navy 
Air Force 


DOD total 


Vessels 

Vessel equipment 
Aircraft 
Ordnance 


Recapitulation 


Chemical and transportation equipment 
Marine Corps equipment and supplies 
Quartermaster equipment and supplies 


LIAO ciara 5 


Total 


45700 


54 





Ss of end-itemis ¢ 


‘stimated cost to foreign government. 
Totels shown are sums of unrounded figures, hence may vary slightly from totals of rounded 


Tas E 


160. ( 


by military department and con 


ises funded 


I 


oO’ f exe 


tock 


F 


and other non-en 
n, the replac 
is from excess stocks 
cess to requirements ¢f the Department of 
These end-items are sold 


equisition cost, is i 


to excess limitation 
as of Dec. 31, 1953 


Programe 


$58, 811, 000 
149, 146, 13 
20, 379, 938 


228, 337, 073 


by category 


juls} 


$30, 774, 238 
147, 077, 219 


MILITARY ASSISTANCE 


modity category as 


Shipped 


Estimated Acquis 
cost to for tion cost 
ign go oO] OX ss 
ernment stock 
$313. 2 $184.7 
114.8 Mi. 7 
13 if 
"YY l 0 
15.8 14 
3.¥ < 
158. 4 6.8 
| 
1 4 “.9 
4.7 2 
) ) 
; ‘ 
0). 2 3 
40 
( 
x0 ‘ 
11.4 ‘ 
7 ‘ 
y, 0 
&1 
19 4 


tem charre 
ment cost for items coming 


ible foreign government 


cluded in data reported in the 


oun 





(dollar value is 


Sales Deliveries 





12, 722, 980 


190, 574, 437 184, 710, 690 


Sales Deliveri 


, 590 $140, 719, 5¢0 





730 240, 846 
, 863 16, 844, 930 
Of6 26 
942 
206 
4 90°0 0 


190, 574, 437 


184, 710, 690 
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Tas E (continued) 


Estimated excess limitation necessary for fiscal year 1950-fiscal year 1955 
requirements 


Programed, 
fiscal year 
1950-fiscal 
year 1954 


Additional, 
fiscal year 
1955 


Estin 
Military Department tota 
requir 


Army. $60, 000, 000 $58, 811, 000 $1, 189, 000 
Navy 190, 000, 000 147, 077, 219 10, 853, 865 
Air Force 30, 000, 000 12, 722, 980 | 9, 620, 062 


DOD total 250, 000, 000 228, 337,073 | 21, 662, 927 


| 


Tas F 
CONTRACTUAL OBLIGATIONAL AUTHORITY AS OF MARCH 25, 1954 


(a) Dollar value contractual obligational authority currently authorized by 
public law : $700 million. 
(b) Dollar value contractual obligational authority utilized to date: 


By military department 


| 

Amount | Net amount 
liquidated | unliqui- 
byfunding| dated 


Total 
Department mount 
utilized 


Amount |Netamount 
canceled utilized 


$69, 138, 462 $19, 914, 223 |$49, 224, 239 | $36, 307,483 | $12. 916, 756 
92, 839, 775 264,114 | 92,575,661 | 44, 158, 168 48, 417, 493 
329, 900,875 | 37,985,975 (291, 914, 900 |216, 980, 323 74, 934, 577 


DOD total 491,879,112 | 58,164,312 433,714, 800 |297, 445,974 | 136, 268, 826 
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Tas G 


TYPES AND CATEGORIES OF EQUIPMENT, MATERIALS, AND SERVICES SOLD TO ELIGIBLE 
FOREIGN COUNTRIES 


ARMY 


Engineer equipment and supplies: 
Tractors (class II) 
Shop equipment, motorized 
bridges 
Trailers 
Compressor, truck mounted 


Signal equipment and supplies: 
Radio sets 
Radio relay sets 
Radio terminal sets 
Ordnance equipment and supplies: 
Tanks and combat vehicles 
Motor transport vehicles 
Small arms and machineguns 
Artillery and fire-control equipment 
Small arms and machinegun am- 
munition 
Quartermaster equipment and supplies 
Medical equipment and supplies 
Chemical equipment and supplies 
Transportation equipment and supplies 
Adjutant General forms and manuals 


NAVY 
Vessels : 
Light cruisers 
Patrol frigates 
Destroyer escorts 
Naval ordnance: 
Naval guns: 
20 mm. and ammunition 
40 mm. and ammunition 


Road-construction 

(scrapers, etc.) 
Spare parts and other equipment 
Treadway trucks 


machinery 


Spare parts and other equipment 
Telephone terminal sets 
Teletypewriter sets 


Artillery ammunition 
Bombs, rockets, and miscellaneous 
ammunition 


Auxiliary patrol craft 
Coast Guard utility vessels 


3°'/50 and 
er sem 


0" /2Zo 


ammunition 


Vessel equipment of all types (including electronics) 


ATR FORCE 


Aircraft : 
GFAE for F-86 aircraft 
P2V—5 aircraft (Navy) 
JRB-6 aircraft (Navy) 
TBM-3 aircraft (Navy) 
F-47 fighters 
F-51 Mustang fighters 
C-119 transport aircraft 
AT-11 trainer aircraft 
T-6D trainer aircraft 


T-33 trainer aircraft 

T-35 trainer aircraft 

B-25 bombers 

H-21A helicopters 

H-23A helicopters 

L—19A liaison aircraft 

C—47 transports 

Aircraft spares and equipment 


MISCELLANEOUS 


Sandbags 

Publications 

Drawings and specifications 
Transport of troops 


Training services 
Tools and tool sets 
Film and film strips 
Life jackets 


inspection services 
Repair and rehabilitation services 


Miscellaneous ordnance equipment and 
supplies 
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THE MUTUAL SECURITY ACT OF 1954 


WEDNESDAY, MAY 26, 1954 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 

The committee met, in executive session, at 10:15 a. m., in room 
G-3, United States Capitol, Hon. Robert B. Chiperfield (chairman) 
presiding. 

Chairman CurrerrieLp. The committee will come to order. 

Admiral, we are glad to have you here. 

Admiral Raprorp. I am very glad to be here. 

Chairman CuHirerrietp. You may proceed in any way you wish, 
Admiral. 


STATEMENT OF ADM. ARTHUR W. RADFORD, CHAIRMAN, JOINT 
CHIEFS OF STAFF 


Admiral Raprorp. Mr. Chairman, in connection with my remarks, 
I feel that in outlining the military situation, I would like to have 
as much of it off the record as I could. 

(Discussion off the record.) 

Mr. Lannam. General Chase, you have answered in a very general 
way Mr. Richards’ first question, but I would like for you to go into 
it a little more in detail. 

He says, “What’s the actual fighting condition of Chinese Formosan 
forces?” 


STATEMENT OF MAJ. GEN. WILLIAM CURTIS CHASE, CHIEF, MAAG, 
FORMOSA, DEPARTMENT OF DEFENSE 


General Cuase. Well, I have answered that in a general way. 

(Discussion off the record.) 

Mr. Lannam. We are glad to trust your judgment about that. 

Do the Formosan people and Formosan soldiers have confidence in 
their leaders—that is the Generalissimo and his son ? 

General Cuase. My answer to that is “Yes”; that they have in- 
creasing confidence and respect for the Generalissimo. 1 feel that 
these last elections which were held there really bring that out. 

Right in Taipeh they elected a mayor who didn’t belong to the 
KMT Party at all, and I would say there have been remarkable strides 
made in democracy out there. It is not 100 percent good old United 
States of America democracy that you and I are used to, but let me 
tell you, it is a lot more democratic than a lot of other places in the 
Far East. 

Mr. Lannam. Well, thank you, sir. I appreciate your forebearance, 
and I am sure that Mr. Richards will. 

Chairman Currerrretp. Mr. LeCompte. 
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General Cuase. I would be very happy to talk to Mr. Richards 
whenever he is available. 

Chairman Currerrietp. Thank you. 

Mr. LeCompte. 

Mr. LeComrre. Thank you, Mr. Chairman. 

I suppose I will be pardoned if 1 express the pride that I have in 
the fact that Admiral Radford went to Annapolis as a midshipman 
nominated by one of my very distinguished predecessors, Congressman 
Kendall, who was a young Congressman down here in about 1912; 
afterward became governor and a very great statesman, and I submit 
he had some vision and wisdom even as a young Congressman here in 
1912. 

I think the discussion has gone so far that I will ask no questions. 

Thank you, Mr. Chairman. 

Chairman Cutrerrievp. Mrs. Kelly. 

(Discussion off the record.) 

Mr. Vorys. Admiral Radford, I want the record to show the cir- 
cumstances under which General Chase is here, today. I believe that 
through representatives of the committee, Mr. Richards asked you 
at the end of the week if General Chase could be brought here at his 
request, isn’t that right 

Admiral Raprorp. You wanted to have General Chase here for these 
hearings, and I think we promised to have him available on Thursday 
of this week, and he got here | day early, and I thought he might as 
well come up today. 

Mr. Vorys. He will be available tomorrow ? 

Admiral Raprorp. He is here until you are through with him. 

Mr. Vorys. He was brought here for this hearing ? 

Admiral Raprorp. That’s correct. 

Mr. Vorys. How many miles is that / 

Admiral Raprorp. Eight or nine thousand miles. 

General Cuase. I came over the Great Circle route. I came the 
most economical route. 

Mr. Vorys. When were you notified, General Chase? 

General Cuasg. Well, it was late Saturday and I came on the first 
plane that I could get out of there—a Northwestern plane, by the way, 
and I can highly recommend them. 

Admiral Raprorp. We had a meeting Friday afternoon and Gen- 
eral Chase got the word that night or early the next morning, I guess. 

Mr. Vorys. And you got here yesterday ¢ 

General Cuase. I got here midnight last night, sir. 

Mr. Vorys. Do you have any other duty that would call you back 
at this time ¢ 

General Cuasr. No, sir. 

Mr. Vorys. Thank you very much. 

We will go off the record. 

(Whereupon, the committee proceeded off the record, to the adjourn- 
ment at 12:30 p. m., to reconvene at 2:30 p. m., the same day.) 


AFTERNOON SESSION 


(The committee reconvened at 2:35 p. m., Hon. Robert B. Chiper- 
field (chairman) presiding.) 
Chairman CurrerFietp. The committee will come to order. 
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Boyd, you have an announcement, I believe. 

Mr. Crawrorp. The chairman has asked me to announce the com- 
mittee will meet at 10 o’clock next Tuesday for the purpose of having 
a section-by-section review of the working draft bill. 

Chairman Cutrrerrietp. If we have to have additional information, 
we can call people in, but we have been looking over the schedule and 
it looks like we ought to start on the bill itself by next week. 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, UNITED STATES 
ARMY, DIRECTOR, OFFICE OF THE ASSISTANT SECRETARY OF 
DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS, DEPART- 
MENT OF DEFENSE 


General Stewart. Mr. Chairman, and ladies and gentlemen of the 
committee, when we assembled the data and information for the pres- 
entation to this committee, we followed the same pattern in title ITT, 
or the Far East, as we did in other geographic areas of the world. 

As you know, this data was assembled generally in the way the com- 
mittee indicated it wanted it last year. 

Now, the march of history in Indochina has overtaken my prepara- 
tion. As you were informed by the Chairman of the Joint Chiefs of 
Staff this morning, the situation has deteriorated, major changes in 
the military situation in Indochina have taken place, and if there is 
anything we need at this moment it is flexibility, not only in thought, 
but in authority and in the use of funds. 

The situation in Indochina, of course, primarily affects Indochina, 
but it cannot fail indirectly and in some cases directly, to affect all 
other portions of this area. 

With the committee’s permission, I would like to present some con- 
siderations affecting the entire area, and follow that up with some 
possibilities that the area possesses, possible courses of action, and to 
follow that up, in turn, with such details as are still pertinent, relative 
to the several countries in the area. 

We have with us as you know, General Chase, Chief of MAAG, 
Formosa, and when we reach that country, I would like to turn over 
the job of presenting that country to General Chase. 

Now, it seems to me that the most important element in this whole 
situation is the retention of the confidence of the peoples of this part 
of the world in the integrity, stability, steadfastness, and intentions of 
the United States. And it is along this line that I would like to give 
you some information assembled in chart form that I believe will bring 
out why this is so important. 

Mrs. Bouton. Mr. Chairman, may I interrupt for a moment to ask 
the question, Are we through with Indochina? 

General Stewart. No, ma’am. 

Mrs. Bouron. I’m not, I know that. 

Thank you. 

Mr. Vorys. Could I say one word? 

Chairman Crrperrretp. Mr. Vorys. 

Mr. Vorys. May we have a map of this area? 

General Stewart. I’m about to display two or three of them. 

I think the first thing that we ought to look at is the situation in 
which the peoples of this area find themselves, and for that purpose, 
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I would like to present a map here Showing some geography and 
distances. 

(A map was shown.) 

General Stewart. We tried to prepare this map so key points could 
be read from any point in the room. 

We have drawn in the boundaries down in this critical area between 
Indochina, Thailand, Burma, and India. Here is Malaya. Here is 
Indonesia, stretching out into here. The Philippines, Formosa, and 
our own strong point as an air operation base, Okinawa, Japan, and 
here we have a large army in the Korea area. 

Notice the distances between these points in terms of modern trans- 
vortation, are very short. You will notice that any move, any success 
of the Communist Forces of China or whatever nationality have in 
establishing themselves to the south, further embarrasses all adjoining 
countries. It embarrasses not only in a military sense, but by the 
proximity of the great populations under a hostile regime. It em- 
barrasses them in an economic sense. And, as anyone of these are 
falls to the side of the Communists, every other area, by the very fact 
of geography, becomes more greatly endangered. 

These arrows are not related to any war plans of the Communists 
that I know of. I don’t know what their plans are. However, I 
thought I might indicate the possibilities of how an envelopment of 
the area ending up with the isolation of Formosa, Korea, and Japan 
could take place, simply by the gradual acquisition of geography. 

Security deletion. | 

Now, the people who live here, the people who have shown them- 
selves willing and anxious to stay on our side of this struggle are faced 
with that geographical situation. God and birth put them there. 
They didn’t choose to be there, and they can’t leave. That is where 
they have to live. That is where their families live and that is where 
their livelihood is. 

(A map entitled “Population” was shown.) 

Ge neral Stewart. Now, here is a map of the same area upon which 
we have placed some information relative to population. It brings 
out some very amazing factors that relate to the position our friends 
out there find themselves in. 

Let’s take the Communist side, first. 

The total population of the Communist countries of this particular 
area is 530,260,500 people. The total population of the non-Com- 
munist countries of this area is 293,392,000. And too, our friends there 
are already faced with a vast population majority on the side against 
us. 

Now, it is further interesting to note how these break down. There 
are in the Communist countries males between the age of 15 and 49 
numbering 141,621,000. Males of the same age in non-Communist 
area, 75,200,000. Of those physic: ally fit—in other words military po- 
tential—there is 74 million in the Communist countries as against 
45,230,000 in the non-Communist countries. 

Chairman Cuirerrietp. Where did you get those figures? 

General Stewart. We got them from official sources. I can give 
you the exact source, but no figures come up here unless we have a 
basis for them. 

Mrs. Keury. Is that the overall population in each country, or 
actual number of Communists in each country ? 
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General Stewart. Overall population. 

(Discussion off the record.) 

Mrs. Kerry. This is their potential as a country / 

General Srewarr. Yes, ma’am. This is simply their population. 

I again come back. You take where these people who are friends 
of ours and who want to stay on our side, live, and the number of them, 
and compare it to the other people, and the number of other people 
and their geographical relationship to each other, and you begin to 
get an appreciation of the anxiety with which they must regard the 
present situation. 

Now, I have still a third map here. 

Mr. Jupp. General, just a passing note: It is rather extraordinary 
that the population of two adjoining countries should be identically 
the same: 19,140,000 for Burma, and exactly the same number for 
Thailand. We got a million more in Thailand than Burma, didn’t 
we, Al, when we counted them? You have the same in both countries. 
The stork has been working on an unusually precise schedule. 

General Srewarr. I have nothing to say, sir, on that particular 
point. 

Mr. Jupp. We also included in ours, Australia and New Zealand. 
That is the reason they are different. We had 288. 

Mr. Hays. He hasn’t got Burma listed. 

Mr. Jupp. Yes, he has. 

Mr. Hays. Not in the chart. 

General Srewart. I have two charts there. One is population, I 
believe, and the other is military forces. Burma wouldn’t necessarily 
show. 

Mr. Jupp. It is in the population one. 

Mr. Hays. It is not on mine. 

Mrs. Boutron. Oh, yes; it is. 

General Srewarr. You have two charts there. 

Mr. Hays. This may be a waste of time, but it is on the non-Com- 
munist male population, but not on the other. 1 just wondered why 
it was left off of this one. 

Mr. Vorys. No, you left it off the non-Communist population. 

Mrs. Borron. It is on my non-Communist population. 

Mr. Vorys. That’s male. 

Mr. Hays. But not on the other, Mrs. Bolton. 

Mrs. Bowron. I see. I beg your pardon. 

Mr. Vorys. You haven't got India in there, either. 

Mrs. Bourvon. They are neutral. 

Mr. Hays. That would add 19 million to the 298. 

Mr. Vorys. Somebody forgot to put it in. 

(A map was shown entitled “Military Strength, in Being.”) 

General Srewarr. The next map, Mr. Chairman, is a map of the 
same area and it shows the number of men in uniform, army, navy, 
and air force. The best information we have of the number of men 
in uniform in this area, on each side. 

(Discussion off the record.) 

General Stewart. Now, what I am trying to demonstrate here is 
that these three factors geography, population and _ military 
strength—people actually in uniform—place our friends in a most 
difficult situation and certainly leads to the requirement on our part 
that we demonstrate to them in unmistakable terms our determina- 
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tion to continue steadfastly as their friends and to offer them such 
assistance as is in our mutual interest. 

Further, it seems to me that we have to handle this in such a way 
that no one can make false propaganda saying that we are simply 
using these people as pawns in a world game to attain selfish ends. 

Now, if those things are true—and the importance of this area to 
the free world has been repeatedly stated by people better informed 
than I am—then certainly our actions must be aimed at achieving 
and maintaining this confidence that the peoples of this area must 
have in us, and it seems to me that there is nothing more tangible that 
this country can do at the present moment to reassure these peoples 
of our intentions than for the Congress to authorize and make possi- 
ble such actions in this area as may be proper and as may be decided 
upon by the appropriate people of the Government, as the situation 
develops and changes. 

Now, what could we do, assuming that we are authorized to con- 
tinue military assistance in this area, and assuming that we have the 
necessary funds to do it? 

I want to go back, first to the population chart. 

Mr. Jupp. Mr. Chairman, may I ask one question while we are on 
that chart ? 

There are two possible factors that might change the picture. One 
is Western soldiers, and the other is Japanese manpower. 

Do you have offhand the total military strength that the Japanese 
had at their peak? It was something like 4 million, wasn’t it? 

General Stewart. I don’t know. 

(Discussion off the record.) 

Mr. Jupp. If you are trying to change that picture, you have to use 
Western soldiers or build up the Japanese. They are about the only 
two great potentials you have, is that not right ? 

General Stewart. No, sir, that is the greatest potential, but we 
have other potentials. 

Now, leaving up here the military strength, at this time, let’s take 
some of these countries and see what the possibilities are. 

On the chart that we have laid in front of you where we have the 
male populations between 15 and 49, let’s take Japan. 

(Two tables referred to are as follows :) 


Far Fast and southeast Asia 


MALE POPULATION STATISTICS (NONCOMMUNISTS 








ges 15 ~hwsics , gee 15 ~hwain , 

Country — 49 ea os Country 7 Ay I — ally 
Formosa Seeiue 2, 615, 000 1, 980, 000 Burma. _. 5, 173, 000 2, 570, 000 
South Korea 4, 351, 000 2, 140, 000 Malaya 5 800, 000 
Japan... 20, 884, 000 16, 730,000 || Indonesia-_.- 22, 391, 000 11, 130, 000 
Indochina: Australia , 293, 000 1, 780, 000 
Vietnam... 3, 870, 000 1, 920, 000 New Zealand 493, 000 380, 000 
Cam bodia- 860, 000 430, 000 Philippines 5, 239, 000 2, 690, 000 
Laos 340, 000 170, 000 . $$$ —________ 
Thailand. 4, 941, 000 2, 510, 000 Total... 75, 200, 000 45, 230, 000 


MALE POPULATION STATISTICS (COMMUNISTS) 





| | 
Russia (estimated) - - | 11, 928, 000 9, 900, 000 Red Korea... 
Red China. _. | 125,100,000 | — 61, 800, 000 | 
Viet Minh__-. | 3, 040, 000 1, 500, 000 Total 74, 000, 000 
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NON-COMMUNIST POPU'LATION 





Country | Population Country Population 
Formosa - - - - dost dancncdl 8, 827,000 | Malaya.. : 7, 400, 000 
South Korea_- . | 20, 642, 000 Indonesia _ - 82, 870, 000 
Japan . 87,330,000 || Philippines... ‘ 21, 670, 000 
Hongkong 2,300,000 | Guam ‘ 60, 000 
Indochina: | Okinawa 965, 000 
0 a 12, 637, 500 Australia &, 976, 000 
Cambodia ; 3,131,000 || New Zealand 2, 075, 000 
J eee a | 1, 228, 000 -—— - 


Thailand . . — 19, 140, 000 Total. 298, 391, 500 


COMMUNIST POPULATION 


Russia - é / 49, 700,000 || North Korea 7, 923, 000 
China — 460, 000, 000 - ~ 
Indochina--- ° : | 12, 637, 500 Total _- 530, 260, 500 


General Stewart. There are 20,884,000 males between the age of 
15 and 49 in Japan [security deletion]. And, I think the point that 
you just made, Dr. Judd, is very pertinent and it is exactly what I am 
trying to point out, here; that we haven’t begun to tap all the military 
strength of the free world in this area, at the present time. 

Now, let’s take the Philippines. That is an excellent example. 

[Security deletion.] They have a male population of 5,239,000, and 
certainly could raise considerably more troops to defend their freedom. 
I would like to say we have been dealing with the Filipinos since 
back around 1898 and they have made wonderful soldiers under our 
direction. The Philippine scout was as fine a soldier as ever wore 
the uniform. They have a hard core of trained military people 
right now. 

(Discussion off the record.) 

General Srewart. In my class at West Point, there were two Fili- 
pino cadets who graduated with my class. 

You have a potential there of fighting men that we haven’t touched. 
| Security deletion. | 

They have, incidentally, done pretty well. They have the Huks 
under control. 

Now, you can go along and compare what is available with what is 
there, and I think the point, without belaboring it any further in de- 
tail, is that with authority and with the willingness and desire of 
ihe people, and with the necessary financial means, we can go into this 
area and vastly increase the military strength of those peoples who 
want to stay free of Communist domination, 

But, you can’t get them to participate unless they have some con- 
fidence in our continued support. 

The soldiers on Formosa have families and relatives in China. 
These Filipinos—remember what happened to them when the Huks 
got loose on their farms and burned out their villages and murdered 
some of their people. 

There are people up here in Korea. They know what it is to have 
the Communist forces run over you—when you are not strong enough 
to resist them. They know what it is to walk the roads in the dead 
of winter with your children freezing on your back because the Com- 
munists are coming. 

They want to work with us. 
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But, if they can’t be assured of this strong, powerful friend sup- 
porting them, they are subject to the same emotions and feelings as 
any other living being which is, that the first law of nature is self- 
preservation. And, I think that that is a most important element 
that we have to consider when we talk about authority to continue 
this program in this area. 

Now, we have had so much talk about the deterioration of the mili- 
tary situation, I would like to be sure that we still remember that we 
haven’t been kicked out of Indochina—people friendly to us haven't 
been kicked out. [Security deletion. ] 

You can get a military reverse and come back. When I joined the 
Second Division in Korea, the 15th day of December, 1950, it was 
rated 20 percent combat effective and was about 25 percent up to 
strength. It had just gone through the rear guard, when the Chinese 
Communists first hit it. Exactly 14 days later that division was in 
combat and it fought without relief from the 29th day of December 
until the 15th day of June and is a division, if you will pardon my 
modesty, that stopped the Chinese Communists in Korea. This is a 
matter of history. 

Now, these people—because we have a society back here, and get in 
trouble in a military sense, that doesn’t mean that the whole thing is 
gone by any manner of means. If somebody had got the spirit and 
the will and the determination, and the point .I keep trying to make 
is that we must do the things that will give these people heart and 
not do the things that will make them think that we are not with them. 

In the Philippines, we have assisted in building up those people. 
They have the Huks under control. A couple of weeks ago the leader 
of the Huks came in and surrendered, and the Filipinos now have a 
government that is not threatened by internal Communist elements. 
It shows the kind of thing that can happen. 

Certainly in Korea we have assisted South Korea from going under 
Communist domination. 

(Discussion off the record.) 

General Srewart. And when Japan was stripped of United States 
forces put into Korea in 1950, the Japanese forces [security deletion | 
took over and guarded the island and we had many isolated posts 
there, with the soldiers gone and the women and children left and they 
were protected perfectly and I never heard of an instance of any 
menace to those people while we were gone. 

I think that is evidence that they like the kind of things we stand 
for. But, they sit right there off the coast of China and Korea, within 
aircraft distance, just a few miles north of their northern islands are 
Russians, and they can’t move the island away. They have a lot of 
people who have to stay there. They must have confidence in us and 
we must see that they keep it. 

Now, in Thailand, we have established through this military aid 
program a small military force in the three services, Army, Navy, and 
Air Force. We have raised the standard of military competence, 
[security deletion] from what it was when we went in there. 

(Discussion off the record.) 

General Srewart. They have come out publicly and stated they 
will be with us in any course of action that the Secretary of State 
and the President decide on for that area. That would not have 
happened if we hadn’t had this program. 
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It didn’t happen when the Japanese came in there. It is because 
they begin to get confidence, a feeling of strength and self-respect 
and a desire to ‘keep it that they will take such a stand as that. 

Now, there are other people with whom we don’t have a program, 
but who, if they felt confidence in their future, might very well be 
happy to line up with us. [Security deletion. | 

In Malaya and Burma, of course, there are certain British Com- 
monwealth troops. Down south of this, of course, is Australia and 
New Zealand. 

(Discussion off the record.) 

General Srewartr. Mr. Chairman, what we are asking in this bill, 
for the area as a whole, is not 1 cent more than we came in here with 
originally. What we are saving is that the illustrative programs for 
the military defense assistance program that we prepared, to justify 
that request, are not, in the case of Indochina, certainly, to be fol- 
lowed. We are asking that we be authorized, as we originally re- 
quested, and as you have in the past, with one exception of last year 
for Formosa, to use the authority and the funds that you grant us 
und appropriate to us for the area as a whole, meeting the situations 
as they exist. 

If this thing is changed as radically as it has changed since the 
charts that we brought | up here, or printed to bring up here were 
printed, I think it is reasonable to assume that it might change after 
Congress had adjourned and gone home. I think that this very change 
is the strongest argument that we must have full flexibility within 
this area, and with the use of the funds that we are requesting. 

The other change is, as you will recall, under the program pre- 
sented by the Director, Foreign Operations Administration. There 
is an item of $800 million which was put in there to support the French 
Union forces’ effort, and the effort of the native states in prosecuting 
the war in Indochina. As drawn in the draft bill, I am told by the 
legal people, as now drawn, that money is restricted for that pur- 
pose—to be used for that particular thing. 

We are now requesting that the use of that money, and the author- 
ity to use it be widened, in addition to the Indochina needs, for what- 
ever purpose may be found necessary in this area. Because of this 
changing situation, we have not felt justified in cha inging our request 
as to the amount. We feel completely confident that we will have 
to have this authority and these funds to do any of the things that 
I indicated as possibilities. 

Now, Mr. Chairman, we have the program of Japan and the pro- 
gram on Formosa, which I believe, certainly in the case of Japan, 
is sufficiently firm to use as an illustration, but I suggest that in view 
of the fact that General Chase has come in here from around the 
world, he has been in Formosa for 3 years, and there is no man living 
who knows as much about those forces as he does, that we take up 
Formosa and let General Chase answer any question you care to put 
to him. 

Chairman Criperrirecp. General Chase 

General Cuase. Mr. Chairman, and ladies and gentlemen, I would 
first like to bring you up to date on the tactical situation there. You 
undoubtedly have read in the papers that there have been some Com- 
munist movements to the south. Ill want to cover that. Then, I 
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would like to show you, based on that, the strategic importance of 
Formosa to the defense of our country. 

(Discussion off the record.) 

General Srewarr. Now, this is fine, right here [indicating]. 

Then I would like to discuss, for a moment or two, their potential 
[security deletion | out there in the Far East. 

(A map was referred to.) 

General Cuasr. There has been quite a movement of Communist 
elements to the south, to this area, here, which is the top of our off- 
shore lands. There have been some air skirmishes and surface naval 
incidents where the Chinese Nationalists have been giving a good 
account of themselves. 

(Discussion off the record. ) 

Mr. Vorys. Then could you give us an idea—maybe some of the 
others are as ignorant as I am, but I just pictured the whole crowd 
huddled on Formosa. 

General Cuase. Oh, no. 

Mr. Vorys. Can you give us some idea of the spread of islands 
along there ? 

(Diseussion off the record.) 

Mr. Vorys. We want to get that so we can understand it and so it 
shows in the record. How many miles along the coast would it be? 

(Discussion off the record.) 

General Cuase. Does that clear up your question, sir? 

Mr. Vorys. Well, one other thing: Last year, you will recall, the 
island forces were just classified as “and so forth,” and there was 
nothing in the tables of organization for them—I think maybe there 
were a few words at the end. Now do we supply them? 

(Discussion off the record.) 

Mr. Jupp. Mr. Chairman, may I question on this same point? 

Chairman Curperrrevp. Mr. Judd. 

Mr. Jupp. Why do you suppose the Communists don’t take those 
islands? They could, if they wanted to make enough of an effort. 

We visited one island where there were many thousand troops. 
There were fewer civilians. There were few women, little entertain- 
ment, none of the things that ordinarily go with an army. Yet there 
was magnificent morale. You could ‘look right over at the Com- 
munist mainland. You could see them through glasses, right over 
on the other side. 

First, I don’t see how the Chinese do as well as they do to keep 
going, and second, why don’t the Communists take them ? 

(Discussion of the record.) 

General Case. We have just gone through their budget. We are 
called in and one of our more advisory duties, Mr. Chairman, is to 
help them plan and formulate and justify and then help execute 
their budget which has many advantages for us and many advantages 
for the Chinese because we know generally—I wouldn’t say that any- 
one would ever know everything about a Chinese budget, but we 
know, certainly, a great deal more than we did 3 years ago. 

Three years ago the Chinese budget was sent in to the legislative 
group, which is just like Congress, and it was three pages long. It 
was all lump sums, 

(Discussion off the record.) 
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General Case. At any rate, that has all been changed and at the 
President’s request and direction, we have taught them, generally, 
our budget system, and they are making a serious effort to follow it 
and their budget this year looks almost as great as this tremendous 
stack of documents I have here in front of me today. It is all justified 
in 180 appropriations and so forth, and it is all worked out. We have 
heen able to help on that. 

So I say, the n, to summarize these things, that the situation there 
generally is quiet at the moment. The Commies may put on an 
attack on any of those offshore lands, at any time, and especially the 
northern one at Tachen. We feel that the strategic value of the con- 
tinued support of the Chinese Nationalists, there, is obvious. Not 
only to our country, but to the anti-Communist cause, especially in 
the Far East, and that is either offensively or defensively. 

We feel that the Chinese are living up to the mutual part of our 
mutual security program, here, by the fact that they are putting in 
so much of their own means, something like 65 percent. We feel 
that the continued support of the C hinese Nationalist cause is cer- 
tainly sound strategically and it is sound from a monetary viewpoint, 
too. Also we feel that continued support—both moral support and 
physical support and military support is perfectly sound, and I highly 
recommend to this committee that it be continued for this next year. 

Chairman Currrereieip. Mr. Judd. 

Mr. Jupp. General Chase, recently some old China hand, who had 
lived out there many years ago, was asked the question, so the papers 
reported, what would happen | if these troops were landed on the main- 
land, and he said they would all just immediately turn over to the 
Communists and lay down their arms and go home. 

What is your comment or your estimate of the accuracy of that 
appraisal ? 

( Discussion off the record.) 

General Cuase. We feel that they would remain loyal to the 
generalissimo. 

Mr. Jupp. That is, these are the folks who wouldn’t defect. They 
wouldn't defect when they were defeated and they are not likely to 
defect when they have some hope / 

(Discussion off the record.) 

General Stewart. The delivery picture in this country is like the 
delivery pictures in other countries. It is certainly not as good as 
we want it to be. I am encouraged by the March reports, which is 
one of the biggest months we have ever had, and I sincerely hope 
that we can continue that. 

Mr. Jupp. Let me be concrete. I have an arsenal near my district. 
The Twin Cities Arsenal. They have laid off 2 shifts, about 4,000 
workers. It makes .30-caliber ammunition—.30- and .50-caliber am- 
munition. They are closing down because we are supposed to have 
ammunition pouring out of our ears. I get letters every week from 
families who have lost their jobs, 

(Discussion off the record.) 

Mr, Vorys. Mine is a 155-millimeter plant that is closed down. 

45700—54 61 
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STATEMENT OF BRIG. GEN. SAMUEL C. RUSSELL, CHIEF, FOREIGN 
AID DIVISION, G-4, DEPARTMENT OF DEFENSE 


General Russe.y. Insofar as small-arms ammunition in Formosa is 
concerned, over two-thirds of it is in offshore procurement. The 
third that is being furnished from the United States has practically 
all been delivered. Very little of the offshore procurement ammuni- 
tion has been delivered, and much the same pattern applies to the 
artillery ammunition. 

Of course, there is the advantage of offshore procurement—the fact 
that the base is there, close to the point where the ammunition is 
going to be used, and we feel that those offset the delays in deliveries 
that result from establishing the base. 

Mr. Jupp. Well, we don’t object to the offshore procurement, we 
are all for it. 

(Discussion off the record.) 

General Russett. There is an element of money involved in this, 
you know. 

Mrs. Ketuy. No, there couldn’t be. 

Mr. Vorys. You have plenty of money. What do you mean by 
“money” ? 

General Russet. I mean if we have 2 reserves, 1 from offshore 
procurement and the other from the ZI, it would take more money 
than we have. 

( Discussion off the record.) 

General Stewart. Mr. Chairman, just to get the record straight, 
we are not as bad as this sounds. 

(Discussion off the record.) 

General Stewarr. That is not all we have on the program, and it 
is not all that we would like to have there, but there are still a few 
rounds of ammunition out there. 

Mrs. Cnurcn. Mr. Chairman, may I ask what the percentage of 
the amount that is supposed to go there, that represents? 

General Stewart. It would take me a second to figure it out. 

General Crase. We not only have to furnish the reserve ammuni- 
tion for fighting, but the training ammunition, too. 

I will say for the offshore procurement last year, the Chinese had a 
contract for, I believe, 5.6 million, United States, which they de- 
livered, and we have just signed a contract for 2 or 3 million, United 
States, which they have just started on. | 

They have quite a capacity to produce our calibers of ammunition 
on that island, and, frankly, I think it should be encouraged. In fact, 
the Chinese themselves are now out trying to sell some to the Philip- 
pines and to other places. But that, I believe, is involved somehow 
or other with our support of Japan. 

(Discussion off the record.) 

Mrs. Ketxy. Will the gentleman yield? 

I am looking at page 187 on your Formosa confidential chart. - 

(Discussion off the record.) 

Mrs. Ketty. In the light of the present situation, has production 
been stepped up for that? 

General Stewart. Deliveries have been stepped up. 

Mrs. Ketty. What about the step-up of the production lines. Do 
you know anything about that? 
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General Stewart. So far as I know, there has been no increase in 
the production. 

(Discussion off the record.) 

General Stewart. We have not changed it yet, Mrs. Kelly. I 
don’t know what will come out of this. 

I would like to say that we are governed by very deliberate and 
carefully thought out priority lists, drawn up by the President, 
originally, and then changed into exact terms by the Chiefs of Staff. 
I would be very glad to read that off the record. That is what we 
are still operating on. 

Mrs. Ketiy. You are operating on what? 

General Stewart. We have not changed the priorities that have 
been in existence for about a year. 

Mr. Jupp. Let’s have them read. 

(Discussion off the record.) 

General Stewart. It has been revised to some extent. 

Mrs. Kretxy. There has been no change, am I correct ? 

General Stewart. There has certainly been a change in the priority 
accorded Indochina. That was second. It has been first, now, for 8 
or 9 months. 

Mr. Jupp. By calling it an emergency, you can shift things around. 
But is Indochina the only place that has been called an emergency ? 

General Stewarr. To any substantial degree. 

(Discussion off the record.) 

Mrs. Boron. Mr. Chairman, may I ask two questions ? 

Mr. Vorys (presiding). Mrs. Bolton 

Mrs. Bouron. First, I would like to know who said we were to ship 
those to Nicaragua? We were told here that the last thing that 
should be done would be to publish shipments from here, that the effect 
of that would be to unite the Guatemalans. Apparently that is what 
it has done. 

General Stewart. Nicaragua was declared eligible for military 
assistance. 

Mrs. Bouron. They protested the whole business in Guatemala, and 
they were at the point of calling this Inter-American group together 
when suddenly we fly a lot of stuff down there. Why couldn’t we have 
let it go along through channels, so to speak, the way we were told it 
should go, so we wouldn’t irritate the Guatemala good fellows and 
make them clannish with the bad ones? 

General Stewart. I would like to defer to the State Department. 
The process by which Nicaragua became eligible was a normal process. 

Mrs. Bouron. I realize, Mr. Chairman, that this matter is outside 
what we are considering presently. So I will do no more than ask 
for a report from State. But 1 did want to ask with regard to this 
Asian area, what has been done to step up production? You say we 
are short in production. It is so diffientt to change the priorities, since 
we don't produce enough. Why don’t we? 

Gatieshiuselame I don’t believe I said we were short in production. 

Mrs. Bouron. Then I misunderstood it. 

General Srewarr. I said it was a matter of getting it delivered, 
rather than production ; I believe that is what I said. 

Mrs. Boron. What is the difference? If you have it produced, you 
have to get the supplies; don’t you? 
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General Srewarr. If it is a matter of production, it is a case of the 
rate of manufacture not being sufficient to meet all our requirements in 
a period of time. 

Mesit if you assume that is not a limitation, and that there is con- 
siderable material in stock, as well as a certain production coming off, 
it then becomes a matter of how fast you can get 1t packed up, allocated, 
and delivered, and we haven’t been very good at doing it fast. 

Mrs. Bouron. Is your manufacturing schedule coming along on 
time ? 

General Stewart. Yes, ma’am. 

Mrs. Bourton. What is not good is the transportation, the packaging 
and shipping ? 

General Stewart. I hesitate to say, because as I said once before, 
there have been at least five major, and I mean major, efforts on the 
part of no less a forceful character than the former Assistant Secre- 
tary of Defense, Mr. Roger Kyes, to get the exact answer to this, and 
we never have gotten it yet, and we are still trying. That March 
shipment indicates to me we are at least getting some improvement in 
it. I can’t honestly answer, because all the brains we have had have 
never given a satisfactory answer. 

Mrs. Bouron. And that isn’t in your Department; it is in what? 

General Stewart. It is in my Department, but it is actually carried 
out by the three services. It is our Department. It is our fault and 
it is our responsibility. 

Mrs. Bouton. Mr. Chairman, I do want to come back in the course 
of time to the State Department, but I think it would be unfortunate 
to interrupt the military aspect of our discussion. 

General Stewart. Well, Mr. Chairman, if we have cleared up some 
of these questions, I had something else. 

Mr. Vorys. I have one question which I would like to ask General 
Chase. General Chase, I heard up at the U. N. the Chinese Nation- 
alist delegate tell about millions of guerrillas on the mainland and he 
was followed shortly by Mr. Malik, the Soviet delegate, who didn’t 
deny it at all, but said it was a dreadful thing to have brother fighting 
against brother. That was some time ago. 

(Diseussion off the record.) 

Mr. Vorys. How about you, Mr. Drumright? 


STATEMENT OF EVERETT DRUMRIGHT, DEPUTY ASSISTANT SECRE- 
TARY FOR FAR EASTERN AFFAIRS, DEPARTMENT OF STATE 


(Discussion off the record.) 

Mr. Vorys. Aside from guerrillas, what are the chances for coun- 
ter-revolutionary independent activities on the mainland of China? 

General Cuase. Are you talking to me, sir? 

Mr. Vorys. I would be very interested in your comments on that. 

(Discussion off the record.) 

Mr. Vorys. Can you give me any further information, Mr. Drum- 
right? [Security deletion.| I am asking about the thing which I 
consider to be the question that involves probably the peace of the 
world and that is that I don’t see much chance for a peaceful world if 
the Chinese Communist movement is completely successful and con- 
solidates. 





Years ago, I spent a year in China. There were vast areas of China 
in my day where there wasn’t much central government at all. Some- 
body came by and got some taxes or drafted somebody for the service, 
or something like that, but the weakness and the strength of China 
was in that characteristic. 

I have been told that throughout the Japanese occupation, that sit- 
uation continued. I have also been told, “Well, that is all over and 
in these few short years, the Communists have been able to do what 
the Manchus couldn’t, and the Chinese themselves couldn’t, and the 
Japs couldn’t. They have a monolithic structure there, and we might 
as well forget about having the Declaration of Independence go into 
force over there.” 

Now, that is what I am wondering about. 

Mr. Drumricnr. Off the record. 

(Discussion off the record.) 

Mr. Vorys. You talk about cruelty and so forth. When I was out 
there years ago, there were executions and extortions that came on, 
from the north, then from the south. I would say that this idea of 
cruelty, when the Chinese get to tangling with one another, is no 
Communist product; it is Just an old Chinese custom, as far as I 
know. What I am trying to find out is whether these Communists 
have such a superb organization that they can do something that has 
never been done before. 

Mr. Jupp. They were already doing that 20 or 25 years ago. That 
is why some of us tried to warn of their possibilities and dangers. 

Mr. Vorys. The Communists had it all organized under a fellow 
named Chiang Kai-shek, who came up through the territory where 
I had been and Borodin was his sidekick, and they had their execu- 
tions and so forth, and the Communists took it all over. Then Chiang 
became anti-Communist and took it all back. 

(Discussion off the record.) 

Mr. Vorys. Do you want to proceed to another matter, now, Gen- 
eral Stewart? 

Mr. Jupp. I have two questions. The New York Times had a 
story last year that 11 of these offshore islands, during the last year, 
had passed over to Communist control. Were they abandoned or 
did the Communists seize them, or what ? 

General Cuase. Those islands were small islands that were held by 
small guerrilla forces. They were not important islands at all. 

Mr. Jupp. It wasn’t a major loss of any sort ? 

General Cuase. Oh, no. 

Mr. Jupp. I talked to a Chinese who had come out from the in- 
terior, and he said that one could see no change in public support, but 
that there were the two changes. First the Communist harshness in 
the country had lost the good will of the peasants—he put it just that 
way. Secondly, he said the mood of the people in the cities is one of 
sullen resentment. He said there is no beta opposition, but there 
is something there to build on, now, where there wasn’t 3 years ago. 
They were first in the honeymoon stage. Then there was demoraliza- 
tion and shock when they found out it had all been a fraud. 

Talking about his own people, he said the attitude now is one of 
sullen resentment. Do you get any evidence to support that state- 
ment ? 

(Discussion off the record.) 
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Mr. Jupp. The myth that the Reds have established a great new 
heaven on earth, supported by the public, that is over? 

General Cuase. Yes. 

General Stewart. Mr. Chairman, I can give you the G-2 estimate 
in answer to the question Dr. Judd has just asked. 1 would like to 
do it off the record, if I might. 

(Discussion off the record.) 

Mr. Vorys. Can we proceed? 

General Stewart. Mr. Chairman, to come back to the area as a 
whole, I have here a chart entitled “Far Eastern Military Forces.” 

(A chart entitled “Far Eastern Military Forces” was shown.) 

This shows that there is a potential that, authority and means be- 
ing available, could be developed. 

These are the forces that actually are in being. Here are the forces 
that we are presently supporting with this program. 

{ have it by countries, but the interesting thing to note is that ac- 
tually in equivalents of ground divisions, in this area, in Burma, 
Indochina, Indonesia, Formosa, Philippines, Thailand, Japan, and 
Korea, there are actually in being [security deletion]. 

Of those, our present program, for perfectly obvious reasons here, 
only is contributing toward [security deletion] a portion of these 
divisions, the point “being that there is a potential there whereby we 
could go ‘further than we are going now, assuming that the people of 
the area, themselves, wanted us to. 

The information relative to combat vessels and frontline aircraft is 
not so conclusive as in the case of the Army divisions because we would 
have to supply most of those, anyhow, but I wanted to point out that 
there is still in this area a potential military strength that we are not 
working with at the present time. 

Mr. Vorys. Now, I want to list for you potentials that you are not 
working with at the present time. As of February 28, there was 
$1,115,900,000 worth of MDAP material that you weren’t working 
with because it hadn’t been shipped. 

As of today, I think there is direct forces support money of $725 
million that the French haven't gotten yet, and I don’t know whether 
the deal is that they are to get it regardless of results, but it was sup- 
posed to pay for the success ‘of the Navarre plan. 

(Discussion off the record.) 

Mr. Vorys. Then there is fiscal year 1955 money for the area, $1,768 
million. That totals $3,489 million. 

Now, I didn’t mean to interrupt your presentation, but I just wanted 
to remind you that this afternoon and tomorrow morning, I am sure 
what the committee would want to know is how much you can do with 
what you have already got to make the support come true, and why it 
is that you need any more, and particularly what you want to do with 
the $825 million new money. 

Now, that’s a long question, but I want you to know it is what the 
committee will want to have answered this afternoon and tomorrow 
morning. 

Go right ahead. 

General Stewart. Mr. Chairman, we had one other thing, here, 
before we take up the $64 question that has just been posed, that we 
have been trying to get before this committee for some time, in relation 
to Japan. 
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Mr. DuVal has been prepared to present this. It is part of the bill, 
and since we are in this area, I thought a new witness might be some- 
what of a relief, here, and also it is something we must cover. 

Mrs. Cuurcnu. Mr. Chairman, I am not going to delay the presenta- 
tion. I want to thank General Stewart for what I thought was a 
magnificently prepared speech this morning. 

(Discussion off the record.) 

Mrs. Cuurcu. Thank you. 

General Stewart. I would like to introduce Mr. DuVal, Mr. Chair- 
man. 


STATEMENT OF CLIVE L. DU VAL II, ASSISTANT GENERAL COUNSEL 
FOR INTERNATIONAL MATTERS, DEPARTMENT OF DEFENSE 


Mr. DuVat. Mr. Chairman and members of the committee, I am 
Clive L. DuVal II, Assistant General Counsel of the Department of 
Defense for International Matters. I would like to discuss this morn- 
ing the special military program for Japan, which the committee is 
asked to approve this year under the mutual security bill. 

This special program, taken together with the regular mutual 
defense assistance program for Japan, comprises a single balanced 
military program for Japan. However, the special military program 
is different in funding origin and in other respects from the regular 
mutual defense assistance program, and for the purposes of this pre- 
sentation, we are dealing with them separately. 

General Stewart, of course, is prepared to discuss the regular mu- 
tual defense assistance program. 

(Discussion off the record.) 

Mr. DuVat. The special military program for Japan—the one I 
will discuss—has already been funded out of past Army and Navy 
appropriations, and most of the equipment is on hand. No new 
money is required or is requested. Under section 114 of the new bill, 
we are simply asking for authority to permit the President to transfer 
title to the equipment to the Government of Japan, until June 30, 
1955, upon terms and conditions to be determined by the President. 

(Discussion off the record.) 

Mr. DuVat. As some of you may recollect, this program was re- 
ferred to on several occasions by Mr. Nash, General Stewart, vi 
General Olmsted when they appeared before this committee last yea 

Before discussing the special program in more detail, I would like 
to outline the backer ound of events which gave rise to it: 

The story begins during the Japanese occupation. At that time, 
the local Japanese police were armed mainly with police clubs. In 
October 1948, General MacArthur recommended that [security dele- 
tion] pistols and related equipment be issued on a loan basis to the 
Japanese police to permit them to deal with possible riots or internal 
disorders. This was subsequently done. 

(Discussion off the record.) 

Mr. DvuVat. I call your attention to the two charts attached to the 
copies of the statement before you. 

(Discussion off the record.) 
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Mr. DuVaw. I would like to emphasize again that no new money is 
required to pay for the special program, since it has been funded in 
its entirety from past Army and Navy appropriations. 

(Discussion off the record.) 

Mr. DuVan. When this program was initiated as an emergency 
program in June 1950, after hostilities broke out in Korea in June 
1950, there was, of course, no sovereign government in Japan. Japan 
was simply an occupied country. We, therefore, could not make the 
kind of bilateral agreement with Japan which, under section 402 of 
the Mutual Defense Assistance Act of 1949, and section 511 (a) of 
the Mutual Security Act of 1951, as amended, is required as a pre- 
requisite to the furnishing of regular mutual defense assistance. 
Japan was without a sovereign government until April 28, 1952, when 
the Japanese Peace Treaty was ratified by the Japanese Diet, and 
Japan became a sovereign power. 

Subsequently, negotiations were begun with the Japanese looking 
toward the making of a mutual defense assistance bilateral agreement. 
A great deal of time was required to consummate this agreement, 
and it was not finally signed until March 8, 1954. It has just been 
ratified by the Japanese Diet, effective May 1, 1954. 

Because of the absence of the required bilateral agreement, this 
special program that IT have discussed was originally set up outside 
the framework of the mutual security legislation and programs, and 
military equipment was loaned to the Japanese in the way that I have 
described. 

(Discussion off the record.) 

Mr. DuVau. The only MDAP assistance actually furnished to 
Japan to date has been a small amount of training aid furnished to 
train the Japanese in the use of the equipment loaned to them. This 
training aid was provided before the bilateral agreement was signed 
under the provisions of section 513 (b) of the Mutual Security Act 
of 1951, as amended, which permits the President to furnish relatively 
small amounts of assistance to countries without regard to the require- 
ments of the mutual security legislation. After the peace treaty with 
Japan was ratified and it became clear that we would secure the neces- 
sary bilateral agreement from her, it was decided that all future 
military assistance, over and above the special military program, 
should be funded and furnished as part of the regular mutual defense 
assistance program. 

(Diseussion off the record.) 

Mr. DuVav. All of vou know the strategic importance of Janan to 
our defenses in the Far East. In our opinion, the equipping of 
Japanese forces through this special program and the mutual defense 
assistance program is a vital step toward our long-range obiective of 
making Japan a strong and independent nation in the family of free 
nations. who can assume her own defense responsibilities and stand 
as 9 bulwark against the forces of communism in the Far Fast. 

We strongly recommend that the Congress approve transfer to the 
Japanese of the equipment contained in this special program and in 
the regular MDA program for fiscal year 1955. 

In closing, I would like to say a word about the legislative history 
of section 114 of the new mutual security bill. under which we seek 
authority to transfer this equipment to the Japanese. A bill con- 
taining similar provisions was sent by the Department of Defense 
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to the chairman of the Senate Committee on Armed Services and to 
the Speaker of the House of Representatives at the last session. This 
was, of course, many months before the Japanese signed and ratified 
the mutual defense assistance bilateral agreement. 

This bill came to a hearing before the Senate Armed Services Com 
mittee this past February. However, following the hearing, it was 
agreed by Senator Saltonstall, chairman of the committee, and repre 
sentatives of the Department of Defense that the matter should be 
handled within the framework of the mutual security legislation, 
since it was then believed likely that the Japanese woul . sign the MDA 
bilateral agreement in the near future. The Senate committee, there- 
fore, tabled the bill and does not plan to take any further action on it. 

far as the House is concerned, no action has been taken on the 
original bill, and none is anticipated. 

I will be very glad to answer any questions, Mr. Chairman. 

Mrs. Bouron. Mr. Chairman, may I ask a question ? 

Mr. Vorys. Mrs. Bolton 

Mrs. Botton. What is the result of our complete turnabout in the 
matter of arming Japan? What has it done to us among the nations 
of the Far East? 

Mr. DuVau. I believe Mr. Drumright can possibly answer that bet- 
ter than I can, but my own feeling is that so far as the Japanese them- 
selves are concerned, I think they appreciate that no first-line nation 
can afford to be without forces. I think the Japanese have accepted 
the concept of security forces which are in effect defense forces |se- 
curity deletion]. I believe they are convinced of the necessity of these 
defense forces. 

I will yield to Mr. Drumright. 

Mr. Drumricur. You are asking, Mrs. Bolton, about the reaction 
of other countries. 

Mrs. BoLron. Yes. 

Mr. Drumricur. I have a little paper here. 

Despite the existence of latent suspicions of Japan, the development 
by Japan of its defense capacity is generally recognized by other 
friendly nations in the Far East as a necessary deterrent to Communist 
aggression against Japan. 

(Discussion off the record. ) 

Mrs. Botton. Now what are we doing, Mr. Drumright? I haven’t 
heard of any Japanese women being over here recently. They were 
brought over at one time and were taught to vote and so forth. They 
went back exceedingly enthusiastic and they were in constant touch, 
but now that seems to have all died down. What happened ¢ Can’t 
we keep anything going? 

Mr. Drumricur. The fight is going on all the time in both ways 
over there. 

Incidentally, Mr. Allison will be back here around this time next 
week to be here when Prime Minister Yoshida is he re. 

Mrs. Bouron. In the matter of my first question, we spoke of 
Thailand but what about the other countries and their attitudes, their 
opinion of us as a people to make up a program, stake out a goal and 
follow it? 

Mr. Droumrient. India to my knowledge has not voiced any par- 
ticular objection to the building up of Japanese defenses to some 
extent. 
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(Discussion off the record.) 

Mr. Vorys. I suggest we finish Japan this evening and take up 
France in the morning. 

Mr. Hays. I wonder if we will have an opportunity to see Mr. 
Allison. 

Mr. Drumricur. I think he would be very happy to come before 
you. 

Mrs. Bouron. I think we must have him. 

Mr. Hays. I think so. 

Mr. Drumricut. Also Ambassador Spruance who happens to be 
here from the Philippines for 3 or 4 days. 

Mr. Vorys. We had presented to this committee last year, a pro- 
gram for Japan. We spoke of it with great interest in our report 
and one of our brethren tried to strike it out and we defended it and 
now we find we didn’t spend a dime of it and they got the equip- 
ment you have described. 

Apparently the executive idea as to this committee is, what we 
don’t know won’t hurt us. 

We say we have to do with military aid to other countries, but of 
course we didn’t in the case of Korea 

There was a lend-lease scheme went on, here, and is going on right 
now, with Indochina, but that was shuffling back and forth stuff that 
is In our a, at least. 

Now, it is announced to us that [security deletion] this Japanese 
program didn’ t go under the excess provision in our law. 

I am not criticizing, at all. I just want to suggest that we do it all 
this way. Let’s just simply take out of present military supplies 
enough to take care of the foreign aid business and then we won’t 
have to have any separate appropriations for foreign aid. 

(Discussion off the record.) 

Mr. Vorys. I am wondering why this program has been handled 
in this special way and whether you would expect us to approve sec- 
tion 114, which would authorize the President to give away every- 
thig that might pass through Japan. 

In the other phases of our program where we are let in on them, 
we are given an idea of the amount of the stuff; years ago, we were 
awfully fussy about this business of excess equipment. We have 
elaborate definitions in here. We didn’t want any of the armed serv- 
ices attempt to label stuff excess and give it away. 

We wanted to keep track of it in some way or another. 

(Discussion off the record.) 

Mr. Vorys. The values that you talk about have nothing to do with 
the values we set up in this legislation. 

Is that correct ? 

Mr. DuVat. That’s right, sir. Since this doesn’t involve any new 
funds, it is an entirely separate proposition. It doesn’t tie into the 
Japanese programs that you need new money for. 

Mr. Vorys. I beg your pardon, but it is not separate. From the 
beginning of this we have attempted to close all the loopholes so that 
there wasn’t any way to transfer new or old stuff to friendly countries 
without its running through this room in some way or another. Here 
we find there is [security deletion], an amount of excess stuff trans- 
ferred we knew nothing about. 














967 


I think I approve of the use made of the stuff, but we never knew 
anything about it. [Security deletion. | 

Mr. DuVau. Excuse me, Mr. Vorys. Those were for separate items. 

(Discussion off the record.) 

Mr. DuVau. There is no overlap there. 

In the course of that presentation, Mr. Nash, General Stewart, and 
General Olmsted all referred to the fact that we had loaned the 
Japanese a substantial amount of equipment. The reason being, of 
course, we couldn’t funnel it through the regular channels of MDA, 
because we had no bilaterals with Japan either then or when this 
program was initiated. 

(Discussion off the record.) 

Mrs. Botron. Now, what on earth does that mean, a loan basis to 
Korea, when it is all shot up in the air, and it is finished ? 

Mr. Vorys. You see, Mrs. Bolton, they fight the wars outside of the 
stuff we furnish. 

Mr. DuVat. The genesis of the program was, of course, an emer- 
gency, where General MacArthur felt he needed somebody to put in 
when he took the Americans out and asked for permission to set up 
national police forces. He had to arm them with something, and 
there were the United States stocks in existence, and upon authori- 
zation from the President it was decided to go ahead and loan them, 
on the theory that that didn’t amount to a transfer. 

(Discussion off the record.) 

Mrs. Borron. Is it at all similar to what we did in the very begin- 
ning, after Dunkirk, shipping all the small arms we had to England? 

Mr. DuVau. My experience doesn’t go back to the lend-lease 
program. 

Mrs. Boron. No, of course not. 

Mr. Vorys. Are there other questions? 

If not, the committee will stand adjourned until 10 o’clock when 
we will polish up everything beyond the 180th meridian, by noon 
tomorrow. 

Mrs. Boiron. And I would like very much, Mr. Drumright, to 
ask some questions on the background of our dealings with the French 
relative to Indochina. 

(Whereupon, at 5:15 p. m., the committee adjourned, to reconvene 


at 10 a. m., May 27, 1954.) 











THE MUTUAL SECURITY ACT OF 1954 


THURSDAY, MAY 27, 1954 


House or RepresENTATIVES, 
CoMMITTEE ON Foreign AFFAIRs, 
Washington, dD. GC. 

The committee met in executive session at 10:20 a. m., in room 
G-3, United States Capitol, Hon. Robert B. Chiperfield (chairman) 
presiding. 

Chairman CHrprerrieLp. The committee will come to order. 

General Stewart. 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, UNITED STATES 
ARMY, DIRECTOR, OFFICE OF MILITARY ASSISTANCE, DEPART- 
MENT OF DEFENSE 


General Srewarr. Mr. Chairman, I have here a page from the Con- 
gressional Record, a statement made by Senator Knowland. My 
oflice has taken this statement and pictured it in the form of a map. 
It fits into the things that Admiral Radford was speaking of yester- 
day, and some of the things I attempted to present to the committee. 

I thought it would be appropriate to enter this in the record, par- 
ticularly since it is unclassified. With the committee’s permission, 
I would like to read the statement, and we will pass out the maps to 
each member. 

Chairman CxHtrerrieLp. Without objection, it is so ordered. 

(The map referred to is as follows:) 
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General Stewart. I read now from an extract from the Congres- 
sional Record : 


Mr. KNOwLAND. Mr. President, I ask unanimous consent to have printed 
in the body of the Record, as a part of my remarks, some information which 
came to me, purporting to be an outline of Mao Tse-tung’s memorandum on the 
new program for world revolution, carried to Moscow by Chou En-lai in March 
of 1953 I believe the information substantially states the Communist policy 
on world revolution. In any event, I think the Senate may find this matter 
of interest. 

There being no objection, the outline was ordered to be printed in the Record, 
as follows: 


“AN OUTLINE OF MAo TsE-T'uNG’s MEMORANDUM ON NeW PROGRAM FoR WortLp 
REVOLUTION 


“(Carried to Moscow by Chou En-Lai in March 1953) 
“1, ASIA TO BE THE IMMEDIATE GOAL 


“Due to the profound leadership of Comrade Stalin, amazing achievements 
have been made in the great task of world revolution. The success that has 
been attained both in Europe and in Asia after World War II is entirely 
attributable to Comrade Stalin’s able and correct guidance and direction. May 
his wisdom still guide us. 

“It appears that time has come that we have to look upon Asia as our im- 
mediate goal. Under the present circumstances, any vigorous action in Europe 
such as internal revolution, effective infiltration, or intimidation into inaction 
or submission is now impossible [Communist terminology is different, this repre- 
sents what it really means] more forcible measures may bring about a war. 
In Asia, on the contrary, such tactics will yield an abundant harvest. 


“2. WORLD WAR TO BE TEMPORARILY AVOIDED 


“There is no assurance of victory because the higher rate of industrial pro- 
duction and larger stockpile of atomic weapons on the part of the capitalist 
countries, incompletion of antiatomic defenses of the industrial areas and oil 
installations in the Soviet Union, and immaturity of China’s agricultural and 
industrial developments. Consequently, we have to, until we are certain of 
victory, take a course which will not lead to war. 


“3. DIPLOMATIC OFFENSIVE 


“The United States must be isolated by all possible means. 

“Britain must be placated by being convinced that there is possibility of 
settling the major issues between the East and the West and that the Com- 
munists and the capitalist countries can live in peace. Opportunities for trade 
will have a great influence on the British mind. 

“In the case of lkrance, her war weariness and fear of Germany must be 
thoroughly exploited. She must be made to feel a sense of greater security 
in cooperating with us than with the western countries. 

“Japan must be convinced that rearmament endangers instead of guarantee- 
ing her national security and that, in case of war, the American forces dis- 
tributed all over the world cannot spare sufficient strength for the defense 
of Japan. Rearmament is, therefore, an expression of hostility toward her 
potential friends. Her desire to trade will offer great possibilities for steering 
Japan away from the United States. 


“4. MILITARY PREPAREDNESS 


“As a final goal, there should be in east and southeast Asia (after these areas 
are liberated) 25 million well trained men who can be immediately mobilized. 
These men are to be held in readiness for emergency. They will achieve two 
purposes. On the one hand, they will force the capitalist countries to keep 





on increasing defense expenses until economic collapse overtakes them. On the 
other hand, a mere show of force, when time is ripe, will bring about the cap- 
itulation of the ruling cliques of the countries to be liberated. 
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5. THE KOREAN WAR 


“The important reason that we cannot win decisive victory in Korea is our 
lack of naval strength. Without naval support, we have to confine our Opera- 
tions to frontal attacks along a line limited by sea. Such actions always entail 
great losses and are seldom capable of destroying the enemy. In March 1951 
I suggested to Comrade Stalin to make use of the Soviet submarines in Asia 
under some arrangement that the Soviet Union would not be apparently involved 
in the war. Comrade Stalin preferred to be cautious, lest it might give the 
capitalist imperialism the pretext of expanding the war to the continent. I 
agreed with his point of view. 

“Until we are better equipped for victory, it is to our advantage to accept 
agreeable terms for an armistice. 


“6. FORMOSA 


“Formosa must be incorporated into the People’s Republic of China because 
of the Government’s commitment to the people. If seizure by force is to be 
avoided for the time being, the entry of the Chinese People’s Government into 
the United Nations may help solve this problem. If there should be serious 
obstacles to the immediate transfer of Formosa to the control of the People’s 
Government, a United Nations trusteeship over Formosa as an intermediary step 
could be taken into consideration. 


“7. INDOCHINA 


“We shall give the maximum assistance to our comrades and friends in Indo 
china. The experiences we have had in Korea should enrich their knowledge 
in fighting for liberation. The case of Indochina cannot be compared with that 
of China. In Indochina, as in Korea, there is serious intervention of the capital- 
ist bloc, while in China there was nothing so direct and vigorous. The experiences 
in Korea tell us that so long as there is foreign intervention and so lone as we 
have no naval support, military operations alone cannot achieve the objective 
of liberation. 

“The military operations in Indochina should be carried out to such an extent 
as to make the war extremely unpopular among the French people and to make 
the French and Americans extremely hateful among the Indochinese people. 
The object is to force the French to back out of Indochina, preferably through 
the face-saving means of an armistice. Once foreign intervention is out of the 
picture, vigorous propaganda, infiltration, forming united fronts with the pro 
gressive elements in and outside the reactionary regimes will accelerate the 
process of liberation. A final stroke of force will accomplish the task. Two 
years may be needed for this work. 


8. BURMA, THAILAND, INDONESIA, AND MALAY PENINSULA 


“After the liberation of Indochina, Burma will fall in line as good foundation 
has already been laid there. The then reactionary ruling clique in Thailand 
will capitulate and the country will be in the hands of the people. The libera 
tion of Indonesia, which will fall to Communist camp as a ripe fruit, will complete 
the circle around the Malay Peninsula. 

“The British will realize, under these circumstances, the hopelessness of putting 
up a fight and will withdraw as quickly as they can. We expect that the whole 
process will be completed in or before 1960. 


“9. JAPAN AND INDIA 


“By 1960, China’s military, economic, and industrial power will be so developed 
that with a mere show of force by the Soviet Union and China, the ruling clique 
of Japan will capitulate and a peaceful revolution will take place. We must 
be on guard against the possibility that the United States will choose to have war 
at this moment. She may even want the war earlier. The defensive and offen 
sive preparations of the Soviet Union and China must, therefore, be completed 
before 1960. Whether we can prevent the United States from starting the war 
depends upon how much success we have in isolating her and how effective is 
our peace cffensive. If the war can be averted, the success of our plan of peace 
ful penetration for the other parts of Asia is almost assured. 

“In the case of India, only peaceful means should be adopted. Any employ 
ment of force will alienate ourselves from the Arabic countries and Africa, 
because India is considered to be our friend. 
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“10. ARABIC COUNTRIES AND AFRICA 


“After India has been won over, the problems of the Philippines and the 
Arabic countries can be easily solved by economic cooperation, alliances, united 
fronts, and coalitions. This task may be completed in 1965. Then a wave of 
revolution will sweep over the whole continent of Africa and the imperialists 
and the colonizationists will be quickly driven into the sea. In fact, this power 
ful movement may have been under way much earlier 

“With Asia and Africa disconnected with the capitalist countries in Europe, 
there will be a total economic collapse in Western Europe. There, capitulation 
Will be a matter of course 


rHE UNITED STATES 


“Crushing economic collapse and industrial breakdown will follow the Euro 


pean crisis. Canada and South America will find themselves in the same 
hopeless and defenseless condition. Twenty years from now, world revolution 

ill be an accomplished fact If the United States should ever start a war, 
she would do so before the liberation of Japan, the Philippines, and India. The 


courses of action in that event are outlined in the memorandum on military aid.” 


That is the end of the statement that Senator Knowland had placed 
in the Record, and for the purpose of this presentation, we have made 
a map of the statements made here. with the time phases, and passed 
them out. 

| appreciate the opportunity to get that in the record, Mr. Chairman. 

Mr. Proury. Mr. Chairman, could I ask one question at this point ? 

Chairman CurrerrieLp. Yes. 

Mr. Proury. Why was this speech made ¢ 

Gieneral Srrwarr. It was presented in the record by Senator Know]- 
and. It isdated April 29, 1954. 

Mr. Proury. Where was the speech made / 

General Srewarr. This is purported to be an outline of Mao 
Tse-tune’s memorandum on new program for world revolution, car 
ried to Moscow by Chou En-lai in Mareh 1953. 

Mr. Provury. We got that through intelligence services ? 

Mr. Vorys. Do you have any idea or does Mr. Drumright or any- 
one else have any idea, of the authenticity of it, other than Senator 
Knowland’s introductory statement ¢ 

General Stewart. I do not, sir. 


Mr. Vorys. Mr. Drumright ? 


STATEMENT OF EVERETT DRUMRIGHT, DEPUTY ASSISTANT SEC- 
RETARY FOR FAR EASTERN AFFAIRS, DEPARTMENT OF STATE 


Mr. Drumricur. Senator Knowland sent a copy of that to the Sec- 
retary of State about 2 months ago. We looked it over. Some of 
us felt that it has some of the earmarks of authenticity. It sounds 
logical; it sounds in line with Communist outlines of objectives, but 
we have no absolute confirmation of its authenticity. I don’t know 
where Senator Knowland obtained it. 

Mr. Jupp. We had it last year. It is like the Tanaka Memorial. 
Nobody would believe the Tanaka Memorial outlining the Japanese 
plan of conquest until the Japanese followed it out, point by point by 
point. Everybody would say, “It isa forgery. It can’t happen. It is 
Chinese propaganda to get us into war.” 

As a matter of fact, the only problem about this is how do you get 
people to believe it? If you go back and study the report on China 
that humble vours truly made to this committee on November 14, 1947, 
pretty near all the points were in that. Almost 7 years ago. 
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Mr. Vorys. Did you consider that this Mao Tse-tung statement is 
authentic ? 

Mr. Jupp. Yes, I do. This is what the Communists talked about 
doing as long as 24 years ago, to my personal knowledge. The dates 
are later now than then. They expected to be able to do this in 1960 
instead of 1973. But the latter is too pessimistic because once they 
vet a thing going, it moves faster, rather than slower, and they don’t 
have to wait until 1973 to break the revolution in the Western Hemi 
sphere, and so forth. It will be nearer 1963. They are too pessimistic 
from their own point of view. 

Mr. Proury. Does this purport to be a speech or a private col 
versation ? 

Mr. Jupp. Neither. He went to Moscow for negotiations, as they 
do. 2 or 3 times a vear. He olves them his ideas and gets their ideas. 

You can compare this memorandum with Stalin’s little booklet, the 
one the Kremlin got out in September 1952, just before the World 
Congress which was in October 1952. He outlined essentially the same 
thing without the dates and details, but it is a basic program. I 
talked about it on the floor of Congress about March 10. Stalin said 
the most important event in World War I was the falling away of 
the Soviet Union from the single world market. and the most im 
portant event in World War II, and since, was the falling away of 
the people’s democracies in Eastern Europe and of China, from the 
single world market. 

Now, Stalin said, the remaining world market is not adequate for 
the capitalist powers. It is inevitable that there will be capital st 
wars. In effect. he said, “Comrades, we have this thing won. We 
don’t need to start into an all-out war. The economic factors are 
such that the capitalists will quarrel among themselves; we have 
the ground for subversion laid in Asia and the shrunken worid market 
will force the industrial capitalistic powers to fight among themselves, 
and the disintegration—what he called “the deepening crisis of the 
world capitalist system” is inevitable. 

It is a public document, and I wish I had it here. Stalin said 
America has imposed her will upon France and Britain under the 
guise of the Marshall plan in order to keep our own economy going, 
but it is certain that eventually France and England will rise up to 
free themselves from America’s dominance, and so we will lose that 
control. 

He said that people argue there is a greater gap between the capi 
talist world and the Communist world than there is between the vari 
ous nations of the capitalist world. He said “No, that isn’t so.” The 
capitalist world united—France, America and England—against 
Germany, another capitalist country, not against Communist Russia 
And even when Germany went to war with France, they turned 
around and—America and Britain—helped the socialist country, the 
Soviet Union, against their fellow capitalist country, Germany. He 
gives all these illustrations of the capitalists fighting among them 
selves, and even, at times, helping the socialists and Communists, as 
proving the desire for profits is so inherent in the capitalist system. 

People say that Malenkoy, and others, have deviated from Stalin’s 
policies and, therefore, there is more hope since Stalin died. Tf they 
will go read Stalin’s last will and testament, evervthing Malenkov 
has done follows out to the letter the line he laid down. 


45700 54 52 








974 


This memorandum is like Stalin’s. It is like Mien Kampf, but no- 
body would believe that, either. The problem is getting people to 
believe it. “Tt just can’t happen here.” 

General Srewarr. That is why I thought it was appropriate to enter 
this into the record of this committee. 

Mr. Jupp. Could I ask one more question of Mr. Drumright? - You 
said there were some parts of it that seemed to be authentic. 

Is there anything in it that so far as you know conflicts with or is 
contrary to the general world program of the Communist Party, inso- 
far as we are familiar with it? 

Mr. Drumricnt. I believe, Dr. Judd, a reply which the Secretary 
sent to Senator Knowland said we thought it had all the earmarks of 
an authentic document and pointed to a program which we believed 
the Communists were trying to carry out. 

Mr. Jupp. Would it be possible to have a copy of that reply put in 
the record ? 

Mr. Drumricur. I will look into that. 

Mr. Jupp. It was a public reply, wasn’t it? 

Mr. Drumricnr. It was a private reply. 

Mr. Jupp. If it could be made public in connection with that, I think 
it would be valuable. 

Mr. Drumricutr. We will look into it. 

(The document referred to is as follows :) 


DEPARTMENT OF STATE, 
Washington, D. C., March 18, 1954. 
Hon. Wii11aAmM F. KNOWLAND, 
United States Senate. 

Dear Brit: Thank you for your letter of March 9 and for the memorandum 
which it enclosed purporting to have originated with Mao Tze-tung and to set 
forth a new program for world revolution. 

The strategy set forth in the memorandum may be one which the Chinese 
Communists intend to follow. The memorandum presents an accurate exposi- 
tion of what the Communists may want to see take place and which they may 
do their best to bring about. I am glad to have it. It would be interesting 
to know the source of the memorandum. 

Sincerely yours, 
JoHN Foster DULLES. 


General Stewart. Mr, Chairman, General Chase is here today, and 
with the chairman’s permission, I suggest General Chase answer any 
questions anyone wants to put to him. And then we have the chief 
programers of each service, Army, Navy, and Air Force, present 
this morning, and with the committee’s permission, I would like, at 
the appropriate time, for them to take the seat I have occupied so long 
and answer questions relating to their individual programs along the 
line indicated by Mr. Vorys, yesterday—along the line of questions 
he indicated he would ask, yesterday. 

General Chase is present. 

Mr. Vorys. Could I say this: The biggest single item and the one 
that is set out in the draft legislation as a separate item, exclusively 
for Indochina, is the $825 million for direct forces support. No other 
item is as large as that. 

Is someone going to tell us about that 800 million? That, I would 
imagine, would not be a matter upon which Army, Navy, and Air 
Force experts would individually speak to. I don’t know whether 
they know about it or not. Who is going to talk about that? 
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General Srewarr. Mr. Vorys, as you know, that is, at the present 
time, in this book we have presented to you, listed under the items 
to be presented by the Director of Foreign Operations Administration. 
They have representatives present. We are prepared to point out the 
possible uses of it, if it is made completely flexible, and we will use 
part of it for military aid as opposed to the use for which it was 
originally set up. We are not prepared to defend it in a budget- 
support form. 

Mr. Burteson. Mr. Chairman, as I understand it, the leadership on 
both sides, and the leadership of this committee, have decided that we 
are going to wrap this thing up all in one purse by reason of all the 
contingenc ies involved. 

As far as the individual programs are concerned, there seems little 
need for great detail. I don’t think I am going for any such idea, 
regardless of the leadership, but is that not the idea which we are now 
pursuing ? 

Mr. Vorys. I don’t think so at all. 

Mr. Burieson. That was the way I understood you yesterday. I 
thought that is what everybody decided, except we who are out in 
deep center field. 

Mr. Vorys. No; as I understand it—and I want to be corrected if 
I am wrong—the only decision that was made was that instead of 
mar king time indefinitely on this legislation, to wait to see what would 
happen 1 in Indochina, Geneva, and points north, east, south, and west, 
the committee was expected to go ahead and bring up the best bill 
they could for proceeding at this time. It was contemplated that that 
would involve flexibility, however, concerning the amounts and the 
way in which the legislation would be shaped were left to the committee 
to investigate and determine. Now, am I right or wrong about that? 

Mr. Carnanan. I think that is correct. I think if any decision at 
all were made, the decision was to present this thing to the committee 
for the committee’s reaction. 

Some of us have pledged our support to the idea. That is to me the 
only decision. I think the decision is going to be made by this com- 
mittee so far as we are concerned. Whether this thing is accepted or 
isn’t accepted. 

Mr. Vorys. That is what I think. Am I correct, Mr. Judd? 

Mr. Jupp. That is right, but Mr. Burleson is practical. If the lead- 
ership on both sides have agreed to a general pattern, this committee 
will go along with that pattern, the majority of us—that is what you 
are saying, isn’t it? 

Mr. Burieson. Well, yes, I am assuming that. Then the next ques- 
tion follows. We only look at the total amounts in the Middle East 
and the Far East. Not country by country, item by item, as in the 
case of Europe. We ony they are given a sum of money in the Far 
East or in the Middle East, and that leaves only the countries in 
Europe which we can 2 apart and look at. But in the Far East 
and the Middle East our only determination is a total figure for each. 
Is that right? 

Mr. Vorys. Will the gentleman yield ? 

Mr. Burueson. Yes. 

Mr. Vorys. There isn’t any given sum yet. What we are sitting 
around this table now trying to determine is whether any sum is going 
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to be given and if so, how much. That is our responsibility as a 
committee. 

Mr. Jupp. I think we have to go ahead and do the best we can in 
terms of what the situation is. But at the same time, we not only 
have to recognize, but, perhaps, put in the legislation language that 
can provide for very possible drastic developments that would require 
equally drastic shifts in the program. We ought to do the best we can 
in terms of what the situation is, as we see it. 

Mr. Burueson. I would rather be for something than against some- 
thing, and I don’t know what to suggest in its stead in the present 
status of things. But it seems to me we are doing something that we 
have been criticized for over the years. We have yielded the power 
of Congress and its purse strings to the executive departments in 
domestic affairs, and now we are going to do so in foreign affairs, or 
at least in this program, and this is the biggest part of our foreign 
affairs, I suppose. 

This may be a matter of philosophy, but isn’t that what we are 
doing? Maybe we have to operate in this fashion, but I don’t like 
it. It is just a case of having to do something, and you don’t know 
anything else to do. 

Mr. Vorys. The gentleman last year proposed that we sort of 
mark time and the House didn’t agree with him. 

Does the gentleman propose that the committee or the House mark 
time,now? We want to consider every possibility. 

Mr. Bururson. I dont propose we mark time, now, but if we 
had last year, we might have saved a lot of money. We might have. 
I don’t know, of course. I don’t make a positive statement. 

No, as I say, I would rather be for something than against some 
thing, and I don’t mean to commit myself definitely one way or the 
other. It is an inquiry to try to understand the procedures on which 
some agreement has been made. 

Mr. Vorys. One of the possibilities right now is to just strike out 
of any authorization we make $1.1 billion on the basis that. we are not 
only going to mark time, we are going to do nothing, with respect to 
Indochina, or any place else around there. Would the gentleman 
recommend that ¢ 

Mr. Burteson. I don’t quite understand you. 

Mr. Vorys. We could speed up our work and make this bill a lot 
smaller by simply striking out the $1.1 billion in the proposal for 
Indochina, or for any purpose connected with Indochina, and pass 
the bill. Would the gentleman feel that that would be a wise thing 
to do? 

Mr. Burieson. I would not yet agree to that. 

Mr. Drumrienr. I am afraid that would have very serious reper- 
cussions 

Mr. Vorys. I want to hear a justification for $1.1 billion, or for 
any amount for that area, but T suspect if we attempted such a saving, 
by striking it all out now it would be the most expensive and di) 
astrous piece of economy this country ever practiced. 

Mr. Burteson. You take the most extreme example, of course. 

Mr. Vorys. That is the one we are right after, now. 

Mr. Burieson. That is uppermost in our minds, but take one a 
little more further removed. India, for instance, and some other 
places not quite as sensitive as Indochina. 
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Mr. Vorys. We are going to have a chance to discuss and vote on 
every one of those, but what we are trying to do now is to find out 
whether we need anything in this bill at all for Indochina or any of 
the pean out there. 

Mr. Burieson. The point I am making—if you will just bear this 
in mind—if we proceed on a package proposition, then, the Executive, 
or the FOA, can give it all to India, or it can all go to Formosa, or it 
can all go to Indochina. The Congress simply provides a lump sum 
to be spent some place, some time, some way. 

Then if you say the limit for India is so much, or that there will 
be none for India, you have to put that in writing and you don't 
want todothat. That isthe point I am making. 

Mr. Vorys. That is the point we take up next week, when we start 
to read the text of the bill. The committee has the power to write in 
there all, part, or nothing for any place on earth, but that isn’t the im 
mediate thing before us. 

Mr. Burveson. But as I understand it, that is what you have agreed 
to. 

Mr. Vorys. No, I haven’t. I am sure Mr. Carnahan didn’t, and I 
am sure Dr. Judd didn’t, or Mr. Chiperfield, or Mr. Lanham, or any 
of those who were in these bipartisan conferences. 

Mr. Carnanan. Off the record. 

(Discussion off the record.) 

Mr. Vorys. Now, let’s find out how much we are supposed to trust 
anybody with. 

Did you have a statement, Mr. Drumright ? 

Mr. Drumricut. We are supporting this effort in Indochina. The 
Congress approved $785 million this last year for direct support of 
troops in Indochina, and that money is now being used to prosecute 
the war, there. It is being paid out through the French. 

I feel if the Congress had not appropriated that money and had we 
not indicated support of the French last year, the war would probably 
be over there, now, with the Communists in complete control. As it 
is, the war is still going on. It is true, we have the Geneva Con- 
ference, and it is true that we are having some negotiations with the 
French in Paris. It is true, also, that the Secretary of State is trying 
to develop some kind of a collective security system in southeast Asia. 
It is true that we have a very fluid situation and a very dangerous 
situation down there, and because of that, we feel that for the coming 
year, the best procedure would be to ask for some flexibility in regard 
to the direct support funds, the $800 million. 

(Discussion off the record. ) 

Mr. Drumrieut. The French situation [security deletion] is one 
that we cannot define, anticipate, or foresee. That 1s what makes it so 
difficult for us. Therefore. we think that we should go ahead and ask 
you to authorize this amount of money in this very serious, very 
critical situation, and also ask that you give us some flexibility in re 
gard to that $800 million so that if the situation in Indochina does get 
out of hand, or the French pull out, capitulate, we can still use those 
funds in other areas. It might be Taiwan, or it might be Japan, or it 
might be the Philippines, or it might be Thailand or Burma. Ia 
other words, we have to be prepared to take other measures, in the light 
of the possible collapse in Indochina. 
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Mr. Jupp. You implied this yesterday. You are hoping that it can 
be used in Indochina. 

Mr. Drumricut. That is right. 

Mr. Jupp. But in the event that it is impossible to use it there, you 
want authority to use it on the next line, so to speak ? 

Mr. Drumricnt. That is right. 

Mr. Provry. Mr. Chairman, could I ask a question along that same 
line? Would this same degree of flexibility be suggested with refer- 
ence to economic assistance ¢ 

Mr. Drumricut. No, sir. I believe the administration position is 
that we ask for flexibility in this support authorization for Indochina, 
only. With regard to the end-use military items, I believe we have 
flexibility written in the past law. This would apply only to the $800 
million. 

Mr. Vorys. Well, it is $825 million, if we put in mutual defense 
support, technical cooperation, and so forth. 

I assume that events could transpire that would interfere with our 
technical cooperation, or our mutual defense support, but I also as- 
sume that if the $825 million shrunk to $800 million, you could prob- 
ably be able to stagger along. 

Mr. Carnanan. Mr. Chairman, I would like to ask this question off 
the record. 

(Discussion off the record.) 

Mr. Drumricnt. Our policy is to reach a settlement in Indochina 
that is satisfactory to us and to the Associated States and to the French, 
and not to get into some agreement which results in a defeat or ¢ capitu- 
lation and dire consequences to us and the rest of the free world. 

In short, we still have hopes, as Admiral Radford expressed here 
yesterday, that the area can be saved and not necessarily lost to the 
Communists. 

(Discussion off the record.) 

Mr. Javits. Mr. Chairman, may I have just 1 minute? 

Chairman Currerrrevp, Surely. 

Mr. Javits. This is the heart of the bill. It is the heart of what is 
worrying the country, and perhaps it is our fault that we haven’t 
alerted our colleagues. 

Mr. Chairman, I would most respectfully suggest that instead of 
reading the bill on Tuesday, the Chair issue an urgent summons re- 
quiring every member of the committee to be here and that we do, on 
T uesday, what we are trying to do this morning, because this is really 
an emergency matter. 

I would like also to ask Mr. Drumright a question, if I may. 

Chairman Cuirerrrecp. May I say this to Mr. Javits: Ever y effort 
has been made to get the membership of the committee to attend this 
meeting. 

Mr. Crawford called every member this morning. 

Mr. Crawrorp. I called every member’s office this morning. Seven 
members are out of town, but the telephone check indicates we can 
expect 17 or 18 members here. 

Mr. Javirs. I find no fault with any member, Mr. Chairman. I 
am absent myself on occasion. 

Chairman Currrrriecp. Mr. Javits, I don’t want to go ahead or 
force a decision on this committee. It is something that we can dis- 
cuss, and I want the committee to have full information. I set Tues- 
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day after talking it over with some of the other members. We must 
get started marking up this bill and try to get it out as soon as possible. 

If the committee feels they haven't had sufficient information on 
this bill, we can at any time during the mark-up interrupt the pro- 
ceedings and get the required information. 

Mr. Javirs. Thank you, Mr. Chairman. 

May I ask some questions, Mr. Chairman? 

Chairman Curperrrep. Yes. 

Mr. Javirs. Have you defined the area? Have you named it yet 
Stockpile C, or something like that? 

Mr. Vorys. I named it stockpile C, but it is D, because we find 
Japan has a stockpile C. 

Mr. Drumrient. I think the area would be southeast Asia and the 
western Pacific. 

Mr. Javirs. Would you be willing to have that area named, specif- 
ically, rather than just leaving it so general ? 

Mr. Drumricur. Yes, sir. 

Mr. Javirs. So we could be clear that it is applicable for this 
situation. 


STATEMENT OF FREDERICK E. NOLTING, JR., SPECIAL ASSISTANT 
TO THE SECRETARY OF STATE FOR MUTUAL SECURITY AFFAIRS, 
DEPARTMENT OF STATE 


Mr. Nourine. There has been a draft prepared of language for the 
bill which specifies that the $800 million could be used in the area 
of southeast Asia and the western Pacific. 

Mr. Javits. Will the witness state for the record what it is, in the 
definition of the administration, the area to be affected ? 

Mr. Vorys. Would the gentleman vield just before the witness an- 
swers that question ¢ 

Mr. Javirs. I yield. 

Mr. Vorys. In 1940, in this room, we had the first legislative pro- 
nouncement of the Monroe Doctrine. 

France had fallen, and we were asked for the first time to have 
Congress set forth in appropriate diplomatic language that we would 
not acquiesce in any seizure by a foreign government of territory in 
this hemisphere. 

Then the question was whether it was to be the Western Hemi- 
sphere. We got the State Department people up here to define the 
Western Hemisphere, and we found that there were literally 57 defi- 
nitions of the Western Hemisphere. Then we found that nobody ex- 
cept our enemies would want to know the exact limits of the area we 
had in mind, so this committee in its wisdom used the words that James 
Monroe did. We just said “this hemisphere,” and it passed the 
House in that form. 

Senator Key Pittman was chairman of the Senate Foreign Rela- 
tions Committee. He said he would be damned if he would have 
the House write any changes in resolutions that came over from his 
committee, so that resolution hung fire until Senator Key Pittman 
died, between the House and the Senate on the difference between the 
word “western” and “this” as applied to our hemisphere. 
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When Senator George temporarily became chairman of the For- 
elon Relations Committee of the Senate, he said, “Let’s take ‘this’ 
instead of ‘western,’” so that historic document says “this.” 

Remembering that, I wonder whether this is an instance where 
we want to outline in testimony, or otherwise, for the benefit of our 
prospective enemies for them to chart on their maps, just where 
we will or won’t put arms at this time. 

Excuse me for taking so long, but it is a thing that we are going 
to have to decide once more. 

Mr. Javirs. I withdraw the question, Mr. Chairman. 

Mr. Vorys. I took along time to say that. 

Mr. Javrrs. You are absolutely right. 

Mr. Chairman, I nade whether the witness would, however, read 
to us the prospective draft. You can do that off the record if you 
wish, Mr. Drumright. 

Mr. Nourinc. I have the draft here, Mr. Chairman, and I would 
like to read it. 


Proposed ALTERNATIVES TO REPLACE SECTION 201 
oF Drarr MSP Bitt (INpocHINA) 

There is hereby authorized to be appropriated to the President for the fiscal 
year 1955, to be made available on such terms and conditions, including transfer 
of funds, as he may specify, not to exceed S800 million for expenses necessary 
for the support of the forces of the Associated States of Cambodia, Laos, and 
Vietnam and the forces of France located in such Associated States and for other 
expenditures to accor iplish in southeast Asia and the western Pacific the policies 
and purposes declared in this act. In addition, the unexpended balances of 
funds allocated from appropriations made pursuant to sections 304 and 540 of 
the Mutual Security Act of 1951, as amended, for the purpose of support of the 
orces of the Associated States of Cambodia, Laos, and Vietnam and the forces 
of France located in the Associated States, are hereby authorized to be contin- 
ued available for the purpose of this section through June 30, 1955, and to be 
consolidated with the appropriation authorized by this section 

Mr. Vorys. Now, Mr. Chairman, could we have these officers or 
somebody tell us why they may need $800 million or $1,100 million ¢ 

Mr. Moyer. Mr. Murphy is FOA controller and has information 
as to the status of expenditures of the $785 million and will be glad 


to make a statement. 


STATEMENT OF JOHN E. MURPHY, CONTROLLER, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Murruy. The committee will recall the book shows appropri- 
ated funds expected to be utilized of $725 million and the expectation 
of the executive branch is that as much as $60 million of 90 percent 
I’rench counterpart may be available to make up the full $785 million. 

This amount was arrived at as the appropriate amount to support 
the French military effort which has been estimated at the equivalent 
of $1.457 billion for calendar year 1954. 

(Discussion off the record.) 

Mr. Murriy. In addition to that there is estimated an end-item 
program financed from military assistance funds of $530 million for 
the fiscal year 1954. 

(Discussion off the record.) 

Mr. Murruy. If you will refer to the table [security deletion], you 
will see in the extreme right-hand column the dollar equivalents of 
the amounts expected to be used for various categories which total the 
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$1.457 billion, again those totals being at the upper right-hand side of 
the page. 

(Discussion off the record.) 

Mr. Morpny. In addition there are some charges for Air, Navy, 
and some rotation costs for each of the forces, the rotation being 
charged to the French forces, of course, bringing the total to $900 
million for the French forces and $557 million for the Associated 
States. 

Now the way this program is operating we cannot, of course, supply 
actual, specific information as to what the dollars will have been used 
for until we have actually paid them out. 

The reason for it is that we are oper ating on a reimbursable basis. 
in other words, we never give the French any money from these funds 
until they have actually paid out the money themselves and have 
presented themselves with the documentation that is required to evi 
dence these expenditures, and until we have a chance to review 
that ae and be sure that the items they have paid for 
are eligible within the terms of the agreement which we entered 
into with the French on last September 29 and in the memorandum 
of understanding of March 1, 1954. 

At the present time, the latest information we have on the expendi- 
tures that have actually been made from these accounts is information 
as of May 20, 1954, at which time the expenditures had totaled only 
$80 million, which means that $645 million of the appropriated dollar 
expenditures that we anticipate, were at that point unexpended. 

Now the reasons for that amount being fairly small at this point 
are two: For one, the French Government did not complete action on 
the appropriations for its own defense department, which included 
provision for its military effort in Indochina, until about the end of 
February 1954. 

(Discussion off the record.) 

Mr. Murruy. That, of course, has lead to the obvious delay in the 
making of contracts and entering into by the French of obligations 
which will result in expenditures, and I think it is safe to say that that 
60 days will just roll along through the year. 

I doubt that they will really be able to catch up with it much before 
the end of the calendar year. 

The second factor which has contributed somewhat to the delay is 
our own—that is the United Sates’ insistence upon being able to know 
exactly what the money is being spent for. 

We conducted long negotiations with the French Government start 
ing after the agreements were signed last September and culminating 
in December with the issuance by the French Government of a pro- 
cedure which was spread through its entire fiscal organization for the 
documentation of these expenditures. 

And basically I think it would be fair to summarize the arrange- 
ment by saying that the procedure requires the French fiscal person 
nel to abstract from the actual vouchers which are processed in its 
accounts specific information which the United States Government 
would require to document and classify all the expenditures which 
the French have made and the United States reimbursed. 

This means that every time a French certifying officer sigus a 
voucher and sends it to the Treasury Department for payment, he 
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must abstract from this document the information required to present 
the documentation to us in a claim for reimbursement. 

Now, as you may imagine, the introduction of a procedure like that 
in a program of this nature will force delays, and our experience has 
been that a part of the delay has been in training the people in just 
how to CO about this. 

This delay has been particularly acute in the case of the expendi- 
tures made in Indochina where the personnel handling the trans- 
actions are somewhat less trained than they are in metropolitan 
France. 

I think it would be a good idea to illustrate part of the difficulty. 

The French, who incidentally have put very capable personnel in 
Indochina, now, to speed up the situation, have advised us that of 
the first 626 claims received by them, | security deletion] only 10 were 
in shape to be handed over to the United States and constitute a basis 
for reimbursement; 616 of them were improperly prepared. They 
lacked data necessary to enable us to determine exactly what was paid 
and had to be returned for correction. 

Now that has built into the exercise a delay which it is hard to 
estimate, but certainly it is probably considerable, but it will be 
eliminated, I think, as the personnel become acquainted with the 
operations and as we move through the calendar year. 

Our estimate of expenditures for the United States fiscal y 
1954, which is coutained in this book, and which was made inde- 
pendently of any estimate by the French for the same period of time, 
by coincidence happened to come within $5 million of the French 
estimate. 

If you will reeall the estimate in the book for this fiscal year is 
$275 million. It is now apparent that that estimate is high. ‘The 
French obviously were also high. Both of us were optimistic about 
how fast this procedure could be put into effect than appears to be 
justified at the present time. 

There is one point I would like to make here, too. Even though 
the French are on a calendar-year basis, their law allows them a 
60-day period after the calendar year ends, a period which they call 
the “period complementaire” in which they are allowed to clean up 
expenditures arising out of contracts which were placed in the calen- 
dar year covered by the budget and which, for one reason or another, 
have not been paid by December 31 of that year. 

They have this period to accept deliveries and make payments for 
items covered by that calendar year budget. 

It therefore follows that if everything goes as we expected when 
the agreements were entered into with the French, that they will still 
be making some payments as late as perhaps February 28, 1955, in 
connection with this year’s budget, and it also follows, given the 
delay implicit in the procedure requiring them to bill us for reim- 
bursement after payment, that they may be submitting reimburse- 
ment claims to us, perhaps even as late as June 1955 before we would 
actually catch up and reimburse them for all of their expenditures. 

The estimate for 1955 fiscal year, the $800 million estimate, which 
is before the committee for consideration, was arrived at on the basis 
of the assumptions which are spelled out at the top of page 594. Up 
at the upper righthand side of the page, there are four assumptions 
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spelled out which the executive branch used in arriving at the figure 
of $800 million. 

Now, this book which was put together in the last days of March 
and submitted to the committee on the 5th of April, of course does 
not represent the situation as it is today. 

You will note, however, that assumption C — ates that we believe 
that the estimates for the continued conduct of the war were sub 
stantially accurate. I could add to that by saying there is no basis 
for assuming any reduced costs in calendar year 1955. 

Assumption B, of course, indicates that there is little or no likeli- 
hood that the French or the Associated States could possibly finance 
this effort themselves, and that they would need assistance, and we 
have included a table on the same page. 

(Discussion off the record.) 

Mr. Mureny. I think that is all I can say at this point. I would 
be glad to answer any question on the material there in the book or 
with respect to the items generally. 

Mr. Javrrs. I would like to ask a question, Mr. Chairman. 

I find the following sentence at page 399, under the heading: 


APPLICATION OF AID 


Expenditures on the Associated States forces other than those financed by 
the Associated States themselves are made through a special account of the 
French treasury and are subject to regulations governing such accounts. 

Do we take that to mean that the whole military operation of the 
Associated States is run by the French, and that we have financial 
relations with them, they determine the size, character, and financing 
of the war for Associated States, and we do not have direct relation 
to it ¢ 

Mr. Murrvuy. That is correct, Mr. Javits, with the exception in the 
parenthesis. 

In other words, with respect to the items actually financed by the 
Associated States themselves, that would not apply; but with re spect 
to the French effort, whether it be connected with the French Expe- 
ditionary Corps itself, or whether it be in connection with support 
of the Associated States forces, all of the transactions are carried 
on under French law and through French bookkeeping practices. 

Mr. Javirs. So that in the direct forces support, we are dealing with 
the administering power, is that right? 

Mr. Murruy. I am not capable of answering that question. 

It is basically a political question, Mr. Javits. I defer to Mr. 
Drumright on that. 1, myself, wouldn’t come to that conclusion. 

Mr. Drumricnr. It is a military problem. The French have the 
supreme command in Indochina. You have to have centralized com- 
mand, and they were in control through their chief general. 

Mr. Javirs. Now what do we do about technical assist: ince? Do 
we do the same? Do we give the money to the French ? 

Mr. Murrny. No, sir, we do not. 

The technical assistance program is carried out in relations directly 
with the Associated States. 

Mr. Javirs. Now what about the mutual defense support program ¢ 

Mr. Murreny. The same thing is true. 

Mr. Javirs. So the military ‘administration of money differs from 
the others, is that correct? 
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Mr. Drumriecnr. That is right. 

Mr. Murriry. That is, of course, I think, Mr. Javits, because of the 
fact that the money — spent is the French money. 

Mr. Javirs. Well, it is United States money being spent by the 
French. 

Mr. Murrpny. In the first instance the French spend theirs, and 
then we reimburse them, that is right. 

Mr. Drumricur. There may be some changes depending on how 
the situation develops out there as to our future military relationships 
with _ Associated States. 

Mr. Javrrs. I should think there should be some changes in that 
area. 1 think Dr. Judd pointed that out yesterday. 

Mr. CarnaHan. On page 394, there is a statement in the last para- 
graph on the righthand side: 

Laos has already negotiated a treaty which entered into force on October 22, 
1953, affirming its complete independence and voluntary adherence to the French 
Union. 

Are we still dealing with Laos through the French since on Octo- 
ber 22, 1953, they became completely independent ? 

Mr. Drumricnr. Ina military way, yes. 

Chairman Currerrtetp. Have they become independent ? 

Mr. Drumricur. They have this treaty of independence and they, 
of the three states, seem to be relatively satisfied with their relation- 
ship to the French. 

Mr. Carnanan. Are we giving our aid then directly to Laos and 
not tothe French ? 

Mr. Drumricnur. Military aid is through the French according to 
agreements with them. Economic aid would be direct. 

Mr. Murrny. The military assistance, however, is conducted under 
a pentalateral agreement which involves the United States, France, 
and the three Associated States as signatories. 

Mr. Carnanan. We just haven’t gotten around to implementing 
the treaty as yet. 

Mr. Hays. This may cover ground you have already covered, but 
what is the treaty status with reference to Cambodia and Vietnam? 
Can you bring us down to date on that ? 

Mr. Drumricnr. Yes, sir. 

The French and Vietnamese have reached agreements on independ- 
ence and on association with the French Union at Paris. 

Mr. Hays. That is very recent, isn’t it ? 

Mr. Drumrieut. Yes, sir. 

Those agreements have not yet been signed because the French 
assert that we want to arrange the subsidiary conventions, the judi- 
cial, financial, and so forth that accompany those two basic documents. 

They are negotiating on those subsidiary conventions in Paris now, 
and our last reports were that progress was being made. They ex- 
pect, within the next few weeks, to reach a settlement there on these 
subsidiary conventions. 

I might say—off the record. 

(Discussion off the record. ) 

Mr. Drumricut. Regarding Cambodia, the Government of Cam- 
bodia has decided to await the conclusion of the Vietnamese agree- 
ments before sending its negotiators to negotiate with the French. 

Mr. Hays. Everything hangs on the Vietnamese. 
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Mr. Drumricar. I had the text of the Laotian agreement placed 
in your record here sometime back. 

Mr. Murrny. I wanted to add one thing to my remarks, Mr. Chair- 
man, to avoid leaving the committee with the impression that the 
United States reimbursement operation is just a rubberstamp operation 
in toto. 

In the process of arriving at the agreement with the French, we 
insisted on associating our assistance with particular chapters of the 
French military budget, and we presented the French Government a 
list of items which would be ineligible for reimbursement by the 
United States, even though contained in those budget chapters. 

For example, under no circumstances will we reimburse them for 
any pay or allowances for French forces, as such, but there is a list 
of such items that we screen in the process of reimbursing and 
elimmate. 

Mr. Jupp. “French forces, as such.” 

Mr. Murreny. The French expeditionary forces as distinguished 
from native forces. 

( Discussion off the record.) 

Mr. Jupp. I take it that we are providing the pay and the cloth- 
ing and the food of the French forces to that amount. 

Mr. ee Not for any French nationals. 

Mr. Jupp. That is colomals and the Foreign Legion, you are pay- 
ing for, but not the French nationals? 

Mr. Murreny. Weare paying only for Indochinese nationals. 

Mr. Vorys. Mr. Chairman, I would like Mr. Nolting to refresh my 
recollection. He was the one who notified me of the $385 million. 

As I understood—and I want to be corrected—the agreement was 
that we were to get 76,000 additional Vietnamese forces in being 
for $385 million. 

Now, am I right or wrong about that ? 

Mr. Norrine. That was the understanding with the French in the 
agreement last September 

Mr. Vorys. That is what we were to get, 76,000 new Vietnamese 
forces in being under the Navarre plan, and we had to pay 100 per- 
cent of the cost of that, and that was to take all the money. 

Now the $400 million was to pay, I think, 80 percent of the Viet 
namese forces that were in being before that. 

Am I correct on that ¢ 

Mr. Noting. That is approximately correct ; yes, sir. 

Mr. Vorys. So, as I understand it, the French Foreign Legion, the 
French expedition: ry force, was not supposed to get any of this di- 
rect—of this $785 million. 

It is true that if we paid 80 percent of 1 set of Vietnamese forces 
and 100 percent of the new 76,000, that would relieve the French 
budget to that extent. It may not make much difference where it 
comes in the column, but my understanding was, as I have said and 
as Mr. Nolting has affirmed. 

Has that understanding been carried out, Mr. Murphy ? 

Mr. Murrny. Yes, sir: I believe it has. 

Mr. Vorys. Did we get the 76,000 additional Vietnamese forces 
in being? 

Mr. Murrny. They are being raised, I don’t know that we 
can say all 76,000 are on deck. 
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Mr. Notrrne. Mr. Vorys, the last check that I am aware of that 
I made on this was that the raising, calling to the colors, and equip- 
ping of the native Associated St: ates’ inser was ahead of the French 
schedule that was presented to us last summer. 

( Discussion off the record. ) 

Mr. Nottine. This whole plan and our contribution to it, as you will 
recall, was to commence on the first of this calendar year. 

Mr. Vorys. That is when they were to start calling the 76,000 to 
the colors, the first of 1954. 

Mr. Noutinc. That is when the commitment to produce 76,000 
additional troops was going to begin to take effect. 

It was to carry through the whole year so that at the end of that 
year they will have 76,000 additional troops. 

Mr. Vorys. Now, Mr. Chairman, I understood at that time, that 
we had made an agreement with the French about the $400 million that 
the Congress knew about and authorized and appropriated and that 
we were making a firm agreement with the French about the $385 
million. 

Those are the agreements Mr. Murphy has been discussing; is that 
correct ¢ 

Mr. Mourrny. That is right. 

Mr. Vorys. Now have we any similar agreement with reference to 
the $800 million proposed for the fiscal year 1955? 

Mr. Murrny. No, sir. We would not go into an agreement like 
that in the absence of congressional authorization and appropriation. 

Mr. Vorys. Well, do we have any general understanding with the 
Irench that there will be produced and put into uniform and trained 
a certain number of troops with reference to the $800 million such as 
we have with the $785 million. 

Mr. Murrny. No, sir. 

Mr. Nourine. I might add to that that we have, I believe, no com- 
mitments with the French in regard to any further financing of this 
operation. 

That is one of the reasons why, in order to help the French in there, 
we think it is so important that some authorization be made. 

Mr. Vorys. I have one other question, Mr. Chairman. 

I thought that the $785 million was necessary because the French 
didn’t have the money and the three Associated States didn’t have 
the money to keep the war going. And here we find that they have 
fought all through 1953 and into 1954, and they have done it with 
only $80 million from the United States, although during that period 
the estimated military goals have been exceeded. 

Isn’t that correct? Didn’t you say that yesterday ? 

General Stewart. Yes, sir. 

Mr. Vorys. Was it $150 million? 

General Stewart. $123 } million that we have on order, and we have 
in process, now, approximately $50 million, over and above the pro- 
gram we started a year ago. 

Mr. Vorys. Now what I wonder is, who financed this operation in 
the meantime that I thought couldn’t be financed ? 

Mr. Murruy. Well, I might comment on that, Mr. Vorys. 

You are talking about $1,457 billion in effect. The United States 
is putting up as a reimbursement an estimated $785 million. It fol- 
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lows naturally that the French are going to have to finance $700 mil- 
lion, approximately, along with the Associated States. 

I don’t think it is fair to assume that because expenditures from 
the United States Government account as of this May 20 date were 
only $80 million that is all the French have spent or the Associated 
States have spent from their calendar year 1954 budget. That hap 
pens to be the amount they have spent and have been able to get 
through the documentation process and claim reimbursement on. 

It would also seem to follow that if they have 8700 million of their 
own in French francs appropriated—that is a little less than half the 
effort—it would seem they could roll for several months with their 
own financing before ever getting a dollar from the United States 
at least percentagewise they should be able to run a corresponding 
percentage of the calendar year without outside aid, but as soon as 
they reach the bottom of their appropriation, and there was no more 
money forthcoming, they would, of course, have to stop. 

Have I made myself clear on this? 

Mr. Vorys. The French didn’t need the financing to tide them over 
from day to day. 1 would imagine the troops who have been fighting 
have been fed, have uniforms on, and have gotten their pay. 

Isthat a fair assumption ¢ 

Mr. Murrpny. Yes, I believe so. 

Mr. Vorys. And those who have been training, the same thing 
applies. 

Does all of this mean that the French account of $700 million has 
to be reimbursed, although at present the reimbursement is only $80 
million, but that reimbursement will eventually have to restore that 
account, or they would have no funds? 

Mr. Mureny. They would grind toa halt, yes, sir. 

Chairman Cuirrrrrmevp. Mr. Prouty, did you have a question ? 

Mr. Provry. I think my question has already been answered, Mr. 
Chairman, thank you. 

Mr. Javirs. Mr. Chairman, I have one question. 

Chairman Criprerrietp. Mr. Javits 

Mr. Javits. What is the status of referring this whole matter to the 
United Nations General Assembly ? 

Mr. Drumrient. May I speak off the record ? 

(Discussion off the record. ) 

Mr. Javirs. Mr. Drumright, I am distressed, and my guess is that 
other people are too. 

We get Admiral Radford who says this place is burning. Then we 
get the French saying they are thinking a a few conventions. 
Then we get the Thais thinking about step 1, 3, or 4, which will 
ultimately lead to the General Assembly and “next week” they will 
do something, and “they are drawing up papers.” 

Wouldn’t it make you feel that we are not galloping in this race, 
which is very swift. 

Mr. Drumricut. There are a good many complications, sir, not the 
least of which involve our allies. 

(Discussion off the record. ) 

Mr. Drumrienr. All of these things are very difficult and progress 
is slow, certainly. There are many complications and difficulties. 

Mr. Javrrs. Don’t you think there were many complications when 
the former President threw our forces into Korea ? 
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Mr. Dreumnicur. I believe that was a little easier, sir. 

We had the United Nations—actually the Republic of Korea was 
set up by the United Nations. We had an Observation Commission in 
Korea, and fortunately that Military Observation Commission had 
just completed a tour of the 38th parallel border a few days before 
the North Koreans launched their attack. 

It was much easier to bring that particular case into the United 
Nations than it is to deal with it down in Indochina. 

Mr. Javirs. Well, Mr. Drumright, I cannot help but express the 
views of one Member of Congress representing one community, that 
I would hope to get the sense of urgency about the handling of this 
matter considering what is occurring in Indochina, and history will 
not pay off because we waited for the Thais to draw a paper. 

Mr. Drumricnr. Mr. Javits, I thank you for your observations and 
views and I appreciate them. 

While actual implementation of steps may appear to be slow, I do 
want to assure you that we do have a great sense of urgency over in 
my department, and I think we have in the other departments. 

I know in various ways we have taken emergency measures, such 
as in assisting the French, and thus the Assoc iated States, in sending 
their troops to Indochina, sending airplanes, or sending our Air Force 
technicians and that sort of thing. 

I can assure you that Secretary of State Dulles is laboring around 
the clock. Unfortunately, progress is slow, as you say, but there are 
very many difficulties and complications that have to be surmounted. 

Again I want to say that not the least of those come from our own 
allies. We do have to try to keep in step. We know the chief ob- 
jectives. 

Mr. Jupp. Mr. Chairman, may I make this comment. 

It is water over the dam in a sense, but it indicates why so many 
people in our general population, whom we hear from every day, 
don’t regard this as serious. 

I got it this morning from a delegation from my own State. 

When the Vietnamese started to drive across and cut Laos in two at 
the narrow neck and reached the Mekong River, bordering Thailand, 
that was an act of aggression by Viet-Nam against Laos, and it was 
an act of aggression, and a breach of the peace. I made a public 
statement in January calling for this to be taken to the United Nations 
then. 

That was a time when we could say it was no longer internal civil 
war. That was the time to get it out. The fire hadn’t yet blazed up 
where everybody could see it. 

Our own State Department—the Secretary of State was asked about 
it at a press conference and he pooh-poohed it. He said there was 
nothing serious about it at all. 

I don’t know whether he was prompted by your department or the 
Pentagon or the National Security Council—he couldn’t know all the 
answers. But when some dumb clucks like ourselves have tried to 
stir people up on this whole situation, we have always been told, 
“Take iteasy. There is nothing serious.” And it is darn hard now to 
make it look as serious as it is—it is the old wolf, wolf story. If you 
call wolf now, they don’t believe it out through the country. 

Isn’t that the reaction among your people, Mr. Javits ? 

Mr. Javirs. That is what makes me speak as I do. 
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Chairman Cutrerrietp. Mrs. Bolton 

Mrs. Bouron. I am a little troubled over the whole background of 
the situation. 

Cambodia and Laos are known as independent states, are they not? 

Mr. Drumricur. As I said before you came in, Mrs. Bolton, Laos 
negotiated a treaty of independence with France. 

Mrs. Bouron. The 1945 treaty, do you mean? 

Mr. Drumricur. No. 

Mrs. Bouron. Just now? 

Mr. Drumricur. October of last year. That has been read into 
the record here. 

Cambodia has not yet negotiated a treaty of independence, and, 
as I said before you came in, the Cambodians are waiting for the 
conclusion of the French Viet-Nam relationship, which is now under 
negotiation. 

Mrs. Boiron. Didn’t Bao-Dai agree somewhat back in 1945 when 
he was Emperor and issued an Imperial proclamation to declare the 
protectorate treaty with France abolished ¢ 

Mr. Drumricur. Yes, something like that. In 1948, however, Bao 
Dai agreed to return as chief of state of Viet-Nam within the French 
Union and that formal relationship was established in March 1949. 

Mrs. Bouron. Then they went to him and got him to take it on, 
the French did? 

Mr. Drumricur. That did not establish the full independence of 
Viet Nam. 

The French, on July 3, 1953, I believe, issued this formal statement 
that they would move to perfect the independence of the three Asso- 
ciated States, and that is what they have been doing now in these 
negotiations. They have done it with Laos, and the y are now in the 
process of doing it with Viet-Nam. 

(Discussion off the record.) 

Mr. Jupp. Mr. Chairman, there are several questions I want to ask 
General Chase, but if the chairman will permit, I would like to ask 
Mr. Murphy for an explanation of a story that appeared in the Herald 
Tribune a couple of days ago saying they had found another billion 
dollars that had been lost and now found in these accounts, beyond 
the carryover figures which we have. 

I spoke to him yesterday and he said it just isn’t so. There was 
such a billion a year ago and we discussed that, as we all know, down 
on the floor, but I think for our own information we ought to know 
about that story. 

Mr. Javirs. Did you see the other story this morning? 

Mr. Jupp. No. 

Mr. Javirs. The Herald Tribune this morning said it happened last 
year and not this year. 

I think you are right ; other members might not have read this one, 
either. 

Chairman Currerrretp. We have General Chase and three other 
generals here. General Chase is ready to answer questions. The 
other three generals are ready to tell us where the money goes. 

General Stewart. Mr. Chairman, we are prepared, in accordance 
with the indicated wishes of the committee as of yesterday, to present 
the status of each program by service. 
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I would like to introduce General O’Hara, who is the head of the 
organization in the Air Force that handles the military assistance 
program. I would like for him to explain his program, the status of 
delivery, why he needs the money that has not yet been spent and 
what he would do with the money we are requesting if he got it. 

Mr. Burieson. Before General O'Hara starts, let me run my an- 
tenna up here to the fullest and get this business straight about this 
package deal, again: It only applies, as I understand it now, to the 
$800 million earmarked for Indochina, which is military, and military 
support. It has nothing to do with the other areas except that it 
might be used in those areas. It doesn’t have anything to do with any 
economic aid or anything of that sort. 

Is that correct ¢ 

Mr. Jupp. That is my understanding. 

Mr. Vorys. Well, we are going to be talking about $1.7 million, 
and about $500 million already in the program for the area in military, 
of which three-hundred-odd million is programed for Indochina. 
We are talking about the southeast Asia area. We are going to talk 
about more than the $800 million, 

One of the things I think we are going to hear about is whether 
any of these programs might have to be beefed up, so the military 
programs might run into the $800 million. Is that correct ? 

General Srewarr. That’s correct, sir. 

The mutual defense assistance a funds, with the single ex- 
ception of Formosa, for fiscal year 1954, have always been appropri- 
sted by geographical area. In presenting our request, we have given 
our best judgment as to how we would use those funds in each country, 
but they were actually appropriated and authorized for the area. We 
are asking for no change in that situation. 

There is this $800 million that was placed in this request by the 
Director, Foreign Operations Administration, for direct forces sup- 
port, as explained by Mr. Murphy. 

In view of the possibility that that cannot be used as originally 
planned, and as restricted to Indochina, we are requesting flexibility 
in the use in this area of that 8800 million. It is my conception that 
a great deal of it would be used for mutual defense assistance pro- 
grams, if they had to be beefed up to that amount. 

Mr. Burreson. In other areas? 

General Stewarr. In the Far East area, only. The same geo- 
graphical area as the military assistance fund. 

Mr. Burirson. But, the package deal only applies to this $800 
million as it was identified to be used in Indochina. 

General Srewarr. That’s correct. 

Mr. Jupp. What it amounts to is, it puts this $800 million, which 
has been restricted to a specific country, under a general area appro- 
priation, as the others have always been for a general area, the Far 
East. Is that correct ? 

General Srewarrt. That’s correct. 

Mr. Burreson. You shake your head. Do you agree? 

Mr. Carnanan. No, I think there is a carryover that is going to be 
used in the package bill, too, if I understand it correctly. There is a 

carryover that will also become a part of the package bill to be used 
anywhere in the area, and as the Administration may direct. 

Mr. Murrny. May I comment on that? 


ee 
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Mr. Vorys. General Stewart says he has three witnesses who are 
going to say what they want to do with the money they have got that 
they haven’t spent and why they need any more. 

Now, if we can get the answers to those questions, then we'll decide 
about the package. 

Mr. Jupp. I want to hear from Mr. Murphy. 

Mr. Murpuy. You may recall when Mr. Nolting read the draft 
language a little while ago there was a provision in there about the 
continued availability of the unexpended balances through 1955 and 
merger with this new $800 million account. 

As a practical matter, the $725 million at the moment is obligated 
and if it remains obligated for the purpose for which it was obligated, 
and we continue on with present plans, it would be available normally 
for 2 years after June 30, for expenditure purposes in accordance 
with regular appropriation laws. If for some reason plans should 
change and as a result a portion of the $725 million should become 
deobligated for any reason after June 30, then under the provision 
that Mr. Nolting read, if it were adopted by the Congress, it would 
be merged with and be available for the same purposes as the $800 
million is requested for in fiscal year 1955, 

Mr. Vorys. Isn’t this true, that as to the $725 million, we are in a 
situation somewhat like that we run into with the UN: We made a 
deal in calendar year 1953 to reimburse another country for their 
expenditures in calendar 1954, and, therefore, of course, it is not 
going to be expended in fiscal year 1954, because for sure it is going 
to run into our fiscal year 1955. But, if the French carry out their 
part of the bargain, then we certainly are obligated. It isn’t merely 
a technical matter of obligation, but to me it is a moral obligation 
to carry out our part of it. We would be delighted if they carried 
out their part of it so we could spend this money for this purpose. 

I’m putting that last part in on my own, but I didn’t understand 
this until this morning, why it was that this is, of course, going to be 
unexpended, most of it in fiscal year 1954 but is, of course, going to be 
extra specially obligated. 


STATEMENT OF BRIG. GEN. JOHN J. O'HARA, ASSISTANT FOR 
MUTUAL SECURITY, OFFICE OF THE DEPUTY CHIEF OF STAFF, 
MATERIEL, DEPARTMENT OF THE AIR FORCE 


General O'Hara. I thought it might be well to start on page 157 in 
the Force Goals and Progress Book, which is the area statement of 
programs and deliveries for 1950-54, breaking out the 1954 program, 
and the proposed 1955 program. 

I will try to keep my comments on this page in a form where they 
can remain unclassified. I am prepared, however, to go to individual 
countries and discuss individual items, but that will have to be in the 
classified testimony, sir. 

Starting with the aircraft program, you will see there are 180 day 
fighters, jet. in the 1954 program, and none have been delivered. 
Those are coming from United States Air Force inventory, and due to 
slippage in production of the aircraft to replace these aircraft in the 
United States Air Force, it will be September of this year before the 
Air Force can release them to go into depots for overhaul and delivery 
to the recipients. 
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I can indicate, if you like, where they are going, but that would 
have to be classified. 

Mr. Vorys. We went over that yesterday. 

General O'Hara. Now, the next item, you see, is 95 fighter-bombers, 
conventional, in the 1954 program, none of which have been delivered. 

In actual fact, 59 of these aircraft have now been delivered and the 
balance will be Yelivaned in the period June—September, of this fiscal 
year. 

The next item is 126 fighter-bombers, jet, which were in the 1953 
program, still undelivered. Those are part of F-84G aircraft that 
were loaned to the United States Air Force to meet an Air Force 
requirement in Korea, and the United States Training Command, and 
their return has been delayed by slippage in the production of F-84F 
aircraft that were supposed to replace them in USAF inventory. 

Mr. Jupp. Can we go back to that item above? Five hundred and 
seventy-six conventional fighter-bombers have been shipped. Now, 
where did most of those go¢ That is quite a number. 

General O'Hara. Most of them went to Thailand and Indochina, 
sir, and some of them, of course, to Formosa. Old World War II 
types. 

Mr. Jupp. B-26’s, mostly ? 

General O'Hara. No, fighter-bombers are F-8F’s and other World 
War II types. 

The delivery of the 126 jet fighter-bombers began, 6 in March, and 
then we start delivering 10 a month starting in July of this year, until 
they are completed. They are now in depots for rehabilitation, and 
return. 

The next item you see is reconnaissance, conventional, all of which 
have been delivered, at thistime. In other words, this tabulation was 
made as of December 31. 

The next item is reconnaissance jets, 20, in the 1954 program, none 
of which have been delivered. 

Two have been delivered as of this time, seven are to be delivered 
in January—March, of next year, seven in April-June, next year, and 
four, in July-September, of next year. It is a production problem. 
We are in the 1954 program. We had implementation authority in 
the 1954 program, in January of this year, and they are coming off 
in new production. 

In actual fact, the lead time of a little over a year is remarkably 
good. 

The next item, bombers, conventional, 18 to be delivered, 12 of which 
were on the 1954 program, all of those have been delivered as of this 
time. 

Mr. Jupp. Those are the B-26? 

General O'Hara. That’s right. 

The next item is 16 jet trainers. ‘Thirteen have been delivered and 
the last three will be delivered this month. 

The last item on the aircraft, is 45 other aircraft. This is made up 
of various types, going to various places, most of them being heli- 
copters, from new ‘production, and they will be delivered by June of 
1955. We are in the process of making some deliveries, now, and we 
have already made some. 

That is a rapid rundown of the aircraft delivery situation. As you 
can see, by the end of this calendar year, we will in essence have 








993 


delivered practically all of the aircraft that have been contained in 
previous programs and if we don’t secure any additional funds, air- 
craft deliveries will stop. 

When you pass over to the proposed 1955, on the same page, you 
will see the first item is 90-day fighters, jet. They are additional 
F-86F’s to come from USAF inventory. 

(Discussion off the record.) 

Mr. Vorys. Why don’t you put in where the stuff is for and strike 
it out later? We would like to know, as we go along, but we want 
to keep your record straight. 

General O'Hara. Forty-six fighter bombers, conventional, in the 
1955 program, are for attrition aircraft. [Security deletion. | 

The 48 conventional bombers—— 

Mr. Vorys. On [security deletion] have you overrun your force 
goals in the Air Force? Have you overrun your force goals for 
[security deletion | ? 

General O'Hara. Do you mean have they been expanded from the 
force goal as contained in the book ? 

Mr. Vorys. Yes. Fiscal year 1954 was, Air Force, 33-1. 

General O'Hara. Do you mean dollarwise ? 

Mr. Vorys. Yes. 

General O'Hara. Yes, sir. 

Mr. Vor Ys. That is a part of this 12 

General Srewart. The 123 already that we have delivered and the 
50 million more that we are in the process of handling, now, over and 
above the program we started this fiscal vear with [security deletion}. 
That is for the three services. The Air Force is the biggest portion. 

General O'Hara. Our actual dollar figure, including what is in 
process, is $102 million. 

Mr. Vorys. For fiscal year 1954? 

Mr. Jupp. Above? 

General O'Hara. Above that that we are talking about here. 

Mr. Vorys. Go ahead. 

Mr. Jupp. You will have to pick that up out of the new appropria 
tion, won’t you ? 

General O'Hara. No, sir. 

Mr. Jupp. Where will you get it? 

General Srewarr. We were directed to meet these demands and 
adjust accounts by use of the Presidential power to transfer from other 
programs, which means that some other program ultimately is reduced 
by exactly the amount we increased this one. 

Mr. Jupp. Then this means that when last fall you decided to 
transfer $385 million from other sources, there is in addition $172 
million to be found from somewhere ? 

General Stewart. The military program, of course, lost that $385 
million, or whatever portion we actually put up from our funds. We 
must, in addition, make adjustments to make this amount available. 

Mr. Jupp. That is what I mean. You have taken out $385 million, 
and you must find $173 million more. 

General Stewart. That is correct. 

Mr. Morrny. There is a slight correction there, sir. The amount 
taken out already in connection with this other program is — 
million. There was $100 million in this account last year that wa 
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specifically included in the military assistance figure. You may re- 
‘all we gave testimony about that. 

Chairman CurrerrieLp. Go ahead, General. 

General O'Hara. The next item in the 1955 program is 48 conven- 
tional bombers. [| Security deletion.| They are B-26’s. 

The next item is 18 transports. [Security deletion. | 

There are also 10 jet trainers, [Security deletion. | 

Mr. Proury. General, do you know where these 32 bombers you 
just referred to [security de letion]. 

General O'Hara. In the first place, there is no assurance that the 
money would be spent for 32 bombers. I mean, the problem would 
then be to meet the force basis in some other area. I would say if 
we stuck to 32 B-26’s, they would probably go to either [security 
deletion]. I would also s say there is no assurance that the money 
would be spent for the bombers, themselves. They are actually coming 
from Air Force inventory and there would be no loss of funds by 
diverting the funds to some other purpose. 

(Discussion off the record.) 

General O’Hara. Contacts presently have been on a commercial 
basis between United States concerns and [security deletion] com- 
mercial concerns, and my understanding is that there are actually 
concerns that were in existence during World War II. 

(Discussion off the record.) 

General Srewarr. It is $123 million, plus $50 million in process 
sir. It changes every day, and always also goes up. 

Mr. Vorys. Well, it is $173 million, anyhow, now. 

General Stewart. Yes, sir. 

Mr. Vorys. And that is coming out of some place else, by transfer. 
That is something that will come out of some place else unless we use 
part of the $800 million for that. 

General Srewarr. Then we would not have to transfer until we had 
used up $800 million. It would straighten this whole situation out 
for the time being, as far as finances are concerned. 

(Discussion off the record.) 

Mrs. Cuurcn. I have a letter from a constituent that I would like 
to introduce into the record. It is quite critical of the program and 
it seems to me this would be a wise place to insert it. 

Chairman Currerrizip. Without objection, it is so ordered. 

(The letter referred to is as follows:) 

H. C. Speer & Sons Co., 
Chicago 8, Tl., May 17, 1 954 
Hon. MARGUERITE StiItT CHURCH, 
House of Representatives, 
Washinoton, D. € 

Dear Mrs. CourcH: Recently, I noted in a newspaper a statement by Secre- 
tary Wilson, to the effect that we cannot police the world, to which I fully sub- 
scribe. I have never been certain whether Mr. Dulles was activated by a real 
desire to cure all the ills of the world, or, by the desire of eastern interventionists 
to protect their friendly nations, such as France, England, etec., because of busi- 
ness reasons or because of the desire to be God, which so many people easily ac- 
quire after a little taste of power and praise. From his past record, and what I 
have heard and read concerning Secretary Wilson, I have a feeling that he is 
sound in his views and sincere. However, there seems to be so many ideas ad- 
vanced hy administration leaders seeking to indoctrinate us simple-minded 


peasants that it is difficult to know what any of them really believes. Kiplinger’s 
Washington Letter of May 15 makes it clear what Dulles is striving to do. 
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The past record of our internationalist leaders in ramming into the problems 
of other nations has not helped the world or our country, but has, in my opinion, 
been one of the causes of the unsettled world conditions. Certainly, this Nation 
should do all it can to cooperate with others in making a more perfect world 
and eliminating the evils, where possible. It is not possible, however, for a few 
in the State Department to determine which of two sides is right in the conflict, 
because so many factional and racial problems, developed over hundreds of 
years, are interwoven in the international riddle. For this reason, even if it 
were possible for us to police the world, we probably would make mistakes and 
be on the wrong side in many cases. Certainly, in the Indochina situation, there 
are many angles which give the Communists good grounds for accusing us of 
helping the French imperialists. 

I frankly think the day of foreign colonies is fading into oblivion, and those 
countries with colonies had better make the best deal they can and get out. 
Unfortunate as it is, there may be many areas which will go communistie because 
of economic conditions, and even all the money which Stassen wants to throw 
away will not save them or promote good will. The only thing that can be 
done is to let them try communism for 25 years, if necessary, during which time 
they may develop a more stable government. 

Our efforts to help merely make the financial condition of this country worse 
and make us less able to defend ourselves if it should decome necessary. If 
we cannot balance our budget and pay off part of our debt during prosperous 
times, we have little to look forward to, and I think we should soon face the fact 
that even though foreign aid was doing some good, we can’t afford this luxury. 
It is very apparent to me that with the enormous capacity which our wonder- 
ful industrial system has developed, we cannot operate at 100 percent capacity 
and find a market for all of this unless we resort to wars, which is not only a 
terrible way to dispose of our manufactured surplus, but a criminal use of the 
hoys of this country. We should face the fact that we cannot police the world, 
hut, instead, attempt to get our own economy on a sound basis, living on a scale 
we can afford under normal conditions. In this way, we could eventually be 
of much greater help to all. 

Recently, we had a Republican primary seeking to nominate a United States 
Senator. Austin Wyman, 1 of the 9 people running, and a very high grade, 
capable lawyer, has been a close personal friend of mine for 80 years. I 
naturally supported him to the limit of my ability, although I did disagree 
with him on some views, inasmuch as he ran on the Eisenhower platform. He 
made a fairly good run for a politically unknown. But, since the election, any 
number of friends of mine who have sons, and many of the boys in the twenties, 
who would normally have voted for him, voted for Meek, because of the Indo- 
china mess and the feeling that Dulles, Risenhower, and some of the others are 
deliberately trying to get us into a compromising situation so that Congress 
could do nothing but declare war. One boy who has just returned from Korea 
said, “If those damn fools get us into another mess like that, I would jump out 
of the window rather than be drafted.” 

I think that if the responsible leaders of the Republican Party, or the real 
Americans of any party, want to do what is best for this country, it would be 
wise to think a little about the welfare of this country rather than try to play 
God to the world. 

Yours truly, 
B. M. KoHLeR 


Mr. Vorys. On the matter of finishing up, I hope we can stick to 
the program announced by the chairman of starting over this bill 
section by section. That means that we clear up this area either right 
now or today or tomorrow. Just offhand, I think it would be more 
satisfactory to many of the members to proceed this afternoon than 
it would be to have a session tomorrow. Very few will be here 
tomorrow. 

Chairman Crrerrrretp. How many can be here tomorrow ? 

How many can be here this afternoon? 

How many can be here at 2: 30? 

Mr. Crawrorp. I count four hands raised. 

Mr. Javirs. Perhaps we could proceed for a while, now. 
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Chairman Currrrrrecp. Go ahead, General. 

General O’Hara. I have presented the aircraft portion of the pro- 
gram. Without going into tremendous detail, it is impossible to pre- 
sent all the other items in the program. 

We have a terrific mass of it, but I can go to the dollar situation 
and the summaries. 

Our 1950-53 program for this area totaled $311.2 million. The 

1954 part of the program was $179 million, making a total for the 
1950-54 program of $490.3 million. 

We had delivered as of December 31, $183.8 million of this. We 
ran a check last night to see what the trend in deliveries has been. 
It is definitely on the buildup. I took March and April of this year 
for this area. Deliveries in March were $8.1 million, and April was 
$35.6 million. 

The data on deliveries is usually about 60 to 90 days because of the 
time required to put the paperwork through, behind the actual de- 
liveries, so I think it is fair to say that actually when we are talking 
about April deliveries, we probably made the deliveries in previous 
months. 

(Discussion off the record.) 

General O’Hara. We are having trouble securing deliveries in some 
areas. An outstanding one is electronics where we have even run 
into trouble on design of equipment and delays in production. We 
have great difficulties at times such as last July, when the funds were 
cut off for 4 or 5 months. We had to stop all our actions and that 
means we have to start from scratch, again. Our estimate is that 
when we finally get this program started, our deliveries to this area 
will average, in the future, about $30 million a month. 

That’s about all I have to say. 

Mr. Vorys. Could I ask General Chase how they have been doing 
in delivering the [security deletion] programed for Formosa? Have 
they been robbing you to take care of these others ? 


STATEMENT OF MAJ. GEN. WILLIAM CURTIS CHASE, CHIEF, MAAG, 
FORMOSA, DEPARTMENT OF DEFENSE 


General Cuasr. Do you have reference to Air Force deliveries, Mr. 
Vorys? 

Mr. Vorys. Yes. 

General Cuasr. No, our Air Force deliveries so far are up to date. 

What will happen in the future, I don’t know. 

Mr. Vorys. You have [security deletion] a substantial amount in 
here for fiscal year 1954. 

General Cuasr. The deliveries of the aircraft are up to date. 

( Discussion off the record.) 

Mr. Jupp. That is this 180? 

General O’Hara. That is right. 

The other area where we have had difficulty is in some [security 
deletion] that is away behind, and we had some difficulty there trying 
to find out exactly the items required, but that is now being imple- 
mented and the Air Force has passed to the country funds for the 
procurement of the items for shipment. 

( Discussion off the record.) 
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General O'Hara. Well, Mr. Vory’s, no one is satisfied with the rate 
of deliveries to MDAP. Various factors, such as Korea and others, 
an expanding Air Force, increasing air requirements, have all resulted 
in delay on the program. 

I discussed this with my boss early this year, and he at that time 
authorized me to have three additional officers in my activity who will 
become available in the next few months for detailed examination of 
segments of this program—say the artillery, or the electronics, or 
something like that. and they are going to have blanket authority to 
go all over the world and get this program on its feet and get things 
started rolling, segment by segment. I think we are making headway. 

Mrs. Bouron. You say in the next few months? 

General O'Hara. Yes, ma’am. 

Mrs. Bouron. Maybe there won’t be anything over there in a few 
months from now. 

General O'Hara. The program I am talking about, Mrs. Bolton, is 
world wide. Weare behind every place. 

(Diseussion off the record.) 

Mr. Vorys. We tried it once at Mr. Judd’s suggestion, to put in 
that they should spend not less than a certain amount, and we realized 
that you couldn’t do it. He found that we can’t pass a law to make 
them do what the Congress wants them to do. 

Mr. Jupp. We can pass it, but we don’t get it done. 

Mrs. Borron. Is Indonesia going to have any concessions made to 
it? Weare not doing anything? 

Mr. Drumricnr. No, no military program there. 

Mrs. Boron. That is in view of the Communist situation in the 
government ? 

Mr. Dreumricur. They never requested military assistance from us. 

(Discussion off the record.) 

Mr. Jupp. Well, one government fell because of accepting economic 
aid. 

(Diseussion off the record.) 

Mr. Jupp. Mr. Vorys, you are going to be here this afternoon and 
Tcan’t. Could I ask General Chase 3 or 4 questions that I would like 
to have on the record, because I can’t, unfortunately, be here this 
afternoon. 

Mr. Vorys (presiding). Yes. 

(Discussion off the record.) 

Mr. Jupp. Now, would you care to give us your appraisal of the 
accuracy of those charges? 

General Cuasr. I would be very happy to, Mr. Judd. 

(Diseussion off the record.) 

Mr. Jupp. Well. K. C. Wu said, I suppose, that the boy got a pass- 
port only because K. C. made a fuss in this country. But I got it from 
the other side that K. C., in a sense, was demanding special privileges 
for his boy, demanding a passport immediately and consideration that 
other Chinese were unable to get. Is that true? 

(Discussion off the record.) 

Chairman Currerrrevp. Are there any further questions? 

We will adjourn until 2: 30. 

(Whereupon, at 12:45 p. m., the committee recessed, to reconvene at 
2:30 p.m. the same day.) 
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AFTERNOON SESSION 


(The committee reconvened at 2:30 p. m., Hon. Robert B. Chiper- 
field (chairman) presiding.) 
Chairman Currerrrecp. The committee will be in order. 


STATEMENT OF BRIG. GEN. SAMUEL C. RUSSELL, CHIEF, FOREIGN 
AID DIVISION, G-4, DEPARTMENT OF DEFENSE 


General Russet. I think the basic question that was propounded 
yesterday by Mr. Vorys is that with all our undelivered balances in 
the 1953-54 program, why are we asking for additional money for 
1955 ¢ 

I think the basic question breaks down most readily into two other 
questions, which might be expressed as: “Have you already been pro- 
vided enough money to meet all requirements in this area?” and if 
the answer to that question can be shown to be “No,” “Could you not 
wait until fiscal year 1956 for the necessary additional funds to meet 
these requirements ¢” 

I will try to approach it as answering those two questions. Now, 
in doing so, 1 would like to briefly review the procedures we use in 
preparing programs and second, the status of our shipments as of 
December 31, 1953, and third, the performance that would be required 
to utilize the funds we are requesting before funds for 1956 could be 
used. 

As far as programing procedures are concerned, I think it is gen- 
erally known that each year, after the Congress determines the amount 
of funds that will be made available for programing purposes to 
MDAP and the Office of the Secretary of Defense splits up these funds 
among the Army, the Navy, and the Air Force, the Department of 
the Army then confers with the Military Assistance Advisory Groups. 

The forces that are to be supported and the maximum sup port that 
may be afforded these forces from a programing standpoint is based 
on authority established’*by the Joint Chiefs of Staff. 

Now, in these programing conferences with the Military Assistance 
Advisory Groups, the gross requirements for all authorized forces are 
considered, all assets provided by previous military assistance pro- 
grams—not only actually de livered, but those that’ are on the pro- 
gram—are deducted from the gross assets and the remaining deficien- 
cies are programed in order of priority to the extent that funds 
permit, 

These programs, after they are finally approved, are actually fur- 
nished to the countries concerned so in a sense they represent a 
commitment. The countries plan for raising their forces and for 
supplying items themselves, taking into consideration the equipment 
that we have placed on the programs for these countries. 

Now, for the Far East area. 

Mr. Vorys. Do you mind an interruption ? 

General Russe.u. Not at all. 

Mr. Vorys. When do these countries find out what programs are 
firm for them? 

General Russeti. This year, sir, they found out about January, 
because that is when the program was finally pretty well firmed up. 

Mr. Vorys. For fiscal year 1954? 
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General Russeiu. Yes, sir. 

(Discussion off the record.) 

Mr. Vorys. Would you mind an interruption? 

(Discussion off the record.) 

Mr. Vorys. I want to take care of the Navy. Go ahead. 

(Discussion off the record.) 

General Russerx. Furthermore, this does not include any possible 
expansion in Formosan forces, expansion in Philippine forces, or 
Thailand forces, or any of the other things that might be done to 
utilize all this manpower that General Stewart charted so gr aphically 
for us yesterday. 

( Discussion off the record.) 

Chairman CuIperFieLp. In other countries in that area? 

General Russet. In other countries in that area, and it would 
certainly avoid the agony we are going through this year in cutting 
down other programs to meet these emergency requirements in 
Indochina. 

Mr. Vorys. Could I interrupt at this point? In our secret books, 
we received for each of the countries in this area detailed program 
objectives. 

General Russett. That is correct. 

Mr. Vorys. When you say “program,” do you refer to the program 
spe lled out country by country 1n those det: uiled program objec tives? 

General Russet. That is correct. For example, on page 205, 
Thailand. 

(Discussion off the record. ) 

Mr. Vorys. Now, could I ask you about the word on ail raft 
maybe this is out of your line, but we have the expert over there. It 
says “aircraft and attrition aircraft.” In my day, we had attrition 
in aircraft in training, and so forth, aside from combat, but I thought 
that attrition aireraft in these programs referred to attrition in 
combat. Am I wrong? 

General O'Hara. You are wrong, sir. 

(Discussion off the record.) 

Mr. Vorys. So that when you talk about a “no war rese rve.” the 
phrase that General Russell is using here with reference to the Army, 
would that apply to Air Force ? 

General O'Hara. Exactly, sin 

Mr. Vorys. Go ahead. 

General Russetx. For these figures given above, regarding the 
[security deletion] deficiencies, the Department of the Army has de- 
tailed worksheets showing the requirements. These worksheets com 
prise large volumes, and I believe it would be very difficult to digest 
the material, but purely for illustration, for comparative pt irposes, 
I would like to point out th: at equip ping, providing training ammuni 
tion, and war reserves of both ammunition and equipment for the 
same number of United States divisions that we are supporting in the 
Far East in the foreign divisions, would cost over $10 billion, well 
over $10 billion, as compared with our program, including the 1955 
request of $1.7 billion. They are not the same kind of divisions. 
Those figures are not directly comparable, but it gives an idea of the 
order of magnitude. 

Mr. Vorys. You said $1.7 for Army. That is for Far East? 
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General Russei. For Far East, yes, sir. All of my remarks are 
addressed toward the Far East. 

Mr. Vorys. Now, that was a big sentence and it had a lot of in- 
formation in it. 

General Russeu.. It is shown on page 156. You have to add it up. 
It is the 1950 through 1954 shipped, in the middle part, there. 

Mr. Vorys. I am trying to find out whether it adds on to 1950-54, 
or whether it is 1954-55. 

General Russetv. It is 1950 through 1954, plus proposed 1955. 
The figures you would add to get that—if you will look at the 
center column, there, on page 156, are 771, 45—are you following me 
across ¢ 

Mr. Vorys. Yes. 

General Russe... 771, 45, 641, 6.7, and then jump over to the 1955, 
which is 262. That totals up to approximately $1.7 billion. 

Mr. Vorys. Now, in that sentence you gave, did that include war 
reserve ¢ 

General Russet... Yes, sir: it did. 

(Discussion off the record.) 

General Russert. Now, that is what I had prepared to answer the 
question “Have we already been given more money than we nee ?” 

The second question was, well, at the rate we have been using this 
money, “Do you really need any more until fiscal year 1956 to ‘make 
up the remaining deficiency ?” 

I have a chart, here, that I have labeled “Army shipments report.” 

(The chart referred to is as follows :) 


ARMY SHIPMENT Report, FAR EAST AREA 
Performance through Dec, 31, 19538 


] 





Program ee 
(fiscal vear | Shipped shinped 
1950-53 ar 
! 
ConUSs : 907.6 | 717.5 | 79 
OSP. ; 149.3 98.5 | 66 
Total 1,056. 9 816.0 77 


Required performance to utilize all funds 





CONUS 
Unshipped (fiscal year 50-54) December 31__- : a a a ee | 
ns II SQN ID a ccehes ec apertn ett mead tel rongenern pearersantbeten 252.1 
WU i Seed Gee. ee ae 760. 3 
Required monthly shipping rate to ship all by December 31, 1955 (esti- 
mated date of shipments using fiscal year 1956 funds)-----_---_--__ 31.7 
Average shipping rate first 3 quarters fiscal year 1954_____-___________-_ 29. 3 
OsP 
Unshipped (fiscal year 1950-54) December 31__- sisnty edamame tap eueniieadiecdgid a 
SC I a an ak eh sctepepenchin ee eet acon 10.8 
OI | iB satiate ites secebibapiniitcch bbbiabhinn Readidtieeh anceb tbls abled 150. 8 
Required monthly shipping rate to ship all by December 31, 1956 (esti- 
mated starting date of shipments using fiscal year 1956 funds) _.______ 4.2 


Average shipping rate first 3 quarters fiscal year 1954 2.9 
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General Russeiy. Before we get into the chart, I would like to 

elaborate a little bit more on our programing cycle. It is our proce- 
dure to program to the extent funds are available, requirements for 
the corresponding calendar year, in the fiscal year program. Thus, 
an ideal performance would represent shipment of cumulative fiscal 
year 1950-53 programs by the end of calendar year 1955. 
" ‘The time required for preparing a program, obtaining its approval, 
arranging for funding and scheduling rebuild or procurement is such 
that shipment against the fiscal-year program cannot possibly start 
until the early part of the corresponding calendar year Specifically, 
that means that exce pt for emergency shipments, no nina against 
the fiscal year 1954 program could be made by December 31, 1953, 
which is the cutoff date on this report on shipping performance. 

Therefore, at the top of the chart, in giving the performance, I 
have compared the shipping data against the 1950 through 1953 pro- 
gram, rather than the 1954 program. The top line is for that part 
of the program which will be supplied from the United States. 
Seventy-nine percent of the program had been shipped. If you break 
that down further into end items, as distinguished from spare parts, 
the figure is 8) percent. 

Mr. Vorys. What does CON US stand for ? 

General Russeii. Continental United States. If you break that 
down into spare parts and end-items, the end items actually are 85 
percent. As far as spare parts are concerned, first, we have over- 
programed them in the past, we agree; second, they are generally 
called forward as required. Now, we are correcting that overpro- 
graming specifically by putting absolutely no spare parts in the 
1955 program. Wethink wecan live on our fat on that. 

Mr. Vorys. This is just Far East ¢ 

General Russeiy. This is just the Far East area. Everything I am 
talking about relates just to that area. The worldwide percentages 
are not substantially different from this for the CONUS part. 

In this area, 66 percent of the offshore procurement program has 
been shipped. A large part of this represents French material for 
Indochina which we agreed to finance at Lisbon in 1952, and it rep- 
resents an extremely, “greatly above average offshore procurement 
performance. 

Contracts for the remaining offshore procurement in this area 
were generally not consummated until late 1953—fiscal year 1953 

Lead-time, particularly when we consider that new facilities are 
being employed, has not permitted large deliveries from the regular 
offshore procurement program. I do not consider that these rela- 
tively small deliveries to date, in view of the late time of starting, 
invalidate the many advantages of OSP, which have been presented 
by Mr. Vorhees. 

So much for the performance data, to date. 

Now, the lower portion of the chart labeled “Required Performance 
to Utilize All Funds,” is intended to demonstrate that a very modest 
shipping performance is required to utilize all funds available and 
requested. You will note that the total wnshipped value for the 
CONUS portion of the program, including funds requested for fiseal 
year 1955, is $760.3 million. 

To ship the total value by December 31, 1955, which we feel is 
the earliest possible date that shipments using fisca] year 1956 funds 
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could be used to continue the momentum of the program, that would 
require a shipping rate of $31.7 million a month. This compares with 
our average shipping rate during the first three quarters of fiscal year 
1954 of $29.3 million a month. 

Now, we feel for OSP, additional lead-time is justified. For in- 
stance, if a contract is let in March 1956, with fiscal year 1956 money, 
deliveries certainly could not be expected before January of the fol- 
lowing year. That would only give you a 9 months’ lead-time, and 
I think that is extremely conservative. 

Therefore, to utilize the carryover in OSP, and the additional funds 
requested, would require the rather modest shipping rate of $4.2 
million a month, and we see no difficulty in achieving a rate of that 
magnitude when they have had some t ime to get the produe tion rolling. 

Now, I want to m: ‘te it clear that this statement is not a predic- 
tion that the entire CONUS portion, including the fiscal year 1955 
part, will be shipped by December 1955, and the rest of the OSP 
within a year. 

There may very well be offshore procurement items that will not 
be delivered by that time. For instance, the fiscal year 1954 program, 
they are just starting to let contracts on that, now. 

And there will undoubtedly be certain hard-to-get items and certain 
items where schedules will slip from the CONUS portion of the pro- 
gram, and they will not be delivered within this particular timetable 
here. 

The intent of the chart is to show that a very modest shipping 
performance will permit the utilization of all funds presently avail- 
able and those requested. 

This chart, then, represents my answer to the second question that 
I asked myself, whether we could utilize the money, whether we could 
wait until 1956 to carry on this program. 

That is all I have, sir. 

Chairman Currrrrrevp. Are there any questions? 

Mr. Vorys. On that average shipping rate, the first three quarters of 
1954, we got a shipping rate of something this morning that jumped 
from $9 million in one month to $35 million in the next month. Was 
this your program or the Air Force portion 

General O'Hara. That was the Air Force program, and it was 
basically caused by a tremendous jump in shipments to Indochina, sir. 

Mr. Vorys. Does your average rate for the first three quarters of 
fisen] year 1954 indicate anything like that Air Force rate? 

General Russeii. Nothing of that magnitude, sir. 

Mr. Vorys. I mean an increased shipping rate, and would that be 
tynical of this year, or typical of every year? 

(reneral Russeti. I would say that we have had every quarter—this 
chart is a little h: rd to see. 

General Srewarr. That is worldwide and we have it by area, also, 
in that book. 

General Russeti. I think I can give you the exact figures worldwide. 
We went from $440 million for the first 3 months, for the first quarter. 
to $473 for the second, to $490 million for the third. Now, there has 
been a steady but modest increase. 

Mr. Vorys. That would be typical of what happened in the funds 
programed. 





1003 


General Russet... Actually, we haven't had any violent fluctuations 
in the Far East. 

(Discussion off the record.) 

Chairman Curperrrecp. Mr. Lanham—— 

Mr. Lannam. No questions. 

Chairman Curperrietp. Mr. Hays—— 

Mr. Hays. No questions. 

Chairman Curperrrmecp. Thank you very much, General. We ap 
preciate having your testimony. 


STATEMENT OF CAPT. W. S. RODIMON, UNITED STATES NAVY, 
CHIEF, FOREIGN MILITARY AID, OFFICE OF CHIEF OF NAVAL 
OPERATIONS 


Captain Roprwon. Mr. Chairman, I would like to address myself to 
the specific questions raised by Mr. Vorys yesterday afternoon and 
then to discuss the 1955 program. 

[ think that I can answer the questions quite simply. 

First, what has not been delivered? To consider, first, the program 
as a whole, excluding the repair and rehabilitation of ships and air- 

raft totaling some $11.5 million, when using dollar figures, now-—I 
will speak in terms of millions. But, including the value of excess 
material, some 26.9, that total is 295.4. 

Now the deliveries—— 

Mr. Vorys. Do you mean that is undelivered ¢ 

Captain Roprmon. That is the total program value. The deliveries 
against that program value as of the end of March, is 172.5.) That 
information is fully documented but we also have figures up through 
the 30th of April which brings that figure up to 181.9, which leaves 
an undelivered balance of 113.5. 

Now, what is the reason for this undelivered balance, and of what 
does it consist ¢ 

By far the greatest part is in ships. 56.8, dollar value, millions, 
in value of ships, and as we are well aware, new construction vessels 
take from 2 to 3 years from the time that the funds are made available 
until the ships can be delivered. 

Ships and aireraft that we take from our stock—that is our reserve 
training programs or reserve fleet, only require rehabilitation. They 
have to be overhauled and refitted with spares and then they can be 
turned over immediately, only subject to the training of the personne! 
of the country taking them over. 

The vessel equipment totals 10.1 and ordnance equipment, 23.8, 

Mr. Vorys. These are all millions ? 

Captain Roprmwon. All of these figures will be in millions of dollars. 

And the Marine Corps equipment, 17.5. The Marines that IT am 
speaking of are in the Formosan program and also in the Thai 
program. 

Then a miscellaneous category including all other material totals 
only 5.3 

The Navy has placed special emphasis on the title ITI deliveries, 
commencing with the first of this year. Of the $181.9 million delivered 
through the 30th of April, 20 percent of this total was delivered dur 
ing the first 4 months of this year, and this accelerated rate of delivery 
is expected to continue. 
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Due to the changes in the Indochina program, quite a few additional 
craft were made available from our reserve fleet, and that will, of 
course, step up the deliveries. 

I would like to indicate the anticipated ship deliveries through the 
remainder of this calendar year. 

(Discussion off the record.) 

Captain Roprmon. As to the second question, why are the undeliv- 
ered balances so large; well actually the undelivered balances, as 
against the Ist of May, are 38 percent of the 1950-54 program, as we 
have delivered 62 percent. Half of the undelivered balance is for ships 
which are relatively long lead time items. 

Deliveries are, however, already beginning on the shorter lead time 
ships and craft in the 1954 program, “which actually only got under- 
way in January of this year, but that type of item, of course, comes 
from excess, or service stock, and some of those will be on loan. 

Mr. Vorys. What do you mean “on loan” é 

Captain Ropimon. Those craft, vessels or aircraft that are not 
excess to the naval mobilization needs cannot be declared excess. 
So the State Department negotiated agreements under those circum- 
stances whereby we would loan that ship or vessel to a country, usually 
for a 4- to 5-year period, but subject to recall if our own requirements 
would dictate. 

The appropriated funds that are required for that loan is only the 
cost of the repair and rehabilitation of that vessel. The appropria- 
tion is only charged for the cost of putting the vessel in condition. 

Mr. Vorys. I thought there was a statutory prohibition against 
lending ships unless there was some authorization for it. 

Captain Roprmon. We have had the authorization in each instance. 
That applies to vessels down to destroyer and including submarines, 
in size. It does not apply to very small craft like personnel boats, 
which in some instances have been loaned. There has been legisla- 
tion and congressional authorization obtained in each instance. 

Mr. Vorys. My attention has been called to the act of August 1953, 
and section 4 is pertinent. This list that you read off of vessels being 
loaned is within the limits of that act? 

Captain Ropimon. Yes, sir. 

Mr. Vorys. Thank you. 

Captain Roprmon. Funding for the 1954 program was not received 
until December and January of this year; $9 million is still not funded 
as of this date. 

Concerning the Marine Corps equipment that is undelivered, this 
is primarily in programs prior to 1954, but there are rather extensive 
administrative problems involved in the processing of this equipment, 
because of the cross-service procurement that is necessary. 

The portion of the material in these 1950 through 1954 programs 
is not required at this time and cannot be effectively used by the re- 
cipient countries until early in fiscal 1955. 

All emergency pets | from Indochina have been handled as 
the top priority within the Navy and are given air transport if 
necessary. 

The final question is why are more funds required ? 

The accelerated rate of the 1950 to 1954 delivery makes it essential 
to initiate supply, for additional requirements during fiscal year 1955, 

As it is, we will be running out of available funds about the early 
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part of the next fiscal year and in order to continue to process previous- 
year programs, it will be necessary to cut back and slow down supply 
action on other country programs. 

Mr. Vorys. I wondered why Indochina would need subchasers, 
aren rs and landing craft. 

aptain Roprmaon. The inland waterways of Indochina, the water- 
way system of Indochina, is a very important part of the communica 
tions in that area. The tactics have been to utilize our landing craft 
somewhat modified, as a sort of monitor-type craft, both to protect 
personnel transport, and supply transport, to get things from one 
place to another within the country. The road system is apparently 
not very good. 

As far as the minesweepers are concerned, it is essential to keep 
those waterways clear. There have been no extensive operations 
so far as the coastal part of the country is concerned but there have 
been rather extensive mining of their rivers, canals and waterways. 

As has been indicated previously, there are no well defined lines of 
battle. The control is pretty spotty and in fact an area that you think 
is under control turns out to have some Viet Minh in that area. There 
is a lot of sabotage and operations of that sort. 

Mr. Vorys. The subchaser isn’t for chasing submarines, is it ? 

Captain Roprmon. No, sir. It is simply a patrol craft and is used 
more as a gunboat to clear the sides of the river or the canal and pro- 
tect the transport on the river. 

Chairman Crirerrietp. Mr. Hays— 

Mr. Hays. I have no questions. 

Chairman Cuirerrietp. Mr. Carnahan—— 

Mr. Carnanan. No questions, Mr. Chairman. 

Chairman Cnirrrrietp. Thank you very much, Captain. 

[ want to thank all you people for the fine work you have done 
during these hearings. It has been excellent and we appreciate it. 

Mr. Hays. Iam glad the Chairman stated that. I fully agree. 

Chairman Cuiperrieip. You members of the presentation team 
have done an excellent job in giving us the facts. 

General Srewart. Thank you, sir. 

Mr. Carnauan. I would like to add my word of appreciation for 
the very fine work done by the presentation teams. I don’t know 
that I have said it for the record, but I think the presentation you 
have made to us in the printed material is the best that has been made 
to the committee during my service on the committee. 

Chairman Cureerrtetp. Mr. Moyer 





STATEMENT OF DR. RAYMOND T. MOYER, REGIONAL DIRECTOR 
FOR THE FAR EAST, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Moyer. A great deal has transpired in these hearings, and in 
the part that I have I would like to deal with those matters that 
would be of the most interest to the committee. 

I would suggest, Mr. Chairman, this being suitable to you, that, 
rather than st: urting with a detailed statement of each country, I try, 
first, to give the highlights of the economic situation with which we 
are faced in the area. These facts would apply and would bear on 
present proposals, or on any other situation that might arise as time 
oes on. 


45700-—54 64 
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In general, this, of course, is‘an area made up of what are called 
underdeveloped countries. Economically, they are not rich in de- 
veloped resources, or in their financial incomes. Taking first the case 
of Indochina, that has been just dealt with, I am speaking here of the 
$25 million component, made up of mutual defense support and techni- 
cal cooperation—aid is given directly to the Associated States. In 
their own central government budget some 66 percent is now devoted 
to military purposes. They also receive substantial subsidies from 
the French. In general, the economic situation is being kept rea- 
sonably stable, but for expanded programs they are without the 
resources, 

In the case of Formosa, I think the situation is very clear. With the 
need to support large armed forces the economic resources of so small 
an island, however rich that island is—and it is a rich island—are not 
sufficient for that purpose. 

That is indicated in the fact that during their fiscal year 1953, which 
is calendar year 1953, counterpart supplied out of our commodities, 
accounted for about 28 percent of the total expenditures for activities 
under the government, the provincial and central governments. 

The imports (excluding military) that we finance accounted for 
about 40 percent of the value of total imports. 

When the military end items are added, of course, the figure goes 
up substantially higher than that, over the average, I believe of 1952 
and 1953, imports we financed, including military imports, constituted 
somewhere over [security deletion | of the total and as deliveries step 
up the percentage will be still higher. 

I think these facts alone are sufficient indication of the financial 
situation and what would happen if economic aid were withdrawn. 

The situation in the Philippines is different. Fundamentally there 
is stabilization, there, on the low level that now exists. 

The problem is to proceed with an accelerated economic development 
to develop a firmer base for the support of the government, for build- 
ing up the strength that will resist subversion, and that will help the 
Philippines to develop the kind of strength which will make it possible 
to stand in Asia as a good demonstration of what can be done by a 
aindiaiieiaiia developing under democratic procedures. 

On the other hand, we also must remember that it was only 2 or 3 
years ago when we thought the Philippines were headed for serious 
deterioration. Fundamentally, the economic problems haven't been 
solved. There has been improvement, but there hasn’t yet been the 
buildup which will make it possible to consider the country soundly 
fixed, as far as the economic situation is concerned. 

Their present expenditures for military purposes are about as much 
as they can stand. We are interested, in our aid, to build a stronger 
base for revenues, as well as for internal stability. 

In the case of Thailand and Indonesia, the situations are similar 
in that there has not yet occurred any serious sign of deterioriation 
expressed in terms of serious inflation or that kind of index, but there 
have been increasing deficits in the foreign exchange balances and in 
their internal budgets, largely due to a decrease in the price received 
for tueir products. 

In the case of Indonesia, these products are rubber and tin; in the 
case of Thailand, it is rice as well as rubber and tin. 
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These deficits have brought about a substantial reduction in their 
foreign exchange reserves. In Thailand the economic situation is 
not yet at a serious state, but it has seriously deteriorated in Indonesia. 

The opinion as to what may be expected in Indonesia varies. On 
the more favorable side some people om they will weather the 
present difficulties. Others feel that they are headed toward quite 
serious economic difficulties. 

I think, summing up these facts in the economic situation we can say, 
first, that the aid we have propos ed in the regular progr ims vill 
probably be pe ient to maintain reasonable stability in all of these 
sonnei mM present assumptions, with the exception of Indonesia, 
about which there is a much greater question. 

Secondly, that if assumptions cl ange involving an increased mili- 
tary buildup the aid proposed will not be adequate to support that 
buildup or to keep stability in any of these countries under those 
conditions. 

Now passing from that general sketch of what the overall nature 
of the economic situation is—and I would repeat that these are back 
ground facts pertinent both to present proposals for a program as 
well as to any possibly changed situation which may make it necessary 
to alter the programs—let me now turn to programs themselves. 

Mr. Hays. Mr. Chairman, would Dr. Moyer mind an interruption ? 

Mr. Moyer. Indeed not. 

Mr. Hays. Before you get into overall economic situations, I would 
like to ask you a question or two about Indonesia. What is the basic 
reason for our not having a stronger program there, in a nation of 
some 80,000,000 people? Is it because they are new in the ways of 
national sovereignty? Is it due to any lack of sti ability one way or 
another in their own government ? 

What is the basic reason for our not having a program in a country 
that big? I don’t want to ask you to undertake a detailed answer, 
but I just don’t know enough about Indonesia and I felt you wouldn’t 
mind taking a moment to give me a quick picture of it. 

I will first ask you if it is correct that the big prices they got during 
the Korean war for tin and rubber did give them an inflationary 
situation ? 

Mr. Moyer. There was not serious inflation. 

Mr. Hays. They did get big prices? 

Mr. Moyer. They did. The price for rubber at that time was fifty 
odd cents as compared now to twenty-odd cents. There has been that 
big a drop in the price of rubber. 

They were able thereby to maintain foreign reserves at a very high 
level, but their spending didn’t increase to the point where an infla- 
tionary situation developed. 

As far as the first part of your question is concerned, we are putting 
into Indonesia, for the type of program we now have there, as 
much as they can absorb. In fact they have been unable to absorb 
even the $4 or $5 million which on the average has been made avail- 
able. That has been partly due to internal disturbances, partly due 
to a weakness in their government structure and inexperience with 
planning and carr ying out projec ts. 

But, for the present type of a program, the amounts made avail- 
able are about as much as they can absorb and perhaps more than 
they can absorb. In fact their program has lagged badly. 
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Mr. Hays. Have the Communists made any headway in the country ? 
Do they constitute a threat of any proportions, internally ¢ 

Mr. Moyer. Perhaps Mr. Drumright would prefer to speak to that. 

Mr. Hays. I was out for a week and, if this has been covered, I will 
read it later. 

Mr. Dreumricur. There is a Communist Party, there. It is a legal 
party. It is at present within the government. It is cooperating 
with the Nationalist Party, there. 

There is some communism in the island. It has been there a good 
while. Back in 1948, the Communists actually attempted coup d’etat 
but were put down by the Government, at that time. 

They then laid low for a considerable time, but more recently they 
have been coming back, and, as I said, they are perhaps in the 
Government. 

Mr. Hays. Is the Moslem Party the leading opposition ? 

Mr. Drumrieutr. Yes, the Masjumi Party is probably the largest 
and from the standpoint of the Communists, the best or ganized. 

We must realize that no election has been held in Indonesia. The 
Government has been promising to hold elections for some time, but 
for one reason or another, they have se put off. They have said they 
hope to have elections early in 1955, but they have been saying that for 
some time and there are people out there who feel that the Nationalist 
Party and the Communists don’t want to have an election now because 
they fear if there was a free election, the Moslem Party would win it 
easily. 

Mr. Hays. Historically there is every reason for their being friendly 
tothe United States. We aided them in the struggle for independence. 
I< that generally known? 

Mr. Drumrigur. I think it is generally known that we played a more 
active part than any foreign power, in atts ss their iz idependence 
from the Dutch. I think that is well known, but they are pursuing a 
nonalinement policy. That is a policy of staying out of the cold war, 
so-called, and not lining up with either the Communist side or our side. 

They are influenced in that to a considerable extent by Prime 
Minister Nehru in India although not as much as they were before. 

There are a lot of friends of ours out in Indonesia. 

Mr. Carnanan. Did you say they had been more influenced by India 
than any other country ? 

Mr. Drumrient. The administration, yes. 

Mr. Vorys. I wanted to ask a couple of questions about Thailand, 

Thailand, according to your book, had a favorable balance of trade 
of $120 million in 1951, $20 million in 1952, and estimated unfavorable 
of $10 million in 1953. 

There is hardly any country we look at that appears to be in as good 
shape. 

Also, they have a very small military force planned, it seems to me. 

However, here you have in here [security deletion] mutual defense 
assistance for this year, and [security deletion] for next year 

Mr. Moyer. May I answer the first question, first ? 

It is correct that the foreign trade balance of imports as compared 
with exports has been favorable. The estimate for 1953 is slightly 
unfavorable, but the overall balance of payments position is very 
unfavorable. That is shown three sections down. 
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This was for 1953. The first part of the current year is going 
less satisfactory than that. The price of rice has dropped very serious- 
ly. That affects both the balance of payments and their budget, 
because they have ways of deriving revenues from exports, which are, 
of course, reduced as soon as the exports themselves are reduced. 

The proposed program of mutual defense assistance, of course, is a 
military item. The item that I am talking about here is the technical 
cooperation program of $5 million. 

Mr. Vorys. Do you mean you are not explaining the mutual defense 
assistance items? Is that out of your bailiwick ? 

Mr. Mover. Mutual defense assistance is military end items and 
military training. That is out of my bailiwick. 

Mr. Vorys. The assistance is military? 

Mr. Moyer. That’s right. I am talking about a technical coopera- 
tion program for which we had a little over $5 million in 1954 and are 
proposing $5 million in 1955. 

Going into the different programs, and since we have been talking 
about Thailand, I might just add a bit more about that. It is a techni- 
cal cooperation program. It is slanted, however, I should add, a great 
deal toward the northwestern part of the country. Mention has been 
made during the military presentation of the infiltration up there 
from across the river, and the attempts at subversion. Basically, 
we have been trying to help the Thais build up overall economic 
strength for stability, and particularly to demonstrate in the area 
where a contest is going on that things can be done under non-Com- 
munist regimes which will do more, providing for the real needs of 
the people, than the Communist promises. 

The different types of activity are those common in a good many 
of the technical cooperation programs. There is one large item 
relating to agricultural and rural health. In agriculture, there was 
a substantial item to build small reservoirs—again, largely in the 
northeastern part. We have been helping with the development of 
rural health centers. The Government of Thailand has been develop- 
ing a very good chain of health centers throughout rural areas. We 
have provided some technicians as well as some supplies and have also 
helped them build up a training center, to train doctors and nurses 
and midwives for these centers. 

I can return to any details anyone might like. 

We have also been giving some assistance in the general field of 
transportation and communications, peshiereey in the training as- 
pects. Earlier in the program for the fiscal year 1953, this program 
brought in certain large road-building equipenent, but during 1954, 
we have confined our assistance primar ily to a training center. We are 
helping a very interesting on-the-spot training center—you could 
hardly call it a school because it is just acres and acres of land where 
they ran the big trucks and the earth-loading equipment and other 
things that have to do with building highways and foundations for 
railways. And, our technicians were right out there with the Thais, 
who were driving this equipment, learning how to use it and how to 
maintain it. 

Formerly canals have provided the main means of communications. 
Under the present-day conditions, particularly with the military de- 
velopments, it is necessary quickly and rapidly to build up their high- 
ways and railways. We have been helping on that. 
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In all of these countries, a basic problem is personnel—technical per- 
sonnel and people with administrative experience. Our technicians at 
every level, of course, are helpful to their opposite numbers in teaching 
tec hniques, as well as in improving their ability to plan and organize. 
That is one way we are helping in training. But, we also have been 
helping with several educational institutions. They are building up 
a good vocational school, there. We helped prov ide some equipment 
for that, and we are supplying 6 or 7, I believe, technicians in various 
fields of vocational education, as rapidly as possible to build up the 
skills that are needed. 

As far as what has happened in this program, the fact is, as was 
pointed out in the earlier discussions, our relations in Thailand are 
excellent. The Thais have supported the United States in the United 
Nations on all occasions and that has certainly been the spirit in which 
this program has been carried out. It has been a rather happy ex 
perience. Our relations have been good in cooperation. 

Now, moving north from there into Indochina, that has been dis- 
cussed here over the last several days. 

I would like to say to begin with that the proposed 1954 program 
started out under different assumptions and skies a different climate 
than now exists. At the time the current program was formulated, 
we were thinking more in terms of stable conditions. We therefore 
were thinking more of building up basic strengths in the Government 
services, meeting some of the more urgently felt needs, and increasing 
the facilities for transportation and communications and other public 
works. That was the kind of program that was presented last year, 
and which was begun this year. 

Toward the end of calendar year 1953, as the military situation be- 
came more serious, and particularly with our increased emphasis on 
military aid, we saw that it would probably be necessary to begin shift- 
ing more in the direction of direct support to the military effort, 
helping through two related objectives to win the war. 

One, specific support to. military type activities, and two, trying 
to build up increased popular support for the governments of the 
Associated States. 

We began thinking along those lines in December and were moving 
rapidly in that direction when still further deterioration took place 
about 6 weeks ago. 

Currently, we are emphasizing one aspect of the program which we 
had before, but which previously was much less emphasized, related to 
the handling of refugees—a welfare type of activity, through what 
they call GAMO teams—together with resettlement activities setting 
up villages, at the same time we are going ahead with other projects 
to the extent possible. 

Just what can be done as time goes on, we can only imagine. Our 
general principles are that, conditions permitting, we will continue 
to emphasize this emergency-type activity, caring for displaced people, 
helping them to get resettle <d, taking care of medical welfare needs and 
in the more stable areas continuing as much as we can to helping 
build up activities _——s the immediate needs of the people that 
are bound in those areas. Perhaps, for the time being this would 
mean giving much ower prior ity to longer-range types ‘of activities, 
but emphasizing projects which give the people a sense that their 
problems are recognized and that something i is being done about them. 
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(Discussion off the record.) 

Mr. Moyer. At this point we see no precise answer as to what the 
program problem might be. We will have to consider the problems 
and the ways of approaching them that seem feasible as time goes on. 

Now, getting up to Formosa. That, in terms of dollars, is the 
largest economic and technical program in the far eastern area, ex 
clusive of Korea. For the current year, the amount is around $82 
million, plus another $30 million in direct forces support. The 
overall situation you all know. We single out for attention in our 
program problems which we think have to be dealt with if we are 
going to maintain the kind of stability that is necessary. One of 
them, of course, is the economic support to the military activities. 
That has been done in three ways, first through the direct force su ip 
port program that we used to call the common-use program. Then, 
local currency support from counte rpart funds to military types of 
activities. This includes projects in the MAAG program, as well 
is other projects under the Chinese Government that they themselves 
are unable to finance. Finally, we help to construct types of facilities 
that serve both military and civilian purposes, such as roads, com- 
munications, railways, and harbor improvements. 

I would like to mention in this connection that since the military 
looms so large in the need, I think you will be interested to know how 
closely the military mission and the economic mission work on these 
problems. 

Now, General Chase was very modest in what he said, but right 
from the beginning he showed a very thorough understanding of the 
importance of economics in that picture. There has been excellent 
cooperation. He referred to the fact that his staff had reviewed the 
military budget of the Chinese Government. As far as I know, this is 
the first time that has ever been done. We have sought to do that over 
a number of years, and just last year he succeeded, recommending sub 
stantial reductions which his group felt could safely be made, which 
were adopted. 

I mention that also by way of indicating that we do try to examine 
as carefully as possible all the various elements that go into a dete1 
mination of the need. 

Of course, a second problem that we try to meet is the problem of 
inflation. To the Chinese, inflation is much more than something that 
produces bad economic effects. There are many Chinese still living on 
Formosa who associate serious inflation with the kind of deterioration 
that took place on the mainland during their last days there. So that 
inflation to them is not only a sign of something bad economically ; 
there is a political connotation, or psychological connotation. It is 
the beginning of the end, as far as mf are concerned. So that for 
ull these reasons, we have had to pay unusual attention to inflation. 

We have been very successful in bringing it under control. I have 
the figures, here. Using the wholesale price index as an indicator, 
during 1950 prices rose 91 percent. In 1951 the wholesale price index 
rose 52 percent. In 1952 it rose only 3 percent and in 1953 it rose 
16 percent. 

To me that shows two interesting points: One, we have succeeded in 
bringing inflation under reasonable control and, second, that we 
haven’t cut it down to such a fine point that we are going too far. It 
did rise—the wholesale price index did rise 16 percent in 1953, not a 
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dangerous rise but still a rise—indicating that we were not overspend- 
ing for these purposes. 

I hesitate to go further into the program of Formosa, but will be 
very glad to answer questions. 

I mentioned the use of counterpart funds for military types of 
activity. In 1954, 47 percent of all the counterpart was used for 
direct forces support, and this figure is estimated at 60 percent in 1955. 

What we try to do on Formosa, as in all of these countries—as I 
see these economic programs—is partly a matter of meeting serious 
economic needs, without which it would be impossible to achieve the 
things we would like to see happen. But, beyond that, we are in com- 
petition with Communist ideas. Discussions in this committee during 
the past 2 days frequently have emphasized the importance of the 
political aspect. Now, in lots of places it is difficult to draw the line 
between the political and economic. The economic is so much a part 
of the Communist promises that in areas where we have a firm inter- 
est, unless we can demonstrate that economically we have something 
better, we are not doing, in my judgment, all that we have to do in 
this situation. So that in Formosa, as in all these countries, we also 
have that type of activity aimed at achieving such purposes. 

The best illustration of it is the activities under the Joint Com- 
mission on Rural Reconstructon, which have extended throughout 
the island and have brought recognized benefits to the vast majority 
of the rural people on Taiwan. 

We have been giving increased attention, also, to measures which 
will help build up their capacity for self-support. The population is 
rising. Costs have been increasing. Unless with their own efforts 
they can produce more and have a sounder basis upon which to have 
larger revenues and to improve their foreign exchange balance, the 
bill for aid can only increase. For the past several years, therefore, 
we have been giving what attention we could along this line, largely, 
first, on the agricultural side, in which noticeable increases in produc- 
tion have been achieved. More recently, also, we have been helping 
to build up certain types of industries. There is a substantial item for 
that purpose in the 1954 program and in the 1955 program. 

I wish I could say that we see a clear indication of less need for aid 
on Formosa. We can say this, that the figures show there has not been 
an increased need. The amount has kept fairly level and that, in the 
face of the fact that the low living conditions existing in 1949 had to 
be improved; that there has been a military buildup; and that there 
has been a substantial increase in population. So there has been some 
increase in capacity for self-support, giving hope that if overall con- 
ditions do not worsen, the need for aid in the future will be definitely 
less. 

Chairman Currerrretp. Thank you, Doctor. 

Are there any questions? 

Mr. Vorys. This book says they are spending 80 percent of their 
budget on the military. 

Mr. Moyer. That is the central government budget. It is around 
60 percent when you put together the provincial and the central gov- 
ernment budgets. 

Mr. Vorys. That is an all-time high for anywhere, isn’t it? 

Mr. Moyer. So far as I know, it is the highest figure. 
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Mr. Vorys. Our direct forces support is not programed or under 
any such agreement, is it, in Indochina? It isn’t that sort of thing; 
is 1t? 

Mr. Moyer. In Formosa, that is of course programed directly 
with the Chinese. It starts with the MAAG mission. They examine 
the needs because it relates directly to the soldiers and what they need. 
Then they consult with the C hinese Government and with the eco- 
nomic mission because certain things overlap and we want to be sure 
that they are all tied in together. That is the way it is developed. 

Mr. Vorys. For a while there were two programs of direct forces 
support in Indochina, one run by the military and one FOA. Is that 
out, now ¢ 

Mr. Moyer. That was before my time. 

Mr. Mourruy. In the current fiscal year, sir, there is the common- 
use program, as it used to be called, for Indoc hina, which is adminis- 
tered by the Department of Defense. Next year’s program has been 
merged with the Mutual Defense Assistance program so it is all one 
program relating to military requirements. 

Prior to this year, the common-use program was financed from non- 
military funds, and in 1953 and prior years there was a program of 
the same type. 

Mrs. Boiron. Now, as far as we know, this committee, except for 
this question, would think that nothing was being done at all in Indo- 
china except military. Am I right in uncc standing that there is a 
good amount going on which the military is controlling? 

Mr. Murreny. The program for 1955 is $30 million. 

Mrs. Bouron. How much of that is strictly military ? 

General Srewarr. The common-use program was made up of items 
such as gasoline, cement, asphalt, and things that were common to both 
the civilian activities and the military. In every country where there 
is such a program, the Director of Foreign Operations has been 
running it. 

In Indochina, the thing became so closely allied to the actual mili- 
tary operations, and most of it was going into airfields, and so forth, 
so they turned that program over to us. We have the details of it. 
We have not shown it on a chart, I don’t believe, but, as a matter of 
fact, it results in exceptions to our basic military items. 

Chairman Curperrietp. Mr. Carnahan—— 

Mr. Carnauan. No questions. 

Mr. Vorys. Mr. Chairman, we may be having some hearings from 
time to time on this and that, but before this estimable team leaves, 
I wondered if any of them would like to take a general cut at this one: 
We have this year the first program labeled “Direct Forces Support.’ 
It is true that we had $400 million last year along the same line, but 
we just called it something special, and I, at least, didn’t think of it 
in terms of direct forces support last year. This is the first time that 
we have had a real go at it. 

That means we directly support the forces that we think are neces- 
sary, to the extent that we think that the country thinks they can’t 
support them. 

Westill have mutual defense support, the idea of which was to kind 
of beef up the economy of the country in general so that it could 
furnish its own support of its military, while we furnished the 
weapons. 
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Then here in Formosa and Indochina, I guess, we would have both. 

if this direct forces support thing is sound, then shouldn't we elimi- 
nate mutual defense support where we have sizable missions going in 
and trying to tell them how to run their country. 

If mutual defense support is sound, then should we abhor direct 
forces support / 

Does anybody here have anything to say on the relative merits of 
direct forces support and mutual defense support, and whether we can 
eliminate one or the other? 

Mr. Mvurrrry. It is probably presumptuous of me to stick my neck 
out like this, but I would like to take a stab at it. 

I think if you examine the record you will find the countries where 
we have this direct forces support in all instances are countries which 
are maintaining forces which it is beyond the imagination to assume 
that they could possibly maintain under even the best economic cir- 
cumstances in their own country. Take Turkey, for example. 

Mr. Vorys. Let’s take Britain. 

Mr. Murrny. I’m talking about the common-use, direct forces type 
of thing we have been running. The British situation is one I would 
like to come to later. 

In Turkey, for example [security delet I believe, and it is a 
level comparable almost to our own, and they have nothing like the 
economic base that the United States has. You have had a similar 
situation in Greece in the past, and in Yugoslavia you have a situation 
like that. Formosa is another place, and in addition there is Indo- 
china. Each one of them seem to meet that test, that the forces they 
are supporting are away beyond what you could possibly expect 
country to maintain with its economic capabilities, even beefed up 
economic capabilities. So, we used the direct forces support common- 
use approach in those countries and we also have to supplement their 
economic effort through this Mutual Defense Support arrangement. 
In other countries that are maintaining military forces that are not 
abnormal for the resources available to the country, we are limiting 
the program to this economic buildup—Mutual Defense Support, 
we call it—and letting them carry the rest of the load. 

Now, does that help any ? 

Mr. Vorys. Well, I’m just one fellow. If you help enough others, 
you don’t need to help me. 

In the case of the $800 million direct forces support—well, in every 
instance, direct forces support furnishes balance-of-payment dollars 
for a country, doesn’t it, except in the case of the $800 million where 
it is going to furnish balance-of-payment dollars for France? 

Mr. Murrry. They are dollar imports. 

Mr. Vorys. What I mean is, as long as there was a balance-of-pay- 
ment shortage, that was the excuse but now there isn’t any more bal- 
ance-of-payment trouble. The balance is a little bit the other way 
this year, so we have to think up some other reason for doing it. 

Chairman Currrrrrerp. They merely changed the designation. 

Mr. Vorys. Is it contempl: ited that this $800 million direct forces 
support would continue to be a balance-of-payment proposition—it 
must be an enormously important thing for France. 

Mr. Murprry. It is, but the balance-of-payment effect, Mr. Vorys 
is purely incidental with the Direct Forces Support for Indochina. 
What we are doing, you see, is reimbursing the French for expendi- 
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tures they are making in France or the Associated States so that in 
practically all instances, if not all instances, the expenditures they 
are making are not dollar expenditures. 

We are “reimbursing them for frane or piastes expenditures, but 
we are doing it in dollars. 

The dollar exchange position of 7 country is improved tremen- 
dously by the receipt of these dollars, but the program is not a balance- 
of-payments program. 

It is not designed to bridge a dollar-gap program in the first instance. 

Mr. Vorys. How about the second instance / 

Mr. Murrny. It is just incidental. In the United Kingdom, the 
aircraft they are turning out under this $85-million program this 
year are being paid for im the first instance by British pounds, al- 
though there is no question but what there were some dollar-imported 
items used in the manufacture of those aircraft. We reimburse the 
British for the planes as they come off the line, in dollars, and the 
British get the benefit of the dollars but basically it is a British-pound 
transaction. 

Mr. Vorys. When we get through with it, finally, that is strictly a 
balance-of-payments operation with Britain because we cannot say 
we need to support their economy or this, that, or the other thing. 

Mr. Murrny. It has balance-of-payment benefits, but basically it 
is a budgetary support program. In other words they have budgeted 
as much as they thought they could extract from the British people 
through taxes for their defense effort and for building up the RAF. 
We are putting in some more to make a further buildup. Basicaliy, 
it is budgetary support, it is supplementing the British budget, but 
they do get dollars from it and, of course, more aircraft are produced 
as a result of it. More than otherwise would have been produced. 

Mr. Luoyp. I would like to get into this, too. 


STATEMENT OF GLEN A. LLOYD, DEPUTY TO THE DIRECTOR, 
FOREIGN OPERATIONS ADMINISTRATION 


Mr. Luoyp. I think I am more or less the author of these terms and 
I might as well expose myself. 

One great influence in the selection of these terms was an experience 
I had in Japan, where we met one afternoon with a group of business- 
men—no Japanese Government people were there—and the financial 
situation and the economic situation of Japan was discussed. 

When someone expressed a bit of optimism, the president of the 
Mitsui Bank spoke up and ‘eid, “T’d like to point out the very exten- 
sive economic aid we have had from the United States.” 

In the problems presented here, there has been no economic aid for 
Japan at all. I knew what he was talking about, but we questioned it 
and he said, “Oh, yes, $800 million—American dollars spent in con- 
nection with military operations in Japan.” Yet there was no pro- 
gram of economic aid as such. 

From that time on, it seemed to me wrong to define as narrowly as 
has been the custom certain activities and call it “economic aid 
assistance.” 




















1016 


Wherever you put an American dollar, you produce economic re- 
sults irrespective of the name of the program which caused it to be 
put there. 

‘These military programs are tremendous factors in the balance-of- 
payments or dollar-gap positions of the countries involved. When you 
try to segregate economic results the effort tends to become more mis- 
leading than enlightening and that is what led to these terms. 

One other point seems important. I realize if you go back a number 
of years, the dollar gap and the balance-of-payments problem had 
great influence upon the programs selected and the amounts of money 
put into them. 

I don’t think that is so true now. I think there is at present a sharp 
difference in the criteria for the development of programs and the 
determination of amounts to go into them. 

Today, these programs have a direct cause and effect which justifies 
them, independent of the incidental, however important, effect upon 
the dollar gap. 

In other words, if you have specific objectives, you have a pro- 
gram which has its own justification and its own results of a non- 
financial nature. It doesn’t work perfectly because the problems are 
too great and because judgment is not perfect, but the system is quite 
a different system. These programs are based on selected activities 
which justify themselves because of the results produced whether 
it is in the military or in these other categories. 

I think that it 1s impossible to understand these programs without 
tracing through each of these functional categories to become familiar 
with the programs and the reasons for them. 

Now, we clianged the terms, recognizing in the first instance that 
change might be misunderstood, that it would look like an effort to re- 
label and thus get away from things that had declined in acceptance 
and popularity. I assure you that was not the reason and in fact it 
has so exposed the programs as to make them much more susceptible 
to criticism—there could be no hiding of anything. It is a complete 
exposure kind of presentation, and we intended it to be so that it 
would bring about all the criticism that it should. 

I don’t know whether I have made my point clear, but I think 
when you contrast direct forces support and mutual defense support, 
the conclusion should not be drawn that they are mutually exclusive, 
because they complement each other and are not directed at the same 
thing. One reaches the individual soldier and what he needs of a 
personal nature. The other is concerned with what has to be provided 
for his existence. Not what he wears or eats or shoots, but for his 
existence. 

This applies to those three categories: Mutual defense assistance, 
direct. forces support, and mutual defense support—the nature or 

results may be economic, but the reason is military. If that isn’t 
understood, then this whole presentation cannot be understood. 

Now, where the reason is not military but of some other nature 
the program is then classified elsewhere and goes into the technical 
cooperation or some other nonmilitary category. If the reason is 
strictly military, then it seems in this complex, economic world, it is 
in essence a military program. 

Mr. Vorys. I want to say, Mr. Lloyd, that I think your terminology 
chart has certainly been helpful to the committee. 
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Mr. Luioyp. The country in general may not be familiar with it, but 
I for one want to say that the classification of the programs has been 
helpful to me in my own thinking and analysis. 

Chairman CHIPERFIELD. I agree. 

(Whereupon, at 4:40 p. m., the committee adjourned to reconvene 
at 10 a. m., Monday, June 7, 1954.) 

















MUTUAL SECURITY ACT OF 1954 





MONDAY, JUNE 7, 1954 


Houser or REPRESENTATIVES, 
COMMITTEE ON FOREIGN AFFAIRS, 
Washington, D.C. 
The committee met, in executive session, at 10:20 a. m., in room 
G-3, United States Capitol, Hon. Robert B. Chipertield (chairman) 
presiding. 
Chairman CurrerFietp. The committee will come to order. 
Mr. Wolf, will you proceed ¢ 


STATEMENT OF MORRIS WOLF, GENERAL COUNSEL, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Worr. I am informed that on Friday, Foreign Operations 
\dministration sent here a statement in justification of the request 
we have made for authorization of a contribution to the United 
Nations Refugee Emergency Fund and there are here witnesses from 
the State Department and FOA in support of that request. 

I wonder whether the committee would like to hear witnesses in 
support of that at this time or at any time. 

Chairman Cuirerrietp. Do you have a statement you would like 
to make for the record ¢ 

Mr. Wotr. There is a statement which has been circulated to the 
members attached to a letter from Mr. McK. Key, Assistant Secretary, 
to Governor Stassen, dated June 1, 1954. 

Chairman CH1perrieLp. | suggest we put that in the record. 

(The statement referred to is as follows :) 


DEPARTMENT OF STATE, 
Washington 25, D. C., May 28, 1954 
Hon. Roserr B. CHIPERFIELD, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

DEAR Mr. CHIPERFIELD: At my direction your committee is being asked to 
consider a request for a United States contribution to the United Nations Refugee 
Emergency Fund. 

The United Nations Refugee Emergency Fund, which is supported by con- 
tributions from 16 governments and the Holy See, provides one of the least 
costly ways to dispose of refugee groups who otherwise will continue for many 
years to be a burden on the economy of countries friendly to the United States. 
This fund also complements United States efforts to integrate refugees into a 
free world. 

For the above reasons it is my earnest hope that this request will receive your 
thoughtful consideration. 

Sincerely yours, 
JoHN Foster DULLES 
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FOREIGN OPERATIONS ADMINISTRATION, 
OFFICE OF THE DIRECTOR, 
Washington 25, D. C., June 4, 1954. 
Hon. Rosert B. CHIPERFIELD, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. CHAIRMAN: It is the purpose of this letter to present for the con- 
sideration of your committee a small addition to the proposed fiscal year 1955 
mutual security program as this program was originally presented to the com- 
mittee and as it is reflected in the program materials and in the proposed 
working draft mutual security program legislation, 1955, which have heretofore 
been made available. This addition consists of a request for an authorization 
for an appropriation of $500,000 to cover, under the circumstances hereinafter 
described, a contribution of not to exceed such sum to the United Nations Refugee 
Emergency Fund (UNREF) during calendar year 1954. If this authorization 
is approved, it would be our intention to recommend an appropriation in the 
same amount. 

You will recall that Secretary Key indicated to the committee when he appeared 
before it last week that a formal request of this kind would subsequently be 
submitted. The request results from recent discussions within the executive 
branch of this Government and with representatives of the United Nations. It 
reflects the conclusion of the Secretary of State, as stated in the enclosed letter 
from the Assistant Secretary of State for United Nations Affairs, David Key, 
that a contribution of the United States to UNREF is important in terms of the 
furtherance of certain of our foreign-policy objectives. I fully subscribe to this 
conclusion. 

Approximately 2 million refugees throughout the world are embraced within 
the protective mandate of the United Nations High Commissioner for Refugees, 
the administrator of UNREF. Responsibility for the care and maintenance of 
refugees within the competence of his office rests upon the countries in which 
the refugees are located. In certain countries, however, economic and popula- 
tion problems, and other adverse factors, have reduced or eliminated the possi- 
bilities of providing the degrees of care and maintenance necessary in a large 
number of cases. 

it is among those refugees under his protective mandate who are not, and have 
no prospect of, receiving adequate care from their host countries or from any 
other sources that UNREF finds its place. The needs even within this group 
are so great that the UNREF program, with resources up to the present of only 
approximately a million dollars, has necessarily been limited to the most desper- 
ate, needy cases, especially those involving aged, chronically ill, and disabled 
individuals. The majority are ineligible by circumstance or selective definition 
for other public refugee relief programs, or are beyond the means of private 
relief agencies. The nature of the assistance required by, and given by UNREF 
to, many of these refugees is their placement in countries which will receive 
theni for permanent care consistent with the nature of their infirmity. Most of 
the remaining assistance involves the furnishing of medical and hospital aid, 
supplementary feeding, clothing, and special help to other similarly destitute 
cases Whose needs for this help, in the absence of UNREF, would not otherwise 
be met. 

Funds for the support of UNREF have heretofore come from the contributions 
of 16 governments and of many individuals. The Government of the United 
States has not previously been among the contributors, and its failure to con- 
tribute has not only reduced directly the funds available to UNREF, and hence 
the extent to which UNREF has been able to deal with the problems of these 
needy refugees, but it has probably also, in the view of the High Commissioner, 
had a retarding effect upon the willingness of other nations to participate and 
upon nations which are participating to augment their original contributions. 

This worthwhile program should be maintained and a United States contribu- 
tion is essential to its effective continuation. Inasmuch as UNREF is designed 
to deal with difficult cases for which there is no other existing provision, a cur- 
tailment or abandonment of UNREF for want of funds would leave the indi- 
viduals concerned with insufficient help and hope, and would, it is believed, 
represent the abandonment of an opportunity to support constructive activities 
that will further the foreign-policy objectives of the United States. 

Witnesses from the Foreign Operations Administration and the Department 
of State will, of course, be glad to appear before your committee for the purpose 
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of providing further details with respect to this program and of answering any 
questions which committee members may have. Possibly, however, in view of 
the pressures of time on the committee, this letter and its enclosures, including 
the attached statement in justification of a United States contribution to the 
UNREF, will suffice to meet the requirements of the committee. In any event, 
you may wish to incorporate all or some portion of this material in the record 
of your hearings on the fiscal year 1955 mutual security programs. 

We shall provide the committee informally and separately with a provision 
which might be incorporated in the draft legislation if the committee should 
conclude, as I hope it will, to include this item in the legislation which it reports 
out. 

Sincerely yours, 
HaroLD BE. STASSEN, 
Director, Foreign Operations Administration. 


DEPARTMENT OF STATE, 
Washington, June 1, 1954. 
Hon. HAROLD STASSEN, 
Director, Foreign Operations Administration, 
Washington, D. C. 

DEAR GOVERNOR STASSEN: As you know, Secretary Dulles believes that a 
United States contribution to the United Nations Refugee Emergency Fund 
would help further certain of our foreign-policy objectives. 

Consultations between the Foreign Operations Administration, the Bureau 
of the Budget, and this Department have resulted in a decision to recommend 
that the mutual security program for the fiscal year 1955, now before the Con- 
gress, be ameuded to include an authorization and an appropriation for this 
purpose. 

I have attached to the present letter a s,atement setting forth the reasoning 
supporting the Secretary’s decision and detailing the amount and terms on which 
a United States contribution to this fund is now proposed. 

It would be desirable to have this recommended amendment to the mutual 
security program brought to the attention of the appropriate committees of 
Congress at an early date. 

Sincerely yours, 
Davip McK. Key, 
Assistant Secretary. 


STATEMENT IN JUSTIFICATION OF A UNITED STATES CONTRIBUTION TO THE UNITED 
NATIONS REFUGEE EMERGENCY Funp (UNREF) 


It is proposed that the United States participate in the United Nations Refugee 
Emergency Fund (UNREF). This fund provides a means of alleviating certain 
serious refugee situations which will further deteriorate unless speedy action is 
taken, and an opportunity to achieve certain broad foreign-policy objectives. 

The United Nations Refugee Emergency Fund (UNREF) was authorized in 
1952 by the General Assembly to enable the United Nations High Commissioner 
for Refugees to provide emergency care and medical aid to the most needy groups 
among the stateless refugees for whom his office provides legal and political pro- 
tection. Among these there are some 40,000 destitute refugees, located in Europe, 
the Middle East, and China, for whom opportunities for resettlement abroad or 
establishment in the countries of first asylum have been limited. Most compel- 
ling among these refugees are those of the so-called difficult cases—chronically 
ill, disabled and aged—-whose opportunities for resettlement must depend on the 
generosity of governments and voluntary agencies willing to provide lifetime 
institutional care. Equally compelling is the destitute situation of the estimated 
14,000 refugees of European origin in Shanghai and Hong Kong. Whether ill and 
disabled or simply destitute, all of these refugees must patiently wait out the 
development of some permanent solution to their problems. Meanwhile their 
urgent relief needs, varying in degree and duration, are not being met adequately 
either by the countries where they reside or by other programs. Countries grant: 
ing asylum to these refugees in most cases offer some welfare assistance as well, 
but this aid is either inadequate or below the level required for basic subsistence. 
The relief programs of private voluntary agencies are limited by heavily burdened 
budgets. There is little or no facility for meeting the special requirements of the 
difficult cases requiring institutional care. 
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The Intergovernmental Committee for European Migration (ICEM) provides 
transportation and related services to refugees en route to countries of resettle- 
ment rather than care and maintenance. Most of these refugees do not meet 
the standards for acceptance by immigration countries, though a good number 
of them might be brought up to standard by UNREF aid. UNREF is the only 
source of aid to which most of these refugees can turn for the supplemental 
assistance they so desperately need, and funds available to the High Commis- 
sioner were almost exhausted by the end of April 1954 by the great demands 
upon them. 

A United States contribution at this critical point in the emergency fund's 
existence is justified mainly by the pressing relief needs of these refugees. 
It would, at the same time, serve to further certain of our foreign policy 
objectives. Important among these is the objective of promoting continuity of 
hitherto generous asylum policies of countries friendly to the United States. 
Policies of asylum entail burdensome welfare costs, and this international fund, 
to which 16 governments have contributed, is the most feasible means available 
to the United States of providing assistance from sources external to the coun- 
tries of asylum in supplement to the considerable contributions already made 
by them. It is also the most effective means of meeting the needs of both the 
difficult cases and the destitute groups, who otherwise will remain both a con- 
siderable burden on the economies of these countries, and a source of local tension 
within and, at times, between countries. 

United States financial support of UNREF would also have the beneficial 
effect of backing the office of the High Commissioner which suffers constant and 
bitter abuse from the U. 8S. S. R. and its satellites. They attack the High Com- 
wissioner and his motives, accusing him of prolonging the miserable conditions 
of refugees in order to make it easier to recruit from their midst persons who 
could be enrolled into imperialist military units, used for subversive activities 
of espionage and sabotage against the Communists, or as victims of capitalist 
exploitation. They challenge the legality of his office because he promotes volun- 
tary resettlement in new countries or assimilation in countries of asylum rather 
than forced repatriation behind the Iron Curtain. 

On the other hand the High Commissioner has not yet received effective support 
by the strongest government in the free world, a denial which disparages his 
efforts in the eyes of the countries that look to the United States for leadership 
Absence of a United States contribution has handicapped the High Commis- 
sioner’s efforts, since he reports that other potential and some past contributors 
have been reluctant to contribute or continue contributions. Financial participa- 
tion by the United States in the UNREF program would produce effective benefit 
to refugees since it would stimulate other contributions. 

In addition, the contribution herein suggested would demonstrate to the some 
10 friendly European governments—including Belgium, France, the Netherlands, 
Denmark, Sweden, Switzerland, and Ireland—which are generously accepting 
numbers of difficult cases—notably the tubercular, blind, and crippled—for life- 
time care in institutions, that the United States, recognizes the plight of this 
particular group. 

UNREF funds, as indicated in the foregoing, are expended on behalf of refugees 
in urgent need of assistance. In most cases, such assistance is supplemental to 
the contributions of local governments, which, limited by their resources, are 
clearly inadequate. In respect to European refugees in China, however, UNREF 
aid is virtually their only means of support. Numbers of these refugees are 
resettleable under other existing programs provided that they can reach Hong 
Kong. The High Commissioner, because of his past assistance to this group, 
and because of the multiple currencies available to him through contributions to 
UNREF, is in a unique position to maintain these refugees until they can reach 
Hong Kong and to aid them in so doing. Their situation in China is desperate 
and will deteriorate further should UNREF aid be withdrawn because of lack 
of funds. Withdrawal of aid for these refugees was imminent in 1953 because the 
High Commissioner's funds for this purpose were exhausted. Although con- 
tributions to UNREF from governments other than the United States postponed 
this threat for the balance of 1953 and into early 1954, now once again the avail- 
able resources have been rapidly depleted. If new funds for UNREF are not 
forthcoming soon the deteriorating condition of many of these refugees may bar 
their acceptability for eventual resettlement and this striking rescue operation 
would be seriously impeded. Such a situation would play directly into the hands 
of the Soviets and, conversely, would be damaging to the interests of the free 
world as well as of the refugees. A contribution from the United States would be 
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used to meet the High Commissioner's commitments in Europe and the Middle 
hast, thus freeing for use in China the other currencies most effectively employed 
in that area. 

The relief program of UNREF in no way overlaps with that of the escapee 
program (USEP) and the Intergovernmental Committee for European Migration 
(ICEM). Each has a specific function to perform, independently but in harmony 
with the others. Effective liaison has been established and is maintained to 
the end that each can accomplish more successfully the fulfillment of its 
objectives 

Sixteen governments along with the Holy See have contributed $957,012 to 
UNREF. Additional funds received from private organizations and individuals 
and other sources brings to $1,294,086 (table A) the total resources available 
to the fund since its inception in July 1952 to March 31, 1954. (Attached as 
table B is a schedule of contributions from governments as of the latter date.) 
The major part of these funds, $758,787, were expended on material assistance 
to the destitute refugees of European origin in China, including care and medical 
aid in Shanghai and Harbin, and maintenance in transit through Hong Kong. 
Except for $185,815 in uncommitted funds and some $26,000 administrative 
expenses, the remainder of $325,441 was used to make grants for the placement 
in institutions in Europe of difficult cases from China, to implement a number 
of small relief projects in the Middle East and Europe, and for essential health 
programs particularly to combat tuberculosis among refugees. Table C con- 
tains a schedule of grants for emergency aid other than that provided in China 
and for placement of difficult cases in Europe including those originating in 
China. 

The High Commissioner is appealing to governments for funds totaling 
$1,084,000 in an effort to meet for the balance of 1954 the minimum needs of the 
most urgent cases of destitution within the mandate of his office. The High 
(Commissioner has already spent between January 1 and April 30, 1954, the sum 
of $138,000, received previously from governments in 1954, in providing care for 
refugees in China. Adding this sum to the request of $1,084,000 for the balance 
of the year 1954 makes the total requirements for the year 1954, $1,222,000. 
Table D shows the estimated numbers of refugees to be aided and the amounts 
required for that purpose in each country. This table constitutes the program 
the High Commissioner plans to carry out should the funds requested be forth- 
coming. As in the past, over half of the proposed aid for the balance of 1954, 
$556,000, is planned for the European refugees in China: $276,000 for care and 
maintenance of the 1,600 most destitute refugees now residing in China, includ- 
ing some 250 in transit monthly through Hong Kong; and $280,000 for the place- 
ment in institutions in Europe of some 500 to 600 difficult cases from China. 
The balance is planned for use in continuing to implement a number of small 
projects to provide supplementary material assistance and medical care to urgent 
cases among the refugees in Europe and the Middle East. Attached as table E 
is a narrative summary of the proposed emergency aid in each country. 

It should be noted that provision is made for the placement of difficult cases 
only for the 500 to 600 in China, and for the 68 in the Middle East. The right- 
hand column of table D gives estimates of the number of difficult cases in various 
countries; however, as stated in footnote 1 of this table, with the exception 
of those in China and in Syria, Lebanon, and Jordan, these difficult cases have 
not been budgeted for in the present estimate of needs. The High Com 
missioner considers the needs of the difficult cases in China as his most com- 
pelling responsibility, demanding first priority on funds available to him. As 
solutions are found for these cases, the High Commissioner hopes to be able, 
in the future, to use additional resources, when available, for the much larger 
number of difficult cases in Europe. Since the present estimates were submitted 
by the High Commissioner, the Netherlands Government has proposed that 
the members of the Council of Europe make a major effort to make available 
to the High Commissioner a fund of $5 million to be used exclusively to find 
solutions for the difficult cases in Europe in the hope of finally solving this 
serious problem. It is likely that the existing facilities of the generous gov 
ernments which have accepted such cases to date will prove inadequate and 
that development by European governments of additional institutions will be 
required. This new fund, if obtained, will substantially expand the facilities 
for placement of difficult cases, and may facilitate the task of finding solutions 
for those difficult cases residing in areas outside of Europe. 

Because of the importance of United States financial participation in UNREP, 
request is made for authorization of appropriation in an amount of $500,000 
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to cover the United States contribution to UNREF for the calendar year 1954. 
This United States contribution would constitute approximately 50 percent of 
the funds—$1,084,000—which the High Commissioner is endeavoring to raise to 
cover the needs set forth for the balance of calendar year 1954. However, 
taking into account the $138,000 which the High Commissioner has already re- 
ceived from governments in 1954 and expended in relief to refugees in China 
between January 1 and April 30, 1954, the United States contribution of $500,000 
in calendar year 1954 would constitute 41 percent of $1,222,000, which is the 
total budget of requirements for calendar year 1954. 


Tasre A.—United Nations Refugee Emergency Fund—Income and Expenditures 
for the period July 1, 1952, to Mar. $1, 1954 


Contributions: 





III i gintneicninbigtbininnntitinatintibintatepmten paints $957, 012 
International Refugee Organization___.._._____-_.___ 246, 698 
SERIES: CONOR nncciccices opr etnmtnetrcninie ey 90, 376 
————_ $1, 294, 086 
ixpenditures and commitments, China operation: 
Payments to and commitments at Mar. 31, 
iii ssct cine amet sme $733, 787 
Payments due to staff on liquidation_._.__ 25,000 
—- 758, 787 
Emergency aid and placement of difficult cases: 
IN NN 2 i ennaieitbackinneuals 208, 571 
I cuits tcuiincnintinines 116, 870 
————— 325, 441 
DREN ERRNO. ink i habit dese nr sewn enticien 26, 043 
————_ 1,110, 271 
Balance of the fund at Mar. 81, 1954.................._...__.. 183, 815 


TABLE B.—United Nations Refugee Emergency Fund—Contributions from 
governments as of Mar. 31, 1954 


















Received Pledged Total 

Australia (2 contributions) cane a $111, 646 |_..._. ~~ $111, 646 
Austria __--- 7 aod B Gee dn sctu ls. ule 1, 923 
Bee ode. ANd. SAUL Eo chine abide edad biuns ~phetoe OD, ORD Bisa cee wed wy 40, 000 
Canada a. ee / eS ae 100, 462 i lat 100, 462 
Denmark (2 contributions) - ie 14, 607 $14, 477 29, 084 
Federal Republi¢ of Germany ot : 13, 096 JOT ab sk 13, 096 
France USA Rss Loess il Sees J 85, 714 |... jantenes 85, 714 
Greece ° wis ée mdnd debate a 1, 000 Dennen’ 1, 000 
Holy See aa et Y 5 tle cating c ee Geo te 2, 000 
Liechtenstein. -- hones eddbok 467 467 
Luxembourg (3 contributions) des oa bitte 7 Ff =a 2, 970 
Netherlands (2 contributions) , 35, 263 50, 000 85, 263 
New Zealand : ‘ : AE we edi nesianig ance 27, 991 
Norway (2 contributions) ‘ 14, 104 14, 104 28, 208 
Sweden ss jit adedee 5 cise dien. ES aeperremereyes «. 19, 492 
Switzerland (3 contributions 80, 967 46, 729 127, 696 
United Kingdom : Ss UE Eetatencesseses 280. 000 

ets, Bd. 2k. Bilin tue tins diiielidijewds-- 831, 235 125, 777 957, 012 
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TaBLE C.—United Nations Refugee Emergency Fund—Grants for emergency aid 
and placement of difficult cases as of Mar. 31, 1954 


In— Made Committed | Total 

Austria : $34, 046 $10, 530 $44, 576 
DeMOM : 3 x siivietepndddo ded : ‘ 1 14, 461 2 2, 504 16, 965 
France . . 40, 000 3, 439 43, 439 
Federal Republic of Germany 17, 219 17, 219 
Greece _- endeou . , 28, O88 13, 397 36, 485 
Ireland __. a ; . 4 20, 000 20, 000 
TROT. .ceceneetenes — 25, 000 25, 000 
Middle East_- 25, 582 7, 500 33, O82 
Norway a é 412, 500 12, 500 
Spain....-- cubensis smeviol 410, 000 10, 000 
Sweden : ; 46,000 6, 000 
Switzerland ; ‘ 3,175 25, 000 28, 175 
Trieste . 20, 000 20, 000 
Turkey. 12. 000 12, 000 

Total... e 208, 571 116, 870 325, 441 


1 Including $13,000 for placement cf difficult cases 
2 Including $1,500 for placement of difficult cases. 
3 Including $20,000 for placement of difficult cases 
4 Grants solely for placement of difficult cases. 


Taste D.—United Nations Refugee Emergency Fund—Statistical table showing 
proposed emergency aid from UNREF during 1954 


Total amount Number of 





Country requested gees | difficult cases 
for UNREF amount Is recorded iS it 
intended to Apr. 1, 1954! 
issist 
one 
China and Hong Kong { Foatoms 1, 600 500-600 
Austria 130, 000 23, 000 1, 500 
Italy 40, 000 2, 800 1,000 
Trieste 10, 000 500 700 
Greece 110, 000 6, 500 900 
Turkey 50, 000 450 143 
Egypt 45, 000 1, 500 
Iran. 36, 000 400 101 
Syria, Lebanon, and Jordan 107, 000 500 ‘68 
Total ‘ ‘ 1, 084, 000 37, 250 
Already spent in China, January to April 1954 138, 000 
Total budget, 1954.............. 1, 222, 000 


! These figures are based on surveys, as yet incomplete, carried out by voluntary agencies in consultation 
with representatives of the High Commissioner. They are minimum figures of the so-called institutional 
cases. Placement of these cases in institutions (with the exception of those in China and in Syria, Lebanon, 
and Jordan) have not been budgeted for. 

2 For period May to December 1954. The High Commissioner has already spent, from funds received or 
pledged, $138,000 during the period January to April 1954. 

3 For placement of institutional cases from China and Hong Kong in Europe 

4 Institutional cases and dependents, included in the budget for assistance in 1954 


TasLeE E.—Unitep NATIONS REFUGEE EMERGENCY FUND 


NARRATIVE SUMMARY OF PROPOSED EMERGENCY AID IN 1954 
China 


The number of refugees of European origin still in China is estimated to be 
over 14,000. When the High Commissioner took over responsibility for this 
group in February 1952, some 2,000 of them were receiving financial assistance. 
In spite of the efforts of the Migration Committee (ICEM) and the voluntary 
agencies to accelerate resettlement from this area, and the generous cooperation 
of many governments in granting entry visas, enabling some 3,000 refugees to be 
resettled between February 1952 and September 1953, the group of refugees 
requiring maintenance in China remains at about 1,000, including many difficult 
cases. In addition, the High Commissioner has been financing out of UNRBF 
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funds the upkeep in Hong Kong of those refugees who have been admitted pend- 
ing resettlement. Funds programed for this purpose were exhausted by the end 
of 1953. By devoting all assets remaining in the fund at that time, however, the 
Hligh Commissioner has been able to continue this operation into 1954, at the 
expense of all other relief projects in other parts of the world, including the 
further placement of difficult cases. The required amount to continue this aid 
for the balance of 1954 is $276,000. 

One of the most tragic elements of the refugee situation in China is the fate 
of the 500 to 600 difficult cases requiring institutional care. This group is com- 
posed of the tubercular, blind, mentally sick, physically handicapped, chronically 
sick, and aged refugees. At the beginning of 1953 they numbered some 670 per- 
sons, including 210 family members. Out of this number, 216 sick and 62 family 
members received emergency assistance from UNREF. In his efforts to find 
placement opportunities for these difficult cases the High Commissioner has made 
personal approaches to 10 governments and has found permanent placement pos- 
sibilities for 318 persons. Belgium has agreed to take 33 and France 35 aged 
persons, the Netherlands 34 TB, disabled, and sick cases. Denmark has agreed 
to take 32 cases including mental, aged, and blind; Sweden 34 cases, of which 12 
are TB cases with 9 family members. Switzerland has agreed to take 50 cases 
from the aged, disabled, sick, and blind categories, and Norway 25 aged and 
sick. Ireland, Spain, and Portugal have, in principle, agreed to envisage the 
admission of 75 cases between them. All these cases will be hospitalized either 
in government institutions or in homes administered by the voluntary agencies. 
Whenever necessary the High Commissioner contributes from UNREF funds 
initial installation grants of up to $500 per case to facilitate the permanent place- 
ment of these refugees. A sum of $280,000 is programed for this purpose in the 
current estimate of needs. 


Austria 

Of the 37,250 needy refugees listed, the largest number, 23,000 are in Austria, 
of whom some 8,000 are difficult cases maintained by the Austrian Government. 
UNREF funds will be programed to provide supplementary welfare assistance 
for this group until such time as final solutions can be found for them. Main- 
tenance for the balance of some 15,000 refugees is also recognized as basically 
the responsibility of the Austrian authorities. However, the maintenance pro- 
vided is at a minimum. There is great need for supplementary assistance in 
order to provide something more than a bare existence. The $130,000 programed 
by the High Commissioner will be required to provide medical care, children’s 
welfare, supplementary feeding, as well as for welfare assistance to the diffi- 
cult cases. 


Greece 

In Greece the High Commissioner plans to provide medical care and supple- 
mentary feeding and clothing to some 6,500 refugees. The Greek Government 
has only been able to provide food and shelter to groups of refugees in camps on 
a very moderate basis. Postwar refugees from areas of persecution are entitled 
to some assistance from the Government. Small allotments of food are provided 
to refugees who arrived during the last 2 years, and who are accommodated in 
camps. There are known to be over 1,500 refugees in camps in the Athens- 
Piraeus area who do not receive any food or allowance. In northern Greece 
there are 350 refugees who receive 1 meal per day, 1,080 who receive the 
equivalent of $1.65 in food per month, and on the island of Corfu there are 180 
refugees who receive the same amount per month in cash. On the island of 
Rhodes there are approximately 100 aged refugees who receive an allowance of 
$0.16 per day. 

The situation of the largest group of refugees not living in camps is extremely 
serious, because they are located in the poorest districts, where benevolent 
societies and the church are already preoccupied with the destitute Greek 
nationals. The Government has provided a special although necessarily limited 
fund in its budget for medical assistance to refugees. Much attention must still 
be given to the prevention of TB, and provision must also be made for the con- 
valescence of refugees. There is a very great need for medicine and medical 
appliances, etc. Free hospitalization is only obtainable if and when a free bed 
is available. In cases where this is possible special treatment or surgery can 
usually only be given if the needed medicine, X-ray films, etc., are supplied on 
behalf of the patient from outside. Insurable patients can no longer be hos- 
pitalized free of charge, as all free beds are occupied and reserved for patients 
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who applied more than a year ago. The Greek Government has recently felt 
obliged to make considerable reductions in health and welfare services. The 
provision for medico-pharmaceutical assistance to refugees had to be reduced. 
A sum of $110,000 is programed to provide the minimum necessary supplementary 
food, clothing, medical, and hospital assistance. 


Italy 


The number of refugees living out of camp in Italy is between 35,000 and 
40,000. During 1953, a sum of $25,000 (table C) was allocated from the emer- 
gency fund for relief in the most needy cases. This relief took the form of 
monthly allowances to the most destitute families, medical care, including hos- 
pital treatment, dental treatment, and small grants in exceptional cases in order 
to facilitate emigration or obtaining employment; $15,000 of the allocation was 
expended through the National Catholic Welfare Conference, and $10,000 by the 
American Council of Voluntary Agencies which, in collaboration with the Italian 
Red Cross, set up a program of medical assistance which has provel invaluable. 
A similar allocation is proposed as indispensable to enable this program to be 
continued during 1954. In addition a sum of $5,000 is considered necessary for 
the purchase of clothing for the especially destitute cases, and a further sum of 
$10,000 for the emergency needs of 1,000 newly arrived refugees. 

Egypt 

There are some 1,500 refugees who are in dire need but do not benefit from 
governmental services. This applies especially to a group of aging White Rus- 
sian refugees. A sum of $45,000 is programed to provide medical assistance, sup- 
plementary feeding and special aid to the more aged refugees. 

Trieste 

The essential needs of the refugees in camps in Trieste are assured by the 
Allied Military Government from funds provided by the Italian Government. 
The most important requirement which is not adequately supplied is clothing, and 
a sum of $10,000 is programed to provide additional clothing to the 500 most 
needy cases among the over 3,000 refugees in Trieste. 

Syria, Lebanon, and Jordan 


The situation of approximately 500 European refugees in these three countries 
is precarious and the only relief in 1958 was that disbursed from UNREF via 
the voluntary agencies. A sum of $107,000 is programed to provide supple- 
mentary food, medical assistance, clothing, and special help to aged refugees. 
Included are some 68 difficult cases whom the High Commissioner plans to place 
in institutions in 1954. 

Turkey 

Among the 2,200 refugees in Turkey within the High Commissioner’s mandate, 
there are 450 cases badly in need of assistance. They require supplementary 
food, clothing, medical, and hospital assistance, and a sum of $50,000 is pro- 
gramed for this purpose. 

Tran 

There are some 400 destitute cases in Iran including a number of aged, 
disabled, and sick who desperately need emergency assistance. A sum of $36,000 
is programed to provide medical assistance and supplementary food and 
clothing. 


STATEMENT OF GEORGE WARREN, ADVISER ON REFUGEES AND 
DISPLACED PERSONS, DEPARTMENT OF STATE 


Mr. Warren. Mr. Chairman, I would be very glad to answer any 
questions that the committee members may have on this. This is a 
new proposal. It rounds out the general effort the United States is 
making to resolve as soon as possible the total refugee problem, and 
it gives certain support to our efforts and general support to the 
United Nations because this isa U.N. activity. The effort of the High 
Commissioner is completely complementary to the other efforts which 
the United States is making through the Migration Committee and 
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through the escapee program, and this effort will further the general 
overall policy to bring as early as possible a resolution of the refugee 
problem in Europe, the Near East and Far East, in the general inter- 
est of implementing our overall policy of getting these ‘people either 
resettled or integri ated and on a self- dependent. basis as quickly as 
possible. 

Chairman CurrerrieLtp. How much is involved / 

Mr. WarrReEN. $500,000. 

Mr. Vorys. Is this on a percentage basis? 

Mr. Warren. The High Commissioner is appealing for something 
in excess of $1 million for the balance of this year. He has aoeany 
spent a certain amount of money that he has raised earlier this yea 
so that our contribution of $500,000 at this time would constitute 50 
percent of the amount that he js trying to raise for the balance of 
the year and 41 percent of his total antic ipated income and expendi- 
tures for 1954. 

Mr. Vorys. I note in your statement that 16 governments along 
with the Holy See have contributed $957,000 to UNREF and addi- 
tional funds from private organizations brings the amount up to 
$1,294,086. 

Now, the United States has or has not made any contribution ¢ 

Mr. Warren. It has made no contribution heretofore, Mr. Vorys. 

Mr. Vorys. Is our contribution to ICEM not available for this? 

Mr. Warren. That is available only to move both migrants and 
refugres out of Europe. Between February 1, 1952, and December 
31, 1953, ICEM moved out of Europe to places of resettlement over- 
seas, 47,000 refugees who fell under the High Commissioner’s man- 
date, and therefore reduced the High Commissioner’s problem to 
that extent. 

The ICEM contribution helps and it js a help in movement where 
refugees are able to get visas. 

Chairman Currerrietp. As I understand it, there have been draft 
provisions given to this committee on this matter. Is that correct? 

Mr. Wor. I think so. I stated what the proposed section would be 
but I am not sure it has been circulated among the committee mem- 
bers. 

I thought that I had quoted the proposal. Perhaps I didn’t. 

Chairman Curperrre.p. Let’s put it in the record to be sure. 

Mr. Wotr (reading) : 

Sec. 702. EMerGency Rerucee Care.—There is hereby authorized to be ap- 
propriated for the fiscal year 1955 not to exceed $500,000 for contributions to 
con United Nations Refugee Emergency Fund. 

r. Vorys. Under the Kersten amendment, aid can be given to per- 
sons escaping from European countries and I think as presently 
worded and as proposed to be worded in this legislation, it is to be 
given to those escaping from Communist countries anywhere. 

Now, why wouldn’t that cover all except the possibly hard core 
remnant of the original DP’s. 

Mr. Warren. That is pretty much the case, Mr. Chairman. 

The escapee progr am is concerned with the more recent escapees. 
Those who have come out from behind the Iron Curtain since the war 
and particularly since January 1, 1948. 
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The High Commissioner under his mandate is concerned with all 
refugees, irrespective of their date of exit from their country of origin 
and while a good deal has been accomplished since the termination of 
IRO is getting the European countries to reassume the natural process, 
the care of refugees residing on their territories and assuming basic 
responsibility for them, there are certain areas like Austria, Italy and 
(sreece and in the Far East and Near East, where the economic possi- 
bilities and resources of those particular countries are insufficient to 
provide a decent standard of care for those persons who do not qualify 
under the escapee program terms of eligibility. The escapee program 
is more interested in assisting those of some politic al significance who 
have escaped in rather recent years. That is namely since 1948. 
Many of the persons whom the High Commissioner is assisting have 
been out a long time. They are not eligible under the present. terms 
of reference of the escapee program and merely because the Office 
of the High Commissioner exists, his office has been able to develop 
possibilities of permanent settlement for some of these people, par- 
ticularly in the Western European countries, which, with a little 
assistance from the United States, could be exploited with the result 
that some thousands would be permanently established as a result of 
the operation of this fund who would not be established by any other 
agency. 

Mr. Vorys. I just made a rapid check here. There is a total of 
seven different programs for doing something about DP’s and es- 
capees. I wonder whether it is necessary to have all of these programs 
going at once. I realize each of them is a little different, but whether 
there is any integration or coordination between them, I presume you 
are the man who would know. 

Chairman Cuurerrietp. Also, if this authorization was not needed 
until the present time, why is it needed now ? 

Mr. Warren. It is a matter of development, Mr. Chairman. 

During 1952, the International Refugee Organization was terminat- 
ing its services and there was a certain amount of residual funds 
available during those 2 years which became available to the volun- 
tary agencies and to the High Commissioner in order to speed up 
this program of getting these refugees either resettled or integrated. 
In addition to that, the fund became available under ICEM of $1 
million for the relief of refugees in Trieste. 

With the operation of those funds that were available from other 
sources, it did not seem important to the United States to make a 
contribution to this effort previous to this time. 

Chairman Curperrrerp. Will this provision increase the total 
amount of the bill by $500,000? 

Mr. Warren. I believe it will; yes, sir. 

Those other sources of funds that were available in 1952 and 1953 
are not available this year, Mr. Chairman, and consequently it seems 
necessary to the Secretary—— 

Mr, Vorys. Which Secretary ¢ 

Mr, Warren. The Secretary of State and Mr. Stassen—to partic- 
ipate at this time in this effort which does not ove rlap in any way the 
other programs that Mr, Vorys has already listed. It is comple- 
mentary to them and will provide an instrument for United States 
participation in all of the efforts now underway under various 
auspices, to bring this problem to as early a solution as possible. 
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Chairman Cutrerrmevp. Are there any further questions? 

Mr. Vorys. I have two other questions, Mr. Chairman. Fae 

Looking at table D, “The approximate number of refugees this is 
intended to assist, 37,250,” where are those refugees from? 

Mr. Warren. The Soviet Union satellite countries, Yugoslavia. 
They are of the same nationality or former nationality as those as- 
sisted by the escapee program. They have come out in earlier years, 
are still in the refugee state, are still living in camps and are still 
wholly or semidependent. There are possibilities as I indicated that 
the Office of the High Commissioner has stimulated for final disposi- 
tion for many of them, providing the High Commissioner can be 
given the funds to exploit those possibilities. 

In Austria, in Greece, the standard of assistance provided by the 
countries, by the Governments, is extremely low. There is particular 
need for medical supplies and services, hospitalization. 

In Turkey, there is virtually no assistance to the alien refugee and 
that is pretty much the same situation in Egypt, Iran, Syria, Lebanon, 
and Jordan where they are entirely dependent, without the High Com- 
missioner, on the very limited services which the voluntary agencies 
can supply. 

All of this assistance is administered through the voluntary 
agencies and it is in supplement. to their funds which are always ex- 
hausted and always inadequate to meet even the basic necessities. 

Mr. Vorys. For Syria, Lebanon, and Jordan, where there are 500 
listed, there are a good many of the 800,000 Arab refugees in those 
countries. 

Mr. Warren. These are not the Arab refugees. These are European 
refugees. In Syria, Lebanon, and Jordan, there are 68 old people for 
whom there are possibilities of placement in institutions, which the 
High Commissioner could place on a permanent basis if he had these 
funds to do it. That is the same situation in China and Hong Kong: 
of the 1,600 listed there he already has opportunities for permanent 
placement of some 325 in institutions for old people and sick people in 
Europe. 

Mr. Vorys. We have the report of our two able members who were 
delegates to the last session of the United Nations, their report at page 
65 had to do with the continuation of the Office of the United States 
Nations High Commissioner for refugees. 

Dr. Mayo, who was one of our delegates, spoke in the Third Com- 
mittee, in support of the proposal for continuation of and endorsing 
the work of the High Commissioner but he urged that the High Com- 
missioner give primary attention to legal and administrative protec- 
tion and not overextend his operations by engaging in more ambitious 
projects. Many other delegates advised similar support of the High 
Commissioner. 

Was there a resolution in the United Nations adopted which put 
the High Commissioner into the operational field. 

Mr. Warren. No, the High Commissioner is not in the operational 
field. A resolution was adopted at the last session of the assembly, 
continuing his office for a period of 5 years. The Office is established 
primarily in order to provide legal protection for refugees, particu- 
larly in the European countries, where their civil status would other- 
wise be based entirely on treaties of reciprocity. In view of the fact 
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that they are outside their own countries and their own governments 
will not support them, there is a necessity for the United Nations 
High Commissioner to intervene constantly with the governments of 
their countries of residence in order to secure for them the opportuni- 
ties to work, education for their children, the minimum requirements, 
in order that they may become self-dependent. He is supported in 
that effort by the Convention Relating to the Status of Refugees 
which is now in effect, and he has the responsibility for observing “the 
application of the provisions of that convention which accomplished 
those purposes. 

However, he has a general overall] responsibility for the welfare of 
refugees that are under lis care, and he finds, as is listed in this 
table D, that there are certain groups in certain limited areas that are 
in desperate need of assistance which are not covered by any other 
national, public, international or unilateral program and to whom 
the measures of assistance that the governments of residence provide 
are inadequate to give them a decent standard of living and an oppor 
tunity to become self-dependent. 

Now, this group is gradually being pared down each year by 
emigration and by arrangements for placing the old people in insti 
tutions and the total number in this situation is admittedly small. 
Others are coming into this position because of the passage of time, 
many of the refugees who were not considered in need of institutional 
care When IRO terminated have since come into that state in the 
intervening years so that while the number is gradually being cut 
down there is also some increment taking place, too. 

Mr. Vorys. There are some camps still in Germany, are there not ¢ 

Mr. Warren. Yes. 

Mr. Vorys. But those are not included in here ¢ 

Mr. Warren. Only with respect to the alien refugees in Germany. 
The German refugees in Germany are not included in this because 
they are nationals ‘of Germany. 

Mr. Vorys. The list of countries in table D does not include 
Germany ¢ 

Mr. Warren. The situation in Germany is pretty good. 

Mr. Vorys. As I understood it, as TRO terminated it was con- 
templated there would be a hard core of just these people you de 
scribed, of difficult cases who would be too old to move out of Germany 
and so forth and it was contemplated that they would be a responsi 
bility of Germany. Is that still the proposition ? 

Mr. Warren. That is still true. 

Mr. Vorys. Now, those are aliens in Germany ¢ 

Mr. Warren. Yes; those are aliens in Germany and not German 
refugees or German nationals in any sense. As you will notice there 
is no item for Germany in this list. 

Mr. Vorys. How many are still in that group? 

Mr. Warren. I can’t give you accurate figures for Germany. 

Mr. Vorys. Give them roughly. 

Mr. Warren. The High Commissioner cites two groups. That 
group in China, of five or six hundred, and 68 in Syria, Lebanon, and 
Jordan who are included in this budget. Otherwise he has already 
identified an additional 5,000 of such old people who require 
institutional care 

Mr. Vorys. But none of them are now in Germany ? 








1032 


Mr. Warren. None of them are now in Germany. 

Mr. Vorys. What I asked was, How many are in Germany of the 
same categories; that is, aliens in Germany who are institutionalized 
and who require institutional care? 

Mr. Warren. I can’t answer that categorically, Mr. Vorys, but I 
would say it is in terms of hundreds, rather than thousands, and for 
this reason: When IRO made its final arrangements with Germany, 
very fortunately it was provided that in consideration of the cash 
grant made either to the German Government or the German volun- 
tary agencies, the reception agency, the agency with which negotia- 
tion was made, in consideration for this cash grant and the turnin 
over of certain installations, not only agreed to take the aged oa 
infirm and those requiring institutional care at the moment that the 
contracts were made, but also those who would arise or fall into that 
situation in the future. So we were rather fortunate in the IRO 
final negotiations. 

It appeared impossible in Greece, in Austria, and in Italy, to make 
similar arrangements. The Governments were just not willing to do 
it. 

The result is that in Germany you have an inheritance from the 
IRO that continues to operate to take care of these people. In Aus- 
tria, Italy, Greece, and these other countries, we have not. These 
people are coming in, they are growing older all the time, and are 
coming into this situation. 

Mr. Vorys. Mr. Chairman, I just want to read one more sentence 
from the report on the Eighth Session of the General Assembly of the 
United Nations: 


Since the United States regarded the statute as obsolete and ambiguous in 
certain respects, the United States delegation submitted an amendment by which 
the Assembly would not “reaffirm” the statute, but would continue the office “on 
the basis of the statute.” 

This was accepted by the sponsors. 

I have already referred to what was apparently our position, that 
the High Commissioner should stick to legal and administrative 
measures and not overextend his operations. 

Were you the adviser this year to our people on the third committee? 

Mr. Warren. No; I was not present in New York. I am familiar 
with that situation, Mr. Chairman. 

The statute of the High Commissioner was drafted in 1950—in 
1949 and 1950. It is not considered a perfect instrument. It does 
require a certain amount of revision and touching up, the clarification 
of certain provisions. Specifically, it will be highly desirable to bring 
the statute of the High Commissioner completely into line with the 
Convention Relating to the Status of Refugees which contains differ- 
ent definitions and had more care and study in its drafting so that 
there would be no ambiguities between the statute of the Office of the 
High Commissioner and the convention which he is supervising, 

There were other problems with respect to the terms of reference 
of the advisory committee of the High Commissioner, of 15 govern- 
ments, and items of that sort, It would appear that it would be wise 
to straighten them out when the opportunity arises, but the general 
verdict of Committee 3 was that that should not be attempted, at. this 
time, and that it should merely proceed to continue the office for 5 
years on the basis of the present statute. 
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Mr. Vorys. Thank you. 

Chairman Currerrtevp. Are there any further questions? 

Mr. CarNnanan. I would like to ask one question: Is this group of 
difficult cases increasing or is it decreasing? Are there more people 
being admitted into it every year than are being processed out ? 

Mr. Warren. I think overall they are decreasing. The numbers 
who are being resettled and pee established because of that 


resettlement are increasing all the time at a higher rate than the entry 
into this group. It is going to be a slow process, however, frankly. 
I could not assure you that this group would be entirely wiped out 
within the year. Some of the refugees who were under the care of 
IRO and are now under the basic care of the western European coun- 
tries are getting older and becoming ill and consequently joining this 
group. As I said the High Commissioner has already identified in 
these same countries approximately—they are listed here in the fourth 
column of table D: 1,500 in Austria; 1,000 in Italy; 700 in Triéste; 
900 in Greece; 153 in Turkey; and 101inIran. Those are all the older 
people for whom settlement in institutions has to be found. Now, at 
the present time the High Commissioner has offers from Sweden, Swit- 
zerland, Denmark, the Scandinavian countries generally, the western 
European countries including France, to place some of these people in 
institutions. The groups starting with 1,500 in Austria and 101 in 
Iran are not included in these budgets. They are merely listed as a 
matter of information. In the meantime, Queen Juliana of the Neth- 
erlands has appealed to the Council of Europe to raise among them- 
selves something like $5 million which, if raised, would be adminis- 
tered through the High Commissioner and applied to the resolution 
of the problems of that group of people. I would say that overall 
the refugee population gradually and slowly is being constantly re- 
duced, because of the various efforts that have been made to resolve 
the problem. 

You must realize we started in July 1947 with a population of 1.6 
million who were in desperate need in Europe. IRO moved out 1 
million. Four or five hundred thousand have gotten themselves estab- 
lished in Europe, and these are the more difficult cases still encamped. 
The High Commissioner lists as of a few weeks ago in his present 
report, 87,677 refugees under his mandate still in camps in Europe. 
We want to assist 37,000 of the group. 

Mr. Avatr. Mr. Warren, does this particular program have any re- 
lation to the Chinese at Hong Kong at all? 

Mr. Warren. Not the Chinese in Hong Kong. 

Mr. Apatr. I am speaking about the Chinese refugees there. 

Mr. Warren. No, it doesn’t touch the Chinese refugees in Hong 
Kong. It touches the European refugees—the refugees of European 
origin who are still in Shanghai and come through Hong Kong when 
the voluntary agencies are able to get visas to Australia, New Zealand, 
Brazil, Canada, countries that are willing to take them. 

The High Commissioner is assisting about 1,000 of those refugees 
in Shanghai, at the present time, of whom some five or six hundred 
are of this hard-core group. They are moving out of Shanghai 
through Hong Kong at the rate of 300 to 400 monthly. They move 
through Hong Kong and to Australia, the Latin American countries, 
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The High Commissioner assists them in Shanghai and also during 
their transit in Hong Kong. This does not touch the Chinese refu- 
gees from China who are in Hong Kong who number one and a quar- 
ter million, approximately. 

Mr. Apair. [ there any reason why those people could not be 
touched by this program? Iam speaking now of the Chinese refugees 
in Hong Kong. 

Mr. Warren. At this moment, Mr. Chairman, the High Commis- 
sioner has a survey group of seven persons in Hong Kong studying 
that very problem. They have not yet made any report on it. 

Mr. Apair. It would be correct to say that it is under consideration 
in connection with this program ? 

Mr. Warren. Not this particular program, no. I would say if 
the High Commissioner eventually makes any recommendation with 
respect to the Chinese refugees in Hong Kong it would be a separate 
project. May I explain that it isn’t clear, yet, whether the Chinese 
refugees in Hong Hong fall in fact under the High Commissioner’s 
mandate. That is what the Hong Kong Commissioner is exploring 
through his mission in Hong Kong, at this very moment. 

Chairman Cutrrrrietp. Thank you, Mr. Warren. 

Mr. Wolf 

Mr. Wotr. Mr. Chairman, at the point in the record at which the 
statement with respect to the United Nations Refugee Emergency 
Fund appears, we would like to insert the letter from Mr. Stassen to 
you, sending up this letter from Mr. Key, and Mr. Dulles’ letter to 
you both stating their support of this program. 

Chairman Currrerrietp. Without objection, it is so ordered. 

(The letters referred to appear on p. 1019.) 

Mr. Wor. Since our last meeting the drafting council of State, 
Defense, and FOA have drafted certain proposals in line with sug- 
gestions that had been made by members of the committee for amend- 
ment in the bill as presented during the course of the presentation and 
at the recess I should like to give copies of these proposed changes 
either just to the staff or to the members of the committee as the chair- 
man prefers. 

Chairman Currerrietp. Do you have copies ready that we could 
have now for use during your discussion ¢ 

Mr. Worr. These I do not expect to discuss again, Mr. Chairman, 
as they were discussed before. The committee made certain recom- 
mendations and we have attempted to meet those recommendations in 
the proposals that we have made here. 

Chairman Currerrtenp. I think the members as well as our staff 
should have copies, and I would like them to be furnished. 

Mr. Woxr. We are prepared to do that. There is only one matter 
in connection with what we are handing in, as to which I wish to make 
a comment. 

We had noted the fact that title IV was called relief and rehabili- 
tation in Korea, and that we were asking an extension of the purpose 
of that title beyond relief and rehabilitation so that the title as we 
planned it was not quite accurate. 

Mr. Lloyd has so fixed in his mind that the idea should represent 
functional statements that we probably would ask, instead of en- 
titling this merely “Korea,” entitling it “Korean Program,” or some 
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name that would convey a better functional idea of what we are 
trying to do with the money if we get it. 

Now, I have brought down from my office some of the men in the 
office who specialize in particular aspects of the programs called for 
in the bill. Especially the man in our office who specializes in the 
guaranty program which is set out in section 701 of our bill. 

Also, there is one of my associates who specializes particularly in 
the agricultural aspects of the bill, as set out in title XI, and one of 
the men who is particularly experienced with respect to the personnel 
features of the bill as drafted. I thought perhaps it would be worth 
while instead of waiting until we bump up against those provisions 
as we go along, if you thought it would be intelligent to have a short 
discussion with respect to those three matters so that they would be 
out of the way when we reached them in the course of our progress with 
the bill. Whichever you prefer, of course, is entirely satisfactory to us. 

In going through the bill we had gotten to 706, I think. 710 is the 
portion having to do with the guaranty provisions of the bill. I think 
it may be that there would be very few questions asked by the members. 

Mr. Vorys. Have we had anything on ocean freight? We have had 
some statements submitted. 


STATEMENT OF JOHN H. OHLY, DEPUTY DIRECTOR FOR PROGRAM 
AND PLANNING, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Oury. I think Mrs. Houghton appeared here the day ICEM 
contribution was discussed and agreed to testify on it, but I believe 
all that happened was that a statement was inserted in the record. 
We can get somebody up here later this morning. 

Mr. Woxr. The only change that has been made in section 705, 
ocean freight charges, is to add the American Red Cross as one of the 
organizations for which payment could be made of ocean freight 
charges. 

Section 705 (d) provides funds that may be used to pay ocean freight 
charges on surplus agricultural commodities, and that is new. That 
is an additional clause. 

Mr. Vorys. Does somebody know how this compares with previous 
authorizations ¢ 

Mr. WoxF. $5.3 million, I believe, was the program in fiscal year 
1954, page 20 of the presentation book. 

Mr. Boutiock. That wasn’t authorized. That was by transfer unde: 
515. 

Mr. Vorys. As I understand the authorization was much smaller, 
and IT believe Mr. Morano made an amendment to cut it. It was an 
amount of $1.58 million. This item is three or four times the amount 
that we had in here, that was appropriated—it is in excess of both 
the authorization and appropriation for last year. 

Now this isn’t your line, Mr. Wolf. Maybe this isn’t the time to 
take it up, Mr. Chairman. 

Could we get somebody to give us a few of the highspots on it? 
Perhaps Mr. Ohly could do that. 

Mr. Onty. I would rather get someone up here who has worked inti- 
mately with it. We have a section here in the book, but I would rather 
get an expert. 

Mr. Vorys. What I am curious about is what was the volume of stuff 
that was shipped. I see in our book that surplus commodities made 
available explains a great deal of it. 
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Mr. Outy. On page 612 in the classified version it says: 


Through February 15, 1954, a total of 120 million pounds of relief supplies, 
valued at $43 million, including 46 million pounds of surplus dried milk, 20 
million pounds of butter, and 11 million pounds of cheese had been sent to and 
distributed in 13 countries by the 24 voluntary agencies participating in this 
program. 

I can bring that figure up to date—not up to date—but make it 
more recent this afternoon and tomorrow for you. 

Mr. Vorys. Ever since the Marshall plan, ocean freight has been, 
not only a humanitarian item in here, but there have been cases 
where we figure the Government was getting something for nothing. 
That is, if we would ship it, somebody else would furnish it, and 
in that way we could multiply ‘the effect of private contributions. 

Now, however, I think the character of it has changed in that we 
furnish the stuff under the agriculture program, and we still have 
a saving, if you please, in that the voluntary agencies distribute it. 

Mr. Onry. Mr. Chairman, when would you hke to have someone 
up here to talk more fully on this? 

Chairman Cureerrretp. What are your plans, Mr. Wolf? 

Mr. Wor. They are entirely subject to your wishes. I had assumed 
that the substantive aspect of the program had been gone through 
before we started to go through the bill. 

Mr. Vorys. I think it has been presented to us by statements that 
have been filed and perhaps it is our fault that we haven’t studied 
them. 

Chairman CurrrrrieLp. If we need any more help, we will let you 
know, Mr. Ohly. 

Go ahead, Mr. Wolf. 

Mr. Wo r. Since we are so near 710 we might well go through and 
get to 710. 

Section 706 covers a specific authorization for $1.3 million for 
expenses in carrying out the Battle Act. 

Mr. Vorys. It would be in justification of that item and because 
of the great interest in the subject, that we would have a discussion 
on East-West trade, and I understand that Mr. Stassen is going to 
be here tomorrow on that. 

Chairman Curperrietp. That is right. 

Mr. Wo tr. Section 707 is the authorization for an appropriation 
for administrative expenses other than the military administration 
expenses which are covered separately in section 103 (b). 

Section 708 is the section with respect to the authorization to the 
President to initiate projects for the production of strategic mate- 
rials for use in the United States. 

That, I think, was discussed by Mr. Vorys when strategic materials 
were considered at an earlier stage of the bill. 

Mr. Vorys. Let me ask this one question: Does this language, as 
set forth in 708, constitute an unlimited authorization, or is it con- 
fined to an authorization as far as funds are concerned of the unex- 
pended balance. 

Mr. Wo rr. It is confined to that. No new authorization is asked. 

Section 709 provides that the funds heretofore allocated for Chinese 
and Korean students shall continue to be available until expended. 

Now 710 is the section with respect to the guaranty provisions—— 
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Mr. Apam. Mr. Chairman, could I interrupt right there? 

Now how much in this section 709—how much is involved there, 
Mr. Wolf? 

Mr. Woxr. We are not asking any new authorization. This is 
only the amount that is unexpended up until now, I guess, from the 
original appropriation. 

Mr. Aparr. Do you have any idea how much might be available. 

Mr. Worr. I imagine it is in the presentation book, although I am 
not sure. 

Mr. Furman. The amount originally authorized for this purpose 
in the China Area Aid Act for 1950 was $6 millien. 

Mr. Wotr. Could you have any idea how much is left. 

Mr. Apair. If we could get that a little later, 1 would be interested 
in knowing the balance remaining in that fund. 

Mr. Wotr. Section 710 continues the program with respect to 
guaranties of investments abroad of American citizens and corpo- 
rations. 

It has been broadened as was suggested by the Randall Commis- 
sion to include the possibility of insurance against loss of investments 
made by our people in case of war, revolutions, or insurrections as it 
appears at the top of page 60. 

Otherwise we have not changed the provisions of the law, but Mr. 
Pittman at my office who has devoted himself to this subject is here 
and will be glad to answer any questions, if members of the com- 
mittee have questions to ask. 

Mr. Hays. Is that the one which covers convertibility ¢ 

Mr. Wotr. Yes, sir. 

Mr. Hays. And also losses from revolutions ? 

Mr. Wo.r. And expropriation. 

Mr. Hays. It does not guarantee ordinary business losses ¢ 

Mr. Worr. No. 

Mr. Vorys. Isn’t it true that the Export-Import Bank, under sepa 
rate legislation, has a guaranty that is as broad as the one that is 
sought to be written into this one this year ? 


STATEMENT OF STEUART L. PITTMAN, ASSISTANT GENERAL 
COUNSEL, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Prrrman. Yes, Mr. Vorys. The bank’s authority to guarantee 
loans is a good deal broader. 

Mr. Vorys. Mr. Pittman, tell us the connection between the two 
guaranties, if any ? 

Mr. Prrrman. One thing should be made clear, and that is that the 
Export-Import Bank has interpreted their authority to preclude 
guarantee of equity investments against any particular risk. They 
feel that they have the authority, as I understand it, to guarantee pri- 
vate credits or loans, either fully or against any part of the risk, in- 
cluding the risk that we are authorized to cover. 

Their purpose, of course, is not exactly coincident with the pur- 
poses of the mutual security program which is the criteria we use in 
approving investment projects for guaranties. 

I think those are the two main points of difference between FOA’s 
limited guaranty authority and the banks’ general guaranty authority ; 
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I am not referring to the recent program of the Bank to insure foreign 
inventories against certain risks. 

Mr. Vorys. How much do you have outstanding now im guaranties? 

Mr. Prrrman. The total number of guaranties issued is 66 which 
includes 59 convertibility guaranties and 7 expropriation guaranties, 
and we have about 86 applic: ations working. 

Mr. Vorys. Do you charge the same rate for both convertibility and 
confiscation guaranties / 

Mr. Prrrman. We haven't been charging the same rate. It is dif- 
ficult to compare them. The rate per year ‘for an expropriation guar- 
anty is 1 percent of the amount of protection that is purchased, which 
usually coincides with the amount of the investment. 

In the convertibility guaranty, of course, you are dealing with 
annual return of earnings or capital. The rate is 1 percent of the 
amount of conversion rights in the particular year, and a quarter of 1 
percent of the ultimate maximum liability of the Government as a 
standby charge, it is difficult to compare the costs because of the 
different systems between the two guaranties. 

Mr. Vorys. Roughly, there is a larger charge for the more ex- 
tended guaranty; isn’t there? Or could you even say that? 

Mr. Prrrman. You can’t even say that. 

It depends on the way the investor sets up his schedule of conversion 
rights. I should say at this point that we are proposing to change this 
method of charging on guaranties and also in a rather fundamental 
way we had planned to change the operation of the convertibility 
guaranty. 

If you are interested, I think perhaps the best way to handle that 
would be to provide for the record at this point a description of the 
changes we are proposing to put into effect at this time. 

Mr. Vorys. I wish you would. 

(The information requested appears in the appendix, p. 1194.) 

Mr. Hays. Could I ask a question at that point: For a while we 
were making money on-the currency convertibility procedure, were 
we not? 

Mr. Prrrman. We still are. None of those guaranties has been 
called upon, and I think close to $1 million in fees have been taken in. 

I think it should be borne in mind that the nature of the risks in- 
sured against are likely to be of a catastrophe order. If certain things 
happen in the world, there is likely to be a considerable run on out- 
standing guaranties. They are not the kind of guaranties which will 
likely be paying out steadily over a period of time to give you 
actuarial experience to judge whether it is paying its way from year 
to vear in terms of the fees taken in. 

Mr. Hays. Now I am a little vague in my recollection of it, but don’t 
you have se par: ate procedures for the magazine and book publishers ¢ 
There is a special procedure set up for them; is there not ? 

Mr. Pirrman. Yes. The informational media guaranty program 
to which you refer is quite a different type of program, and within the 
last 2 years has been separated administratively and was transferred 
to the State Department and has now been transferred to the United 
States Information Agency. 

Mr. Hays. But its authority is derived from this section? 
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Mr. Pitrrman. Yes, and its funds are derived from the guaranty 
fund created pursuant to this section. 

Mr. Hays. There we had a little different purpose, didn’t wef It 
had an educational and propaganda value that was distinguished from 
the economic ¢ 

Mr. Prrrman. Yes, there was a quite different objective. 

Mr. Hays. That has been recognized in these administrative 
differences ? 

Mr. Pirrman. Yes, the two programs bear very little relation to 
each other. 

Mr. Wotr. Section 1004 of our bill especially refers to the program 
you are mentioning. 

Mr. Hays. The information media? 

Mr. Wo.r. Yes. 

Mr. Hays. Your opinion is that they are working out satisfactorily 
and are related to our general objectives ¢ 

Mr. Prrrman. You are referring to both programs ? 

Mr. Hays. Yes. 

Mr. Pirrman. Yes, they are. 

Mr. Hays. And particularly to the information media, because | 
think that is entitled to emphasis right now. 

Mr. Prrrman. I don’t think I, or any of us here, am in a position 
to testify on the informational media program, because we have, as an 
administrative matter, completely divorced ourselves from its opera- 
tion, but to the best of my knowledge it is receiving all the emphasis, 
if not more so, that it received in the past when we handled it. 

Mr. Hays. Do you recall whether we have had any testimony on 
that, Mr. Smith ? 

Mr. Smirn. No, I do not. 

Mr. Hays. I recall this comparison, that the Communists were able 
to go in with very efficient mass-production propaganda material and 
do a little more effective job among some of these populations which 
we need to reach with an American program. They were doing it 
because they were getting out a rather inexpensive kind of publication 
that we just weren't able to do and we must adapt our information 
program to that kind of competition of ideas. 

Now, we don’t want to be outdone by the Communists in informa- 
tional media of that kind. We can certainly take notice of it in this 
legislation, if that thing is continuing. Even if it involves a subsidy, 
to get our publishing people, our private publishers into a field where 
they will support our general educational goals. 

I don’t know whether I am talking to the point or not but I am 
just suggesting that one thing that inspired my interest in it was the 
knowledge that in parts of the world the Communists were doing a 
tremendous job by their propaganda program of that type. 

Historically, this was to offset what the Communists were doing. 

Mr. Worr. If you wish we could have a witness here from the USIA 
to testify with respect to that particular guaranty program. 

Mr. Hays. I am not asking for it. 

Mr. Wotr. Our agency has nothing to do with the administration 
of that portion of the program. 

Mr. Hays. Personally I doubt that it is necessary. I don’t think 
we need to encumber the record. I am just relating this testimony 
to the previous testimony that has been given on it. 
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Mr. Smirn. With the accumulation of this reserve that has been 
built up, has there been any demand that the premiums be reduced f 

Mr. Prrrman. I don’t know that there has been an articulated de- 
mand for it. We are in fact proposing to reduce the cost of the guar- 
anties. Our general point of view on it has been that some charge 
is necessary to make sure that the guaranty is in fact needed and that 

eople do not merely pick it up on their way abroad. It has been 

oe. to judge just what fee might be charged which would not deter 
the use of the guaranty and still accomplish that objective. On the 
basis of experience to date we are proposing to reduce it. 

Mr. Smiru. Then, the matter is under consideration ¢ 

Mr. Prrrman. It is under consideration and the decision is vir- 
tually finalized. 

Mr. Apair. It is my understanding that one of the fields in which 
this program had been expected to operate, or it was hoped it would 
operate most effectively, would be South America and possibly Cen- 
tral America. I understand it has not been as effective as hoped in 
that area. Would you address yourself to that point ? 

Mr. Pirrman. What you say is perfectly true. The program is in 
operation in only one Latin American country, which is Haiti. The 
difficulty has been that we have felt it necessary and desirable to 
enter into agreements with each country that participates in this pro- 
gram, agreements dealing generally with—well, first of all, expressing 
a willingness on their part to have the United States insure its citi- 
zens against possible contingencies in their country, and secondly to 
deal with the problem of how this Government will handle claims 
against that foreign government and currencies of that government 
in the event that it becomes subrogated to those claims and currencies, 
if it pays off on a guaranty, which I think is more accurately thought 
of as an insurance policy. 

The Latin American countries that have been approached—and the 
principal ones in which investor interest in guaranties have been 
shown have been approached—have not responded. I think it is fair 
to say that the approach was made some 18 months or 2 years ago 
and we have recently come to the conclusion in the State Department 
and in FOA that the Latin American Republics may not have a full 
appreciation of what this program might do for them, and we pro- 
pose to find ways, in the case of particular countries, to make sure 
that they do understand its potentialities. We have so far approached 
them primarily from the point of view of negotiating an international 
agreement rather than in terms of specific proposed investment. The 
agreement contains in it a requirement that if a claim against that 
country, in the event of expropriation of an American citizen by them 
is taken over by the United States Government, the United States 
may deal with that country on a diplomatic level, and if no settlement 
is arrived at, it can resort to international arbitration. This runs 
into conflict with certain basic policies and constitutional provisions 
of some of the Latin American countries. Some way to adjust the 
program to this situation in Latin America is yet to be worked out. 

Mr. Aparr. From what you say I take it there is an awareness that 
the program is not doing well in Latin America? 

Mr. Pirrman. Absolutely, and the reason is the one I am giving I 
believe. We have built up acceptance in 19 countries of the world 
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of this system whereby the United States would become subrogated 
to claims of this character, and acceptance of international arbitra- 
tion. We think there is some value in this and we don’t propose lightly 
to abandon it. 

On the other hand, we think in the course of negotiations with par- 
ticular Latin American countries—if we can bring those negotiations 
about—we might find ways of adjusting to their policies and still 
retain the essence of the present method of operating this program. 

Mr. Aparr. Do I understand you to say that the program is now 
operative with respect to 19 countries ? 

Mr. Pirrrman. Yes. Only one of which is a Latin American Re- 
public. 

Mr. Aparr. Could you give us some notion numerically of the num- 
ber of guaranties that have been made with respect to these various 
countries? You say that the only Latin American country is Haiti? 

Mr. Prrrman. Yes. 

Mr. Apatr. Do you have any idea how many guaranties there are 
there, as compared with other areas of the world ¢ 

Mr. Prrrman. There are a number of applications in advanced 
stages for investments in countries outside of Europe. However, 
there have been no guaranties issued, unless it is in the last few 
weeks—I don’t believe there have been any for any country outside 
of Europe. The countries who have participated in the program other 
than the European ones have done so more recently and it takes some- 
times as long as 2 years from the point of original inquiry by an 
American investor, to consummation of the investment plans and is- 
suance of a guaranty. 

Mr. Apair. I am not sure that I understand you. You say that 
there are no guaranties in existence outside of Europe? 

Mr. Pirrman. That is correct. There are agreements with coun- 
tries outside of Europe to participate in the guaranty program, and 
there are many applications for guaranties which are in process for 
those countries. 

Mr. Apatr. Do you know how many have been issued with respect 
to European countries? 

Mr. Prrrman. All these 66 guaranties that I mentioned are all 
issued with respect to European countries. 

Mr. Apatr. Have you any idea how many applications you have 
with respect to Haiti, for example? 

Mr. Prrrman. My recollection is that there is no firm application. 
The point at which an inquiry—that is a serious inquiry—becomes 
an application is often a matter of negotiation with the agency. There 
are, I believe, 1 or 2 investors interested in Haiti that we have had 
serious discussions with. There have been no applications. 

Mr. Vorys. Did you say you have 86 applications or do those shade 
off into inquiries? 

Mr. Prrrman. Those are firm applications. There are many more 
serious inquiries. 

Mr. Aparr. And how many for all of Latin America? How many 
serious inquiries, let us say? Could you give us a notion on that, even 
though there are no arrangements made “with these countries? 

Mr. Pirrman. I cannot give you figures. I can say that at the time 
we announced on the basis of the new ‘legis: ation—2 years ago I believe 
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it was—that we were prepared to extend this program into Latin 
America, there was a good deal of interest. The rate of inquiries of 
course hasn’t continued because we haven't made the arrangements 
necessary to issue guaranties in these Latin American countries. 
However, people do still come in and I would say there is at least as 
much interest in Latin America as any other part of the world and I 
would suspect more. 

Mr. Apair. Thank you, Mr. Chairman. 

Mr. Smrru. What would be the reason then for the lack of con- 
summation or firm applications on the part of this hemisphere? 

Mr. Prrrman. Lack of participation by the countries through these 
agreements, 

Mr. Smiru. Yes. Have you an opinion on that? 

Mr. Prrrmaan. Well, I have expressed part of my views. I would 
like to also say that some of our dilemma comes from a good deal of 
concern over the criticism which has rather widely been directed at 
this guaranty program from organized business groups, that it tends 
to encourage a foreign country to sit back and let the United States 
Government do the improving of the investment climate and eliminate 
these risks that the effort of the United States Government along that 
line through diplomatic channels and so forth are in some way 
prejudiced. We don’t think that is true if the program is properly 
administered. These agreements that I have referred to are an 
important means of avoiding this conflict, in our judgment. The 
possibility that an expropriation by a Latin American country would 
result in possible arbitration between itself and the United States 
Government is a pretty serious matter and would have, I should think, 
some deterring effect upon a decision to expropriate an American 
investor in a manner inconsistent with accepted principles of inter- 
national law. If we didn’t require any undertakings with respect to 
the claims the United States might take over, I think the criticism 
would be much better founded that the guaranty is somehow in con- 
flict with other efforts to encourage investment. 

Mr. SmrrH. Then what plan, if any, do you have under considera- 
tion to improve that situation? Has there been any firming up of 
ideas on that? - 

Mr. Prrrman. Yes: there has been a good deal of recent firming 
up of ideas. 

I think we are talking now of ways of approaching foreign govern- 
ments— 

Mr. Smirn. That is right. 

Mr. Prrrman. And possibly second positions we might take in ne- 
gotiating agreements, which you will agree are not the kind of thi 
to make a record of. Furthermore, it is a subject about which 
discussion in the abstract isn’t very helpful. It really gets down to 
negotiations with a particular country in terms of their policy and 
constitutional provisions and perhaps the circumstances of a partic- 
ular investment proposal. 

Chairman Currerrrevp. Are there further questions? 

Mr. Vorys. Yes. 

Chairman Crrrerrietp. Mr. Vorys. 

Mr. Vorys. How much in dollars do the 66 present guaranties 
amount to? 
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Mr. Pirrman. $47 million. 

Mr. Vorys. How much in dollars do the 86 applications amount to? 

Mr. Prrrman. About 93 million. 

Mr. Vorys. Have you had any losses to pay ’ 

Mr. Prrraan. None. 

Mr. Vorys. Either on convertible or the other features ? 

Mr. Prrrman. None. 

Mr. Vorys. Would it be much of a chore to list the 66 that are now 
in effect ? 

Mr. Prrrman. No. We have that list in some form or another—do 
you mean the companies ? 

Mr. Vorys. The companies, roughly the nature of the place where 
they are, just a sentence or one-word description of the type of 
operation, and the amounts. 

Mr. Prrrman. That can be done and we will insert it in the record 
along with the other statement I referred to. 

(The information requested is as follows:) 


Investment guaranties—Pending applications, as of May 31, 1954 


| | 
Product | Convertibility 


Country Expropriation 


Belgium .. Materials handling equipment olin $849, 700 
| Typewriters . 105, 000 $130, 000 
Steel buildings... | 320, 000 320, 000 


Replacement parts for trucks 208, 800 


Total 


, 483, 500 450, 000 


Oil refinery 
Electric generating equipment 


China , 200, 000 


, 840, 000 


2, 000, 000 
1, 840, 000 


we 


~ i 


, 040, 000 





Total 3, 840, 000 
| = 
France... Latex emulsion paint 12, 000 
| Materials handling equipme nt 750, 000 
| Dredges 635, 500 100, 000 
Ceramic colors... ‘ 318, 000 268, 000 
Styrene monomer .. ‘ b 465, 000 
| Welding materials 1, 050, 000 
| Radio communication equipment. 150, 000 a 
Meat casings. 836, 500 | 548, 000 
| Package soups. .--. j ‘ : : 55, 000 37, 000 
7 see 30, 000 30, 000 
| Replacement parts for trucks 1, 291, 800 | 
Total__. 5, 593, 800 | 983, 000 
Germany .. | Automobiles oe 3, 600, 000 
} Industrial engineering-.. -. 151, 675 189, 175 
Deoxidizing process --_. -. 17, 500 
| Elevators and elevator equipment. 450, 000 
| Replacement parts for trucks_._. , 800 
| Scientific instruments. 62 500 | 62, 500 
| ss cca 761, 75 | 3, 869, 175 
Greece......... Bauxite mining. -_. ol ied Scania 1, 300, 000 1, 300, 000 
| Management services, electric power system 4, 700, 000 * 
(capital goods). | 
Sugar refining. ‘ pasohaeind 2 1, 961, 750 1, 121, 000 
Oil refinery _..... aiip inion ennadiianea ‘ 7, 310, 000 | 7, 310, 000 
| Shoes. inate 100, 000 dele 
Pharmaceuticals _ * SN atvntiidaencses 
Total : 15, 925, 750 , 731, 000 
= — = — — 
Israel_. Rubber tires and tubes___. 1, 050, 000 | 1, 050, 000 
Automotive ay « units/ parts. 1, 650, 000 | 1, 650, 000 
Textile plastics... -- 5, 000 | 100, 000 
Total..... 2, 875, 000 2, 600, 000 
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Investment guaranties—Pending applications, as of May $1, 1954—Continued 


Country Product 


Convertibility 








Italy Chemicals and lubricants - - - $24, 794 |. 
| Marine engineering Scents . 87, 500 | 
ON) 2s sitet Sain bs in addes 12, 224, 250 
Brake bonding materials and equipment... 100, 000 
Radar marine equipment -_-_-_-.--- 180, 000 
| Electronic tubes ee 329, 000 
Pharmaceuticals : : | 
do__. : et 43, 725 
Meat casings . 254, 000 
| Replacement parts for trucks 13, 800 |.-.... 
Oil refinery pithenscodation ill | 12, 322, 000 
Decalcomania transfers __.- ee | 38, 250 |. 
Total 7 sucies 
Netherlands. - | Leather finishers. é 
| Writing ink_. ¢ Sales 
Oil-burning equipment... . 
Replacement parts for trucks 
We odustuces tt » 303, 950 
Philippines. Aluminum refinery ‘ = 2, 030, 000 
| ae aaa ¥ 595, 000 
| ahbeamissat 
| Total < 2, 625 000 
Spain. | Pharmaceuticals seks ‘ 1, 000, 000 
| Water treatment compounds... hin ; 532. 500 
| Total_-. sacstyinca 1, 832, 500 | 
Turkey 


Construction of rock gallery oa Pans. 
Hotel operations - - - ‘ 
Pharmaceuticals - .. 


do Sa et 
Total __- ddan ; 632, 000 | 
} —_———_ 
United Kingdom. Decalcomania transfers_- 50, 000 
| Hotel operations ‘ 210, 000 
| Replacement parts for trucks oad 255, 500 
| pea Sea 
| DORE cincendiitne nine ctidvdliai 515, 500° 
Grand total_......-. ee sist 62, 081, 204 


175,000; 


632, 000 |__- 








Investment guaranties issued through May 31, 1954 








Investors Product Convertibility 
DENMARK 
Ray-O-Vac International, Inc Leak-proof batteries __. $182, 500 
FRANCE 

Conerete Chemicals Co_ | Concrete admixes - -......----- 90, 000 
Corhart Refractories Co., Inc Refractories - naan 70, 000 
Dana Corp...-.--.-.-- les iboniabans wd Automotive parts _ ee 200, 000 
Dow Corning Corp ---..-- Samad 0” ee | 304, 950 
Ford Motor Co... Trucks and cars.......-------- 920, 108 
Foster Wheeler Cc orp Construction engineer... ..---- 213, 500 
Fruehauf Trailer Co. - Truck trailers- on 437, 500 
Heyden Chemical Corp Streptomycia Sit dcdesdewns 300, 000 
Hohenstein, Walter F Polysterne 56, 000 
International Water Corp WO WO iain hein scien dete 51, 000 
Morrison-Knudsen Co., Inc__.-- | Construction engineer. ae 252, 000 
National Fastener Corp Slide fasteners son 17, 500 
Rohm & Haas Co_>__- cot Agricultural fungicides Sania 441, 100 
Singer Manufacturing Co__. Sewing machines... .......- .| 717, 000 
Standard Oi] Development Co.! Ga» 0 Sc cect eceerr ses 550, 000 
Do.! oot nee SE enemy, Cie te A pie apt cn IS 504, 000 
Yoder Co., the. Metal- working machinery 204, 500 


! Capital goods. 


Expropriation 





175, 000 
43, 725 
217, 160 


6, 400, 000 


6, 935, 885 


"300, 000 


96, 863 
355, 350 


452, 213 








Expropriation 
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Investment guaranties issued through May 31, 1954—Continued 


Investors 


GERMANY 


Godfrey I . 
Firestone Tire & Rubber Co 
Gardner-Denver Co 


Cabot, Inc 


Houghton, E. F. & Co 
Johns-Manville Co 
Otis Elevator Co 


Raytheon Manufacturing Co 


ITALY 


American Home Production Corp 
Associated Seed Growers, Inc 
Caltex Oil Products Co 

National Aluminate Corp 

Otis Elevator Co 


Joseph Pacifico 
Standard Oil Co 
Syntron Co 


(New Jersey) 


Westinghouse Air Brake Co 


THE NETHERLANDS 
H. J. Baker Bro 
H. H. Sonnenberg 


Sparkler International 
Tokheim Oil Tank & Pump Co 


TURKEY 


Charles Lockton 
E. R. Squibb & Sons 


UNITED KINGDOM 


Barber-Greene Co 

Godfrey L. Cabot, Ine 
Cooper Alloy Foundry Co 
Cone Automatic Co 
Dictaphone Corp 

Thomas A. Edison, Inc 
Euclid Road Machinery Co 
General Time Instruments Corp... 
Jacobs Manufacturing Co 
Knott Hotels Corp : 
Leeds & Northrup Co. . 


Metallizing Engineering Co., Inc 
McGraw-Hill International Corp 
Minneapolis-Honeywell Regulator Co 
Parke, Davis & Co 

Pocket Books, Inc 

8. F. Appliances 

E. R. Squibb & Sons 

Standard Brands, Ine 

Universal Oil Products Co 


Total (66) 





Product Convertibil 
Carbon black $1, 000, 
Tires and tubes 1, 841 
| Mine-car loader 140 
| Chemicals and lubricants 93, 
Asphalt til 50 
| Elevators and elevator equip- 
} ment. 
Radar and sonar equipment 13, 
} 
| Pharmaceuticals 1, O82, 
| Seed cultivation 87 
Oil refinery +, 630, 
Boiler compounds 1, 331 
Elevators and elevator equip- 192, 
ment 
Building stone 20, 
Oil refinery ; 14, 487, 
Vibratory materials handling 36, 
equipment 
Railroad equipment... 60, 
' 
Castor-oil derivatives 16, 
| Venetian blinds 175 
| Industrial filters 16, 
Oil tanks and pumps 350, 
Pharmaceuticals 96. 
| _do 711 


Construction machinery 
Carbon black 
Stainless steel valves 
Automatic screw machines 
Dictaphones 

| Miners lamps 

| Earth-moving equipment 
Clocks and watches 
Drill chucks 
Hotel operation 
Control measuring 

ments. 


instru- 


Metal spray equipment 103, 
Publishing 40, 
Regulating instruments 300, 


Pharmaceuticals 735, 


Publishing 218, 
Home appliances 49, 
Pharmaceuticals 735, 
Soluble coffee 75, 
Catalyst for petroleum refin- 750, 

ing. 
44, 687, 


000 
700 
000 
150 
000 


‘OO 


350 
500 
000 
000 
500 
000 
500 
000 


300 


O85 


, 000 


488 
000 


5, 863 


, 450 





000 
000 
000 
000 


859 


Expropriation 


$1, 052, 400 


250, 831 


640, £72 


150, 000 


271, 000 


19, 800 


200, 000 


2, 584, 603 


Mr. Vorys. Would it be proper to list by groups the 86 that are 


» } ; 
pending ? 


I imagine it would not be helpful to disclose the names of 


companies, but to have a similar description or some sort of descrip- 


tion. 


Mr. Pirrman. By industries and countries: that sort of thing? 
Mr. Vorys. The nature of the projects that are seeking guaranties. 


Mr. Prrrman. Yes. 
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Mr. Vorys. How many guaranties and for how much has Export- 
Import Bank issued ? 

Mr. Pirrman. I don’t have figures. As you know there has been 
a tendency recently to make loans, if you will, by way of guaranties 
of the full credit risk, rather than direct advances. I do not know 
personally of any cases where they have separated out a part of the 
risk, such as convertibility or war risk or expropriation, although 
they may have. I have not looked into it. 

Mr. Vorys. Could you get that for us and put it in at the same place? 

Mr. Prrrman. I wonder, in view of your interest in the Export-Im- 
port Bank activities, if we could ask them to submit a statement an- 
swering your questions and the earlier ones regarding authority ? 

Mr. Onty. We will arrange to get that for. you from the Export- 
Import Bank, even though we can’t prepare it ourselves. 

Mr. Vorys. If necessary, I am sure the chairman of the committee 
will be giad to fortify you with a request if you need something 
further. 

Now, Mr. Chairman, I suggest that Mr. Pittman’s testimony on 
guaranties be included in the printed hearings 

Chairman Currerrietp. Without objection, it is so ordered. 

Mr. Vorys. Now leave this off the record. 

(Discussion off the record.) 

(The Committee thereupon proceeded in executive session until 
12:05 p. m., when the Committee adjourned to reconvene at 2 p. m., 
the same day.) 
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AFTERNOON SESSION 


The committee met pursuant to adjournment at 2 p. m., in room 
G-3, United States Capitol, Hon. Robert B. Chiperfield (chairman ) 
presiding. 

Chairman CurrerrieLtp. The committee will come to order. 

Mr. Smith—— 

Mr. Smiru. Mr. Chairman, with your permission, the men I have 
asked to come here this afternoon to testify will testify on the tech- 
nical cooperation provisions of the bill that is before us. I want to 
state for the record that most of these men were here about a year 
ago, I believe, to testify. Before I ask Dr. Miller to take the stand, 
let me say we understand how precious time is, so far as the committee 
is concerned. 

I do want to get into the record at this point, and I want to read 
just very briefly from a statement made by Mr. Stanley Andrews, who 
at one time was identified with the technical assistance program, as 
Director of TCA, in a letter addressed to Senator Ferguson on Decem- 
ber 1, 1953. He discusses several phases of the program and I want 
to read his statement with reference to technical assistance. Mr. 
Andrews’ statement should have considerable weight in view of his 
previous close association with the program. 

Mr. Chairman, it has been my opinion for a long time that so far 
as foreign policy was concerned that the most effective part of it was 
technical assistance, rather than the so-called grant-in-aid program. 
I don’t think our grant-in-aid programs have brought us many 
friends. 

As a matter of fact, I think just the reverse is true. But Stanley 
Andrews, I take it, is quite an authority on the subject and he has 
this to say to Senator Ferguson, and I am quoting: 

Technical assistance: This is the most popular foreign program we have had 
so far as the American public is concerned. Maybe because it is relatively 
cheap. Maybe because there is in all of us a sort of latent missionary spirit. 
Whatever it is, I believe the American people want to support such a program 
as part of our long-time foreign policy. 

The Act for International Development, which gives status to the idea of the 
program, is already a permanent part of our basic law. Until it is repealed or 
amended, it is, I assume, policy. A worldwide technical assistance program 
can be carried out in the some 50 countries which are eligible for about $100 
million per year. 
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And may I interpolate at this point, as I have looked at the volumes 
before us, on this particular provision, we have a program that calls 
for some $131.6 million, 

Such a program, he says— 


properly carried out, will turn more good will and sound development per dollar 
invested than anything that we can do. 


Now, I think we are prepared to hear from Dr. Ray Miller at this 
time. 

Chairman Curperrrecp. Did you want that letter included in the 
record? I think it probably has been done already. 

Mr. Smrru. If the Chair has no objection I would like to offer not 
only the letter from Senator Ferguson but the letter from Mr. 
Andrews to Mr. Harold Stassen under date of December 4, 1953. 

Chairman Curperrietp. Without objection it is so ordered. 

(The letters referred to are as follows:) 

DECEMBER 1, 1953. 
Hon. Homer C. Ferauson, 
Senate Office Building, Washington, D. C.: 

This letter and the attached informal memorandum grows out of your talk and 
appearance here several weeks ago before the foreign students of Michigan State 
College. In that splendid talk which you gave, you rather unequivocally endorsed 
the principle of assistance to the underdeveloped areas of a self-help stimulative 
nature. 

I am one of the former bureaucrats whom you used to chew up rather con- 
sistently when I appeared before the Senate Committee on Foreign Relations 
and your subcommittee on the Senate appropriations of the point 4 or technical- 
assistance program. Strange as it may seem, I am a constituent of yours now 
and I am following out that singularly universal urge of everybody outside of 
Washington of wanting to tell their Congressman and Representative how Wash- 
ington should be run. However, as much as I admire the great State of Michigan, 
I shall probably keep my legal voting residence in Arkansas. 

I want to add also, that the memorandum attached to this letter has absolutely 
nothing to do with this project which I am directing now, rather it is a one-man 
view backed by some experience, of the direction the people out here in the 
Midwest and the South, at least, feel we should take on our foreign-aid programs. 
It is sent for whatever interest or value you may see in it. 

Sincerely, 
STANLEY ANDREWS, Executive Director. 

P. S.—Of course, Iam sending a copy of this memo to Harold Stassen, Director 
of FOA. 





DECEMBER 4, 1953. 
Hon. Haroup E. STASSEN, 
Director, Foreign Operations Administration, 
Washington 25, D.C. 


My Dear Mr. Strassen: Attached are copies of a memorandum and a letter 
to the Honorable Homer C. Ferguson which speak for themselves. Obviously this 
is not a complete job and is merely a reflection of some rather general impres- 
sions which I have gotten out here in the Middle West and South since I came with 
this project. 

I am pretty sure that you will not agree with the viewpoint I have taken, but 
I thought I should send it to you for the reason that this is the first and only 
written comment I have given to anybody on this subject since leaving Govern- 
ment service. There is, however, a great deal of concern expressed by many 
people and I am hopeful that you can get out more, or have some of your staff 
get out more, and make more addresses similar to the splendid talk you gave 
at the Land-Grant Association meeting at Columbus. 

It seems to me that our President is going to have enough problems with the 
farm problem, the budget, taxes, and a whole lot of other pretty important things 
and that if this foreign aid thing could be shored-up to a fairly simple, popular, 
and bipartisan approach it would greatly help the general situation. 
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I shall be in Washington in the next few days in connection with some projects 
which we are undertaking with the Department of Agriculture. I shall try to 
eall your office and if time permits shall be glad to discuss some of these matters 
further. 

Sincerely, 
STANLEY ANDREWS. 


NOVEMBER 24, 1953. 
To: Senator Homer Ferguson. 
From: Stanley Andrews. 
Subject : Technical assistance legislation. 

Since my resignation in September as administrator of the technical assistance 
program and the incorporating of the operations of the Act for International 
Development into the Foreign Operations Administration, I have taken no part 
in the discussion and controversy which has come up among some groups and in 
2 or 3 newspapers over what has happened to the point 4 idea. However, I have 
received many letters from former employees, from heads of private agencies, and 
some from present staff members in various countries. These point up to 3 
or 4rather obvious conclusions : 

A. That part of the public, such as church groups, women’s clubs, service 
organizations, and allout boosters for the technical assistance idea, fear that 
the drive behind the idea as well as the program itself may well be lost if it con- 
tinues to be tied up with the military and present power plays of our Govern- 
ment. 

B. As was expected, many of the countries which want to remain neutral in 
the struggle between Russia and the United States * * * a struggle which we 
choose to call the free world and Russia * * * fear that having technical as- 
sistance tied in so closely with the military aid will imply a commitment on their 
part to participate militarily. 

C. As we tie technical aid plus supporting funds for the technical program into 
the special economic aid features of our programs, the more pressure we are go- 
ing to undergo to continue and emphasize handouts rather than the self-help 
principle inherent in the technical assistance idea. The larger amounts of eco- 
nomic aid in the 1954 program should continually be emphasized as something 
very temporary. 

D. The Congress in the last session made it quite clear in my thinking at least, 
that economic handouts should cease with the 1954 program. I think they 
should. I, for one, was a little concerned over the amount of special economic 
aid requested and voted for the Near East and Far East in the last session. I 
did not believe then, and I know now, that the special aid funds we set aside 
for the Near East and Far Bast could not be profitably spent and efficiently 
utilized by the countries in the current year. They simply are not ready for 
that much development nor are they geared to handle it. As a political move, 
the economic aid funds are worth the gesture, but it will be difficult to spend 
another sum another year equal to that noted in fiscal 1954. 

In the light of the above, I am taking the liberty of presenting below a series 
of suggestions for foreign aid in fiscal 1955. I have not been asked for it and it 
comes merely from a private citizen whom Uncle Sam has given quite a wide 
education in things of this kind and as a taxpayer vitally interested in con- 
tinuing our foreign-aid programs on a basis on which the American taxpayer 
will get a maximum amount of good will, military support, and sound economic 
development per dollar spent. 

A. First, appropriate the military funds direct to the Department of National 
Defense to spend, and be responsible for at the field level by its own military 
missions or the military attachés in the countries involved. My observation in 
past operations of these matters, on a field basis, the mission chief of ECA, MSA, 
or TCA, now FOA had very little to say or do on military expenditures or pro- 
grams at the field level. The military attaché or the military mission handled 
the matter and either reported back to Washington direct or through the Ambas- 
sador—very seldom through the economic mission chief. 

In an underdeveloped area—such as Iran—where we had a military mission, 
there was the closest coordination between the military mission and the TCA 
mission when it came to economic matters. The coordination was done by the 
Ambassador where, in my opinion, it should be. 

This sort of move will make for more flexibility on the part of the military; 
it will cut down duplication of personnel and functions in Washington and will 
fix responsibility on military and policy matters where it belongs. 
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B. Except in the rarest instances, such as possibly, Spain, perhaps Austria and 
in a limited way, Greece, eliminate all economic grants or handouts and in the 
exceptions, tie them into security. In the underdeveloped countries, again 
except in the most critical instances, eliminate all special economic aid and pro- 
vide for a system of nonrecourse, low interest rate, longtime loans. I know the 
financial economist will oppose this idea as being totally impractical, but I do 
know that if countries are made to feel that they are actually taking money 
that they are responsible for and will have to repay sometime in some way, their 
appetite for handouts will noticeably lessen. In this way projects receiving 
financial aid will move much slower and will be on a sounder basis. Even in 
these cases it should be made crystal clear that these are emergency matters 
and not a longtime soft-loan policy. 

C. Technical assistance: This is the most popular foreign program we have 
liad so far as the American public is concerned. Maybe because it is relatively 
cheap, maybe because there is in all of us a sort of latent missionary spirit. 
Whatever it is, I believe the American people want to support such a program 
as a part of our longtime foreign policy. 

The Act for International Development which gives status to the idea and the 
program is already a permanent part of our basic law. Until it is repealed or 
amended it is, I assume, policy. A worldwide technical assistance program 
can be carried out in the same 50 countries which are eligible, for about $100 
million per year. Such a program properly carried out will turn more good will 
and sound development per dollar invested than anything we can do. 

D. This program should be clearly divorced, at least in the public mind, and 
in the minds of the countries with which we are cooperating, from the military 
assistance and economic handouts. Countries receiving technical aid plus mini- 
mum supporting funds should be required to invest at least 50 percent of the 
money in the individual projects and provide a maximum of their own available 
technicians before such a program would start in a country. They should pro- 
gressively take over each program as it develops, releasing American contribu- 
tions and technicians for other programs within the country. 

The technical-assistance program in the underdeveloped areas should either 
be administered by a special unit in the State Department or by a responsible 
administrator with at least deputy rank under Mr. Stassen in FOA. 

There would clearly need to be a coordinating or clearing agency at the Wash- 
ington level on all economic matters so as to be sure that military technical 
assistance or special economic assistance were not duplicating efforts and money 
for the same things. This would not be difficult. 

Finally, in the event our Government policy turns out to be against this 
concept of technical assistance, then I would suggest that we announce our 
willingness to increase our contributions to the United Nations technical assist- 
ance to $50 million annually, cutting out all bilateral funds of technical assist- 
ance and making our $50 million contribution to the U. N. contingent on other 
members in the United Nations putting up at least $50 million, thus making a 
$100 million fund. Presently, the U. N. agencies are not geared to handle a 
program of this magnitude, but by a decentralization of the work to the special- 
ized agencies of the U. N. it could be geared to do a sound job. 


STATEMENT OF DR. RAYMOND W. MILLER, VISITING LECTURER 
AT THE HARVARD GRADUATE SCHOOL OF BUSINESS ADMINIS- 
TRATION 


Mr. Mitirr. My name is Raymond W. Miller. I happen to be 
visiting lecturer at the Harvard Graduate School of Business Adminis- 
tration, although this testimony has nothing to do with Harvard. I 
have been in Asia 4 or 5 times and have just returned from 5 months 
over there. I appeared before this committee last year, and in 1953 
and 1952, I made a report on public relations in the Latin-American 
countries, all of which is a matter of record in the Congressional 
Record. 

The following statement represents the composite thinking of those 
of us appearing here today. 
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We reiterate with deep convictions the testimony of Monsignor 
Ligutti, Dr. E. B. Evans, and Mr. Reisner, and Mr. Miller, consultants 
to the former TCA, given before the House Foreign Affairs Committee 
on June 2, 1953. We call special attention to the statements of a year 
ago as follows: 

I. (a) Complete approval of technical assistance as envisaged by the 
late Dr. Henry G. Bennett, who called for “a simple down-to-earth 


self-help program, designed primarily to assist other people in in 
creasing their food production, bettering their health conditions, and 
improving their educational systems.” It was his view that “the cost 


of this program, which will be effective only if it is pitched on a long 
term basis, should be enough to finance a broad, dynamic technical co- 
operative effort, but not to include grants-in-aid.” 

(6) The independence and integrity of technical assistance must 
be maintained. To use technical assistance to gain immediate defense 
and political objectives is the best way to destroy its usefulness in 
creating good will, international understanding and cooperation, and 
in establishing democratic procedures at the grassroots level. It 
should operate independently of military requirements and politics 
and still contribute to our overall foreign policy. 

Indeed we believe a technical assistance program thus operated in- 
dependently would contribute more by way of creating mutual under- 
standing and good will than if operated within any Government de- 
partment. T he good will objectives of a technical assistance program 

can be gained best through disinterested service. It cannot be bought 
or bs argained for. 

(c) "Technical assistance is a long-time program. We must do more 
or we have already done too much. 

(d) Establish a type of administration for joint technical coopera 
tion that gives both responsibility and authority to an administrator 
for all pha uses of the program, especially : 

(1) The organization of administrative machiner y- 

(2) The appointment of administrative and operational personnel. 

(3) Program planning and execution through all stages from the 
United States of America to the fields of operation. 

(4) Budget building. 

(5) Relations with other United States Government agencies. 

(6) Cooperative arrangements with educational institutions, busi 
ness and industrial organizations, private agencies and international 
agencies, such as FAO, WHO, and UNESCO. 

(e) Limit objectives and be very specific about it. Begin small, 
but guarantee increased aid wherever and whenever sound growth calls 
for it. What any country puts into the program will generally be a 
sound indication of their own concern al interest in utilizing United 
States of America technical assistance. 

(7) More effective use should be made of our land-grant colleges. 

(7) There should be wholehearted cooperation ‘with such inter 
national agencies as FAO. 

II. A Government cor poration to administer the United States 
bilateral technical assistance program. 

At the hearings before this committee on June 2, 1953, Mr. Reisner, 
on behalf of our group, made the following statement which we again 
»resent : 
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1. The United States, in view of worldwide suspicion of her power and motives 
and the organized hate campaigns made against us, needs at least one demonstra- 
tion of disinterested service. 

2. We heartily support the suggestion made by the Honorable Lawrence H. 
Smith, a member of the House Foreign Affairs Committee, to set up a Govern- 
ment corporation to administer a worldwide technical assistance program. We 
believe that this would command public confidence. Public opinion is now gen- 
erally opposed to any program of technical assistance that is tied to our national 
military and political objectives. 

3. We believe such a corporation would greatly facilitate the cooperation and 
participation of United States private and semipublic and business agencies, par- 
ticularly of United States colleges and universities related to agriculture, en- 
gineering, and medicine. Such an organization would also facilitate the use of 
international organizations. 

4. Such an organization would provide a sound financial basis for long-term 
planning. 

5. Such an organization could contract with Government agencies for specific 
programs, 

6. It would streamline operations and provide a degree of efficiency not al- 
ways associated with Government bureaus no matter how good they are. 

7. The organization could be held easily accountable for a limited and agreed- 
upon program of technical assistance. 


We are more convinced than ever that such a corporation is essential 
to the effective functioning of a technical assistance program. It 
would meet the requirements which we have listed under I (d), and 
receive public confidence in the whole enterprise. We are sure it would 
have the backing of the hundreds of nongovernmental organizations 
throughout the United States that gave such strong support when the 
idea of technical assistance was first proposed. We have asked the 
Honorable Norris E. Dodd, former Director-General of the Food and 
Agriculture Organization of the United Nations, to speak specifically 
to the corporation idea. 

III. Specific observations. 

We have asked Mr. C. Leigh Stevens to speak of the operation of 
technical assistance as he has observed it. Mr. Stevens is a consulting 
engineer, has traveled widely in Asia as a consultant to FAO and re- 
cently spent 4 months in India, under the International] Institute of 
Education, in connection with a study of village industries requested 
by the Indian Government and in cooperation with the Ford Founda- 
tion. 

IV. Report of the mission to Southeast Asia and the Pacific, the 
Honorable Walter H. Judd, chairman, to the House Foreign Affairs 
Committee, January 29, 1954. 

There are two statements dealing with technical assistance in this 
report to which this group would like to give unqualified support. 
Both statements represent general conclusions of the mission after 
visiting 12 countries. 

1. There is a popular assumption that appropriations of money are the solu- 
tion for our problems. Money is a measure of our interest, not a yardstick of our 
success. If money alone could do the job, our problems in Asia would long 


since have disappeared. Its conversion into constructive programs and action 
is the real test. 

2. The “impact” phase of economic assistance is nearing its conclusion in most 
countries. In view of the limited funds and the chronic difficulty in securing 
suitable personnel, emphasis should be on technical assistance projects and not 
commodity programs, except where the military situation may require some 
commodity support. The projects ought to be only those that build upon the 
basic strength of the country rather than spreading the funds over an array 
of projects, however useful, that must be started from scratch. The study 
mission believes that concentration on fewer and more significant projects will 
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better serve both the immediate and the long-range needs of the countries, and, 
at the same time, offer a more convincing demonstration of the benefits to be 
derived from technical assistance. 

Mr. Chairman, I have presented our statement. 

Father McGuire, representing the National Catholic Rural Life 
Conference, is here in place of Monsignor Ligutti, and he has a state- 
ment we would very much like to have him present to you. 

Chairman Cutrerrietp. Are there any questions 4 

Mr. Vorys. I have one question, Mr. Chairman. You said some- 
thing to the effect that you had prepared a report for this committee 
or something like that. I have no recollection that this committee 
had ever authorized you to make a study. Did you ever make any 
studies for this committee / 

Mr. Miuzer. It was all explained in the report filed with the com- 
mittee. It is a rather long document. What happened was that Dr. 
Henry Bennett, when he was administrator of point 4, entered into 
some form of arrangement, the details of which I do not know, 
whereby I went to Latin America and made a report on the public 
relations phases and I was told by various people, all of which I 
reported here, that it was done for this committee. I presented it 
to this committee. Mr. Smith put it in the Congressional Record, 
all of the recommendations. 

I actually did it for Dr. Bennett and Stanley Andrews, of the Tech- 
nical Cooperation Administration, and was in turn told that it was to 
be done and made for this committee. 

That is my knowledge and belief, sir. It is all spelled out in the 
long report, the full detail. 

Mr. Vorys. Thank you. 

Mr. Smitu. How recent was it you were in Asia. 

Mr. Mittrr. I went to Asia this last trip on December—landed 
there December 1 and returned here approximately the end of April. 

Mr. Smiru. Did you observe the technical assistance programs 1n 
operation ? 

Mr. Mituirr. This time not as much as usual because I was out on 
other things. I did observe them to a certain degree, yes, sir. 

Mr. Smrru. You observed them on Formosa, did you ? 

Mr. Mituer. Yes, sir. 

Mr. Smiru. Were they successful there / 

Mr. Minter. To the best of my limited observation, yes. I have a 
great admiration for the Joint Commission on Rural Rehabilitation. 
The work it is doing, in my opinion, is one of the best if not the best 
bilateral arrangement that I personally have observed. 

Mr. Smiru. That program originated, did it not, a few years ago 
in China before the Communists took over ? 

Mr. Miiuer. To the best of my knowledge and belief, yes. 

I think that is correct. Mr. Dodd is here and some of these men 
who know more about it. 

Mr. Smirn. Do you think that the technical assistance program can 
be operated for $100 million or less? We have $131.6 million in this 
program, sir. 

Mr. Murr. I am neither an accountant nor administrator of those 
things but it has been my opinion and if I can quote a man who is now 
dead whom I knew so well, Dr. Bennett. Dr. Bennett and myself 
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many times discussed these things and he and I were of the very 
strong opinion that very much money was usually not only a deter- 
rent—it couldn’t be spent properly, and secondly it perhaps defeated 
its own purpose. 

Now, as to whether $100 million is too much, I don’t know how you 
could spend $100 million on technical assistance and find the tech- 
nicians to do it. In my opinion, though, I think you are going to have 
to let those technicians have a certain amount of leeway in research and 
demonstration supplies similar to a man working on an extension in 
the land-grant colleges. Within that basis I would think $100 million 
might be spent; it would be hard to efficiently spend more than that 
in that field. 

Mr. Smirx. Thank you. 

Mr. Hays. As I understand it, you feel that we could improve the 
administration of technical assistance. Do you believe it should be 
directly under the President? Should he be responsible for it, or 
should it be placed under the State Department or, as now constituted, 
under the Foreign Operations Administration? Do you care to 
express an opinion? 

Mr. Mitier. Congressman Hays, I cannot go into detail on this but 
as I wrote a year ago about this as reported in the Congressional 
Record, I have not seen a field technician abroad who, in my opinion, 
isn’t trying to do a good job. I have been in many countries and 
watched this thing. I have yet to see any of them abroad who are not 
trying todoa good job. Now, basing it on that premise, it is my opinion 
that the more you can let those men operate the way county agents 
operate in this country the better. Don’t have too much of a bureauc- 
: acy over them. They should not be involved too much in politics—and 

I don’t mean partisan politics—because this program, as I see it, is non- 
political, but if you can keep it out of the normal operations of a 
political-functioning organization, I think you can do a better job. 
That is one reason why I have been so strong for this suggestion Con- 
gressman Smith came up with a year or two ago, of setting up a cor- 
poration in that field. Where the corporation would report. is entirely 
for Congress to say. I presume the corporation would report to the 
President. I would assume so. 

Mr. Hays. You have influenced my views a great deal over the 
vears and that is the reason I was pentially interested in getting 
your opinion about the administrative structure. 

The thing that distresses me about the present arrangement is— 
at least until recently I know it has been true—that there is no one 
person who is responsible under Mr. Stassen for the technical assistance 
program around the world. You have to go to the geographic desk to 
find someone at the top who is responsible. 

We are getting down to something poe in this program because 
its autonomy seems to be threatened. I don’t say that with any feel- 
ing at all against the present administrators. I have no basis for 
questioning the sincerity of the top administrators in this program, 
but I am talking strictly about the question of efficiency. 

Wouldn’t you agree that we need somebody who will be Deputy 
Administrator in char ge and doing nothing but looking after technical 
assistance around the world ? 

Mr. Mirtrr. I have been gone from the United States so long I 
assumed we had somone there. 








ee Ob 


Siecle 


ib he aw phaaen AMIE: aah 








1055 


Mr. Hays. Unless it has been changed recently—there is’‘no one who 
is responsible—there is a top man in technical assistance for the Latin 
American program, someone in the Far East and so on, but I think 
it heads up in Mr. Stassen’s office and, of course, he has tremendous 
responsibilities. He can’t look after technical assistance as a major 
interest. 

Mr. Miter. You see, the last thing I did at all was to complete that 
report that I made which was authorized by Dr. Bennett. Then I 
followed through and did it for Stanley Andrews and he requested 
I bring it over to the House Foreign Affairs Committee. 

In those days Mr. Andrews had the job that you are talking about, 
and Andrews had his fingers on the whole thing around the world. 
Now, I just assumed there was somebody doing that now. I didn’t 
know that there isn't. 

Mr. Hays. There wasn’t for a while. 

Mr. Miter. I have been gone for almost 6 months and must plead 
ignorance ; I am sorry. 

Mr. Hays. Mr. Chairman, I would like particularly to join with 
Mr. Miller in what he has said about the nonpartisan character. I 
think while there are some programs the administration has a right 
to claim credit for, or perhaps the previous administration, in political 
history but both parties have contributed tremendously to technical 
assistance and it should be viewed as something that represents 
America’s noblest impulses. I am happy to associate myself with 
those views. I think it cannot be emphasized too strongly that both 
parties have a tremendous stake in the success of this program. 

Chairman CurrerFreLp. I agree with your views. 

Thank you very much. Who is your next witness ¢ 

Mr. Mitier. Father McGuire. He represents the National Catholic 
Rural Life Conference. 


STATEMENT OF FATHER FREDERICK McGUIRE, NATIONAL 
CATHOLIC RURAL LIFE CONFERENCE 


Father McGuire. I am Father Frederick A. McGuire, representing, 
today, Monsignor Ligutti, of the National Catholic Rural Life Con- 
ference. 

[ have had 18 years’ work out in the Far East presenting and coordi 
nating the work of all the Catholic foreign missionaries throughout 
the world from the United States. 

Mr. Chairman, I have a very brief statement to make: Many of us 
have been following—I hope intelligently—our foreign policy, espe- 
cially those of us who have had the advantage of wide experience in 
other countries of the world, and who have some understanding at 
least of the people in other areas of the world. 

It seems to many of us that presently we are forced into a position 
of meeting emergency situations; that we have little long-time plan- 
ning. Asa result of this, we have been interested these several years 
in this technical assistance program which is a part, by law, of our 
foreign policy, and we believe a very important part of our foreign 
policy because it is getting right down to the people. 

In 1932 I entered the original Communist area of China, the south- 
east of China. The Communists had been in occupation in that area 
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already 4 years. At that time Mao Tse-tung was the political com- 
missar and his first assistant was Chou En-lai. General Toota was in 
charge of the armies. 

Today, Mao Tse-tung is the Premier of China, Chou En-lai is the 
foreign minister, and Toota is still in charge, ostensibly of the armies. 

There were 21 years of patient planning for the takeover from 
1928, until 1939. We cannot expect a technical assistance program 
to be successful in a sensational way in 1, 2, 3, or 4 years. It is one 
thing which should be based on a long-term policy, if nothing else 
in our Government is. And it should not be a policy which ‘looks 
first of all to immediate results. We have people to win to our side 
in friendship. I lived with many of those people in China, Japan, 
the Philippines, and India. They resent pressure upon them. ‘They 
resent the idea that they are beggars. We need to accept this tech- 
nical-assistance program on the basis that it is part of our obligation 
to the world and not on the basis of what we are going to get out of 
it. And, therefore, I would state publicly and for the record that as 
far as the Catholic Church—and I know also the other religious 
denominations in this country are concerned, they do not want to 
see this program of human betterment directly tied into a military 
program because we are absolutely certain that if it is tied in, in 
that way, it is going to be destructive of the very purposes for which 
it was originally formulated. 

Thank you. 

Chairman CurperrieLp. Thank you, Father. 

Are there any questions? 

Mr. Smiru. Father McGuire, do you have any thoughts on the 
size of the program, financially? The administration is asking for 
$131.6 million. Have you any idea as to whether or not that is too 
little, or too much ? 

Father McGuire. Mr. Congressman, I have not studied the fiscal 
part of this program as presented this year. However, this I know: 
It is a most difficult thing to find technicians who are not only tech- 
nically capable, but who are so constituted psychologically that they 
ean fit into the program and make it a success. I would put the 
technical ability rating as 100, put technical ability as 30, and 70 
the ability to integrate themselves with the culture and customs of 
the people, and it is very, very difficult, as we know who have sent 
missionaries abroad, to find that type of person. We have sent mis- 
sionaries abroad whom we have had to recall just for the reason 
that they cannot understand the people there with whom they are 
to work and cannot integrate themselves in that general area. I 
think that $100 million—following the thought of Dr. Bennett whom 
I also knew quite well—is a very fine program, and if we can use 
$100 million intelligently, we will be very, very fortunate. 

Mr. Smirn. Thank you. 

Mr. Vorys. Now, that prompts me to a further question or obser- 

vation, Father. I taught school in China years ago, and I know 
of this thing which you describe as the missionary spirit. It seems 
to me it involves two things. One is an ability ‘to work with and 
understand the people where you serve and the other is to carry with 
you continually something from the homeland you left. 

Now, these technical assistance people are not to be missionaries in 
the sectarian sense, but wouldn’t you think it is important that they 
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should keep in mind the ideals of their homeland as they work with 
the other countries so that the people with whom they work get a 
little bit of the feeling of the great heart of America and the American 
way of life? 

Father McGuire. I agree with you 100 percent. I think that has 
happened wherever the man has been able to have true sympathy for 
the people. The people come to an admiration of the American way 
of life through the individual whom they meet. People are prone to 
interpret a country by the individual, as most of us frequently draw 
conclusions from a specific case. 

Mr. Vorys. There are two problems that we have on the personnel 
side and I certainly agree with you on your 70-30 ratio. These prob- 
lems apply to those who go on foreign missions—diplomatic, military, 
economic, or for technical assistance. One problem involves those 
who go out and fail to orient themselves with the people where they 
are stationed. The other is just the opposite. Sometimes we have 
Americans go out and become un-American; they affect the accents, 
habits, and everything else of the people where they go. They seem 
to forget they are Americans. I think the missionary spirit needed 
in this service requires both ability to understand others and ability 
to remain Americans. What do you think? 

Father McGuirp. Yes; I agree. I would like to say, though, fre- 
quently Americans going into fields abroad have forgotten that the 
principles behind the Declaration of Independence apply as well to 
the white, the brown, and the black races as they do to the white race 
and just as much. Actually, the Declaration said “all men” are 
created free and equal and not the white men. 

Mr. Vorys. Amen. 

Chairman CurrerFieLp. Are there any further questions? 

Mr. Hays. Father McGuire, I would like to get your comment about 
limited capital goods required in some situations. I agree in the main 
with the observations that are made about keeping this program on a 
simple basis. Being a close friend of Dr. Bennett. I echo his views 
on that, and I know his spirit and his philosophy. 

I like Dr. Miller’s way of putting it, that it is a sort of global ex- 
tension service. I used the expression “farm-security program” on 
time and he said, “Well, historically the extension service idea was a 
little more accurate,” and I adopt that. 

I first met Father Ligutti in farm-security work and I know his 
great spirit and fine contribution. You will pardon me for making 
these allusions, but it is a matter of tremendous interest to me. 

Now, on this question of capital goods. Take a country like Li- 
beria. We have a rather primitive situation, in parts of it—I think 
that is a fair statement. You do need, in order to carry out your 
program of technical instruction, agricultural and sanitation im- 
provements, you do need physical investment in roads for example. 
There is a limited area where we will have to have some investments, 
wouldn’t we? Iam trying to get a balance between those two ideas. 

Father McGume. Congressman, I would ask, might there be a dis- 
tinction made. I would say there are funds needed for demonstra- 
tion, but when you get into the area of roads, I don’t consider that 
demonstration. That can be something on a loan basis. Liberia is 
not as poor as she would make out in view of the Harry Firestone 
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investment in 25 million acres and the tremendous iron deposits that 
have been found there. It is in natural resources, a fairly well fixed 
country if it can be developed. It is backward. When the docks 
were being made in Monrovia, in order to help the natives carry the 
materials better, they imported the very lightweight steel wheelbar- 
rows and forgot to instruct them how to use them, and they found the 
natives with the wheelbarrows loaded but carrying it on their heads as 
they had always carried things before. That was only about 7 
years ago. 

For example, in our normal training schools for rural teachers, let 
us say in the Latin American countries—I was mentioning this 
point, today—you may need different forms of visual education in 
order to train these people. Various slide machines and simple mov- 
ing-picture machines. I think money should be available for those 
things or else you can’t carry out your program. 

Therefore, when you come down and say, “Only salaries of tech- 
nicians,” I think you are spelling out too tightly. 

Mr. Hays. That was the point I wanted to bring out and that 
answers my question exactly. I think you have thrown light on this 
other question of avoiding, in an area like Liberia, loading ourselves 
down with heavy capital investments under an economic program 
that should not be merged into our technical assistance program. 

Now, couldn’t we resolve that by simply coordinating our loan 
program? If it belongs in a loan program, it is a self-liquidating 
project, just get better coordination than we have been getting. 

Father McGuire. I do believe so. 

Chairman Cutperrieip. Thank you very much, Father. We ap- 
preciate your being here. 


STATEMENT OF NORRIS E. DODD, COOPERATIVE AMERICAN 
REMITTANCES TO EVERYWHERE 


Mr. Dopp. For the past 6 years I have been Director of the Food 
and Agriculture Organization. Iam presently connected with CARE. 
[ don’t have very much to add, I don't believe, Mr, Chairman, except 
that the technical assistance program, I think, after seeing it in 
operation in more than 50 countries, must be kept free and by itself. 
I mean it must be kept free of economic aid or of military aid. I like 
to think that when we have a friend down the street, a neighbor in 
trouble, that any of us would try to help him without particularly 
insisting that he join our church or our lodge, on the assumption that 
we had a moral responsibility to help him and that after we did help 
him, that he would probably be a friend of ours in any event. 

[ have found most countries don’t like to be considered an object 
of charity. They like to be in it, in a partnership way. I think the 
example Mr. Miller gave you a while ago is the way a program of 
that kind should be organized, just as we operate with the States, 
on permanent stations and so forth. The Federal Government con- 
tributes some and the States contribute the balance, even going so 
far as going down to the counties and they make some contribution. 

I think if your technical assistance program is kept clear of other 
entanglements, it is kept clear as to what the name implies—technical 
assistance and education; helping to train people to help themselves, 
we wouldn’t run into trouble. 
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I think at the present time—and I thought so from the beginning— 
we probably tried to do too much. When you think we are operating 
in countries where you have very few people who have the equivalent 
of a high-school education, it is very hard for them to take on a 
program of sanitation, of health, of agricultural technicians, of fish- 
eries, forestry, and government administration, if you will. Most 
of these countries are very new in the art of administration as yet, 
and it is too much to expect them to take in this whole waterfront. 

It took us a good many years—more than 100 years—to even develop 
our agricult ural programs in this country, let alone our health pro- 
grams and the rest. In some of these places it looks as though the 
United States is trying to do everything at once for somebody, and I 
don’t think you are making friends when you do that. 

Chairman Currerrreip. Are there any questions? 

Mr. Vorys. I would like to ask about this corporation idea to which 
Mr. Miller referred. When the Herter committee got back from 
Europe in 1947, we had the idea that the whole Marshall plan should 
be worked through a corporation. We then found that any such 
Government corporation would have all of its officers and directors 
appointed by the Government and would have to be under statutory 
authorization and limitations and we found we were back to where we 
started, that regardless of the corporate form, it was simply a Gov- 
ernment agency. 

I think exactly the same thing happened among those who were 
thinking of having a Government. corporation do our information 
program. Now, I wonder whether the same thing wouldn’t happen if 
we attempted to set up a corporation for technical assistance. 

Mr. Dopp. I think you could set up an administration to handle 
technical assistance. 

Chairman CurperFieLp. A separate agency ? 

Mr. Dopp. A separate agency that would handle technical assist- 
ance abroad only, and tie it fairly closely with your land-grant- 
college system in the United States. 

If it was not tied into military or economic aid, it would be 
conceivable. 

[ think an administration of that kind should do some long-term 
planning with the country affected: ee you need to go and 
where can you go? What: is the possibility of supplying people for 
training, putting up money, building buildings and equipping them 
over a per 1od of 1,2. 3, or 5 vears ¢ 

I think that would be one of the advantages of the separate adminis- 
tration. 

Mr. Vorys. Thank you. 

Chairman Cuirerrtetp. Are there any further questions? 

Mr. Hays. Mr. Dodd, you feel, don’t you, that CARE, as one of 
our leading private agencies, has worked out a very good relation- 
ship with the governmental procedures, around the world? 

Mr. Dopp. Very good, that’s right. 

Mr. Hays. It seems to me they have established a pattern. 

Mr. Dopp. There, you see CARE has gone into the Government as 
an active partner. You see CARE doesn’t furnish anything for free. 
The Government has gone in as an active partner and the local gov- 
ernment people are trained to operate that program. 
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Mr. Hays. Are we not learning, really, from this new relationship 
that it is possible for that genius of American private enterprise to 
be expressed in foreign countries? In other words, isn’t that the best 
way to do a lot of these things, through a combination of the two, a 
combination of government and private / 

Mr. Dopp. I think there has to be some government, some private, 
and some government and private. I think it has to be a combina- 
tion of three. However, don’t forget what I said a while ago: We try 
to go too fast. We try to go faster than the people can absorb these 
things. 

Mr. Hays. Thank you. 

Mr. Smiru. Dr. Dodd, you have had rich experience in government. 
You had some experience, I believe, in South America. 

Mr. Dopp. Yes, sir. 

Mr. Smrru. And, especially in connection with the Institute of 
Inter-American Affairs, which was set up under the 80th Congress. 

Would you care to comment on just how that organization operated ? 

Mr. Dopp. Well, I just want to correct the statement that I was 
connected with the Institute of Inter-American Affairs which I am 
not. I was in the Department of Agriculture, as Under Secretary, 
and with the Food and Agriculture Organization I had an opportu- 
nity to observe very closely. 

I think the Institute, particularly the way it was operated in Peru, 
is almost ideal. I think Mr. Neal and the people with him have done 
an exceptional job. It started out with most of the money being put 
up by Americans and today it is put up almost entirely by Peru and 
the work is done by Peruvians who have been trained. 

Mr. Smiru. If you were to start afresh with a new agency—— 

Mr. Dopp. I would use a pattern something like that. 

Mr. Smirn. What categories would you cover, or how would you 
deal with the program, Mr. Dodd? 

Mr. Dopp. I think it would depend a little bit on the country. In 
some countries, you have to improve their agriculture, first. That 
is the foundation of their whole economy. 

Education, of course, is the next thing. Without the education, they 
can’t apply the newer techniques. Sanitation helps, including nutri- 
tion. Nutrition in some parts of the world is pretty terrible. Perhaps 
you could make some of your greatest advances by improving nutri- 
tion. Sometimes it can be done in very simple ways. 

As I told members of this committee some time back, when I see 
the diseased children, the loss, and the millions who are dying for 
the want of a little skimmed milk we could use to prevent that dis- 
ease, I think you can see my interest in wanting to get foods of that 
kind available to those people. That would mean, “then, improving 
their nutritional side as well as the health side. 

Mr. Smiru. Now, assuming again, if you had this program to start 
with—I call your attention to the fact that this bill before us that we 
are considering has a provision for $131.6 million for technical assist- 
ance—do you think that is too much, or too little? 

Mr. Dopp. Of course, I wouldn’t be qualified to speak on whether 
it is too much or too little, until I saw what that money was going to 
be used for. I’m afraid, though, you would find a lot of that money 
was to be used for things other than technicians. 
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The equipping of laboratories and schools and transportation and 
a lot of those things which probably could be furnished by the coun- 
try, themselves. 

I would think the figure was much too high. 

Mr. Smrru. You feel as Father McGuire does about limiting it 
to the technicians, plus some equipment that is necessary to put the 
program over ¢ 

Mr. Dopp. Yes, very much. I would want to limit it to technicians, 
plus some demonstration equipment, about the same as the Federal 
Government would now with the States. Have some overall agree- 
ment—if country X will do so and so, we will do so and so, and we 
limit our money, there. I see no reason to build roads, dams, and rail- 
roads. That is not technical assistance. That is investment. 

Mr. Smirn. You feel, too, do you, as the other men who have testi- 
fied, that the giving of grants or the making of grants is not building 
friendship for us? 

Mr. Dopp. You don’t buy friends with money. You have to earn 
your friends. If you can help a neighbor down the street, if you can 
help him take care of his sick child or his family, you can probably 
build a friend. You don’t build a friend when you give him a $5 
bill. I think you have to earn your friends. We haven't done a very 
good job of it in the Far East in underdeveloped countries where I 
have been by trying to buy friends with money. 

Mr. Smiru. Thank you very much. 


STATEMENT OF C. LEIGH STEVENS, CONSULTING ENGINEER IN 
THE FIELD OF MANAGEMENT 


Mr. Srevens. I am C. Leigh Stevens, a consulting engineer in the 
field of management. Also visiting lecturer at Harvard University. 

I have had the honor of traveling for Mr. Dodd once or twice, 
with Dr. Miller, making some observations around the world in these 
fields. I guess the thing that probably disturbs me most- and I am 
disturbed—as the Congressman said I started some steel plows that 
1 brought back from India to replace the wooden ones, but if I have 
any professional competence it is in the field of organization. 

In my opinion the present organization of the technical assistance 
program is entirely incorrect and it is bound to fail. I am so dis- 
turbed about it that I wouldn’t be at all surprised if some of the 
foreign countries are going to invite us to leave, because the setup 
is so organizationally wrong. I might illustrate what I mean by that: 

In effect, we have as advisers in Secretary Weeks’ Office, Secretary 
Benson’s Office, Secretary McKay’s Office, advisers to those Secre- 
taries, who carry in their back pocket a considerable amount of money 
which those Secretaries very much would like to use. I don’t care, 
gentlemen, how you define it, or on what basis you put it, the reaction 
of the foreigners i is resentment to the power of the dollar to dictate 
their governmental policy, and unless, in my opinion, some way is 
found to remove this technical assistance program from direct inter- 
ference with the departments of government among our friends 
around the world, pretty soon we aren't going to have any program. 

Now. it is not difficult to overcome that organ zationwise. If 
separate administration or separate corporation were set up to handle 
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mes particular program, it would then develop outside of the Amer- 

‘an Government, departmentally, outside the State Department, the 
Depevuaiean of Agriculture, the Department of the Interior, all of 
whom are interfering in our foreign friends department, a method 
by which specific projects could be developed for use. Jointly, the 
foreign governments could set up a cooperating organization. When 
those two organizations agreed that a project was worthwhile being 
done then they could recommend it to the proper authorities within 
their own government for rejection or adoption. On that basis, in 
my opinion, you would cut out the most dangerous single factor, to- 
day, in the destruction of our friendship through what to me is inter- 
ference, improperly, in the governmental departments of the people 
we are trying to help. 

JCRR in Taiwan, is an organization outside the Government of the 
United States, outside of the Government of China, in its normal 
operations. The three members are appointed by President Chiang 
Kai-shek, two members are appointed by President. Eisenhower. 
They develop projects together which are in turn recommended to 
the Government of Taiwan and recommended to the Government of 
the United States for acceptance or rejection. 

That to me, gentlemen, is the only sound organization procedure 
by which you can make this program work. Without it, I am sure it 
is bound to fail. 

An illustration of why I think it is unsound, I observed while we 
were in India—Dr. Miller and I were there for 4 or 5 months at the 
invitation of the Indian Government, studying their small cottage 
industries. As a result of that study, we also saw their largest in- 
dustries. We didn’t think we could be intelligent unless we could 
orient ourselves between the whole picture. 

Much to our amazement—I haven't been able to get to the bottom 
of it yet—we gave the Indian Government $20 million to buy some 
new locomotives. I don’t think our organization was too well in- 
formed that there were an awful lot of excess locomotives in this 
country. 

I think—I’m not sure—I haven't checked this—that since the Brit 
ish built the Indian railroads, that they are standard gage. We 
certainly have had the Royal Scot from England, here on our rails. 
I presume that England, ourselves and India have the same gage. 
And, if that is true, there are thousands and thousands of excess, fine 
quality locomotives which could be put on a ship almost tomorrow and 
none of them would have any shortage of motive power to handle their 
railroads. 

I don’t think our technicians really solved or analyzed that problem. 
At least I know that the grant was made to purchase new locomotives 
and rolling stock. 

Then, we granted $20 million to buy steel ostensibly for agricultural 
purposes. In effect, in my opinion, that is a gift of foreign exchange 
to the Indian Government. We might just as well have granted them 
$20 million to buy sugar, or any of the world commodities that they 
are importing. All it did, in effect, was actually give them a dollar 
balance. It was not in my opinion in the realm of technical as- 
sistance. 

Now, let’s get down to technical assistance, itself: Dr. Miller and I 
were in Southeast India. We have a county agent from Texas doing 
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a marvelous job. He has introduced the steel plow. This steel plow 
happens, after use, to split. The steel is unsuited for the purpose, 
and that county agent said to me “Mr. Stevens, I think this village 
is going to discard steel plows and go back " the wooden ones and 
if we ever get them again to come out of it, I don’t know when.” 

Gentlemen, in my opinion, that is a total failure on the part of the 
United States technical assistance organization to do the job properly 
in the first instance. If they don’t know that the equipment is proper 
for the use, they never should grant the money to purchase it, or ad 
vise its use. 

Mr. Vorys. I don’t get that. What happened there? Were the 
steel plow heads improperly constructed ? 

Mr. Stevens. Improperly constructed or had had wrong steel, 
so that they split open. 

Naturally, a fellow bought a plow and it cost quite a bit of money 
for an Indian. When it doesn’t work and breaks apart, he is going 
to get rid of it, and he isn’t going to buy any more. 

At the same time we have known where agriculture is 90 percent in 
the Indian economic scene. Eighty-five to ninety percent of the people 
live on farms. 

I submit that nowhere among the Indians, ourselves or anyone, have 
we properly studied the farmer’s needs. If those fundamental needs 
are first studied and the equipment for plowing, for preparing the 
seedbed, for harvesting are determined, then we can begin to move 
the Indian people up and the Indian farmer will appreciate it. 

But I have yet to see in all the 20,000 miles that Dr. Miller and I 
traveled in India anybody attacking that problem from the bottom 
where it should be attacked first. No Indians, no Americans. 

I found a fellow up in the Punjab that designed a pump. It is very 
illustrative. I have a pump design myself going on with Dr. Evans 
down in Texas. 

The Indian bullock we trained practically broke up Texas but at 
least we are working on a pump. 

The fellow in the Punjab had a pump, and I wanted to buy it to 
ship to New Delhi for tests. The Joint Secretary bought it for me. 
He wouldn’t let me buy it and sent it to Delhi for tests. 

It is the most beautiful illustration of the lack of technical assistance 
where it belongs that you could possibly find. The concept of it is 
engineeringly sound. It is not engineeringly the best, but it is engi- 
neeringly sound. The gentleman who built it took some figures out 
of a book and told us what it would pump. Of course it wouldn’t 
pump it because he said it would pump a perfect vacuum. When we 
got it under test it quit at 17 feet. When I got someone—Mason 
Vaugh to come up in Luchnow—Mason Vaugh is an American mis- 
sionary engineer who has been in India for many years. 

We tried to operate the pump. It was all right except that it was 
«a four-cylinder pump and no cylinders were interchangeable. Al 
cylinders were bored on a taper. 

Thirdly, the headstock bearing was so loose that the tool chattered 
and, in effect, you have a peened cylinder. It looks like this nice 
peened silver that you buy. 

Furthermore, the piston passed over the discharge valve. 








1064 


As you all know, I think, a water pump piston has a leather on it 
to seal it. Every time the piston made a stroke, it went down and 
covered the discharge valve, and when it came back up the lip of the 

valve caught the leather. None of the cylinders lasted more than 
25 minutes’ pumping. 

It is an illustration of the fact that I don’t think our technical 
people have gotten down from the high plane on which they operate 
into the mud of the village where 90 percent of the Indian people live 
to attack this problem, and I think the only way it can be attacked is 
through a separate organization bringing to our Government and to 
the Indian Government or the Pakistanian Government or the Bur- 
mese Government—any of them—definite projects which can be judged 
on their merits, which can be checked as projects and which can be 
developed and when they are developed will spread like wildfire 
wherever you are. 

That, briefly, is about the gist of my particular reaction to technical 
assistance as such. 

Chairman Currerrretp. Thank you, sir. 

Are there any questions? 

Mr. Vorys. Mr. Stevens, on this plow business, a young man 
appeared before this committee a couple of years ago, and he said 
something about “we devised a steel plow.” 

I said, “Who do you mean by ‘we’?” 

He said, “Technical assistance.” 

I said, “Did you ever hear of a fellow named Sam Higgenbottom, 
an American missionary,” and he finally admitted that the original 
steel plow wasn’t developed by any TCA but was developed years ago 
in Allahbad. 

He then said, “Well, we have improved upon that plow.” TI don’t 
know much about plows but from your experience with that machin- 
ery and having seen these plows, could you tell whether technical 
assistance has improved much on the original steel plows developed 
out there by an American missionary ¢ 

Mr. Stevens. I don’t think they have. That was developed by 
Mason Vaugh, of whom I spoke or under Mason Vaugh’s direction, 
at Allahbad. 

I have a shipment of CARE plows which I am a little critical of 
because they are furnishing them with no points and no tests. 

I don’t see that the fundamental design work has been done on that 
plow completely, yet. Mason Vaugh’s adaptation was in the area 
around Allahbad and fits the Ganges Plain quite well. 

We made it bigger and changed it a bit and I don’t think it adapts 
at all well. At least there was no engineering set-up given to me, nor 
could I find one. I saw none of them that had any bac kground test 
information of any kind which would make what would be necessary 
for a sound agriculture program. 

Mr. Vorys. Now, as I remember it, you are a consulting engineer, 
but in your engineering, you had a good bit of engineering experi- 
ence on the design of various agricultural implements; isn’t that 
correct ? 

Mr. Stevens. Not quite correct, sir. I have had a good many 
clients who have been manufacturers of agricultural implements. As 
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for the accomplishment of design myself; no, sir. But, 1 know how 
to get it designed. 

Mr. Vorys. What I mean is, as an engineer, you have made quite 
a study in your business of agricultural ‘impleme nts in this country; 
is that right? 

Mr. Stevens. That’s right. 

Mr. Vorys. And, it was somewhat on the basis of that experience 
that you were chosen to go as a consultant, to FAO? 

Mr. Srevens. I think actually Dr. Miller recommended it to Ed 
Dodd. Just what he said to him, I don’t know. 

Mr. Vorys. Thank you. 

Chairman Curperrietp. Mr. Smith—— 

Mr. SmitTH. Well, all I can say, Mr. Stevens, is thank you. I am 
sure this committee is very much interested in what you have said. 
I would like to ask this question: You have expressed some very 
definite views on TCA. Have you ever asked Mr. Stassen to listen 
to you? 

Mr. STevENS. No, sit 

Mr. SmirH. Why don’t you give that some consideration ? 

Mr. Srevens. Do you think just a poor engineer should ask Mr 
Stassen—— 

Mr. Smirn. I think a man with your ability and with your knowl 
edge and experience of that situation, you owe it as a good citizen, 
to get an appointment with Mr. Stassen and discuss the matter with 
him. I am sure he would appreciate any such conference. 

Mr. Stevens. Well, Congressman, I think Mr. Stassen knows about 

. fellow named Stevens because I spoke much more critically than I 
pat: in this committee to the technical administration—where Dr. 
Miller and I were invited to attend—in India, itself. There is noth- 
ing I haven’t already said to them. I wouldn’t be surprised if Mr. 
Stassen knows there is a fellow named Stevens around. 

I was particularly critical and I think I do want to say it here, 
of the fact that we send equipment to these countries and we don’t 
insist on sending the people who operate the equipment once it gets 
there, the technical, trained people. I have talked to a great men 
American technicians—this might be hearsay—it is, actually, but 
they tell me that equipment that costs $30,000 or $40,000 lasted 250 
hours when actually it ought to last 10,000 hours. Where equipment 
is turned over to foreign country technicians who are not familiar 
with its design and see fit to redesign it on the theory that they can 
design it better than it was designed, here, with the natural result. 

We have advocated tractors in India from the beginning. ‘The 
tractor program commercially in India is down now to less than 100 
a month for a nation of 60 million farmers, and the second biggest 
importer of tractors has gone into land reclamation to save his busi- 
ness because he can’t sell enough tractors to keep going. 

If you go through there, you “will see we have not gotten down to 
grassroots and gotten to the farmer, himself. Whenever you see it, 
as Dr. Miller and I saw it—a vill: age bought 50 pumps. They got rid 
of half of their bullocks. They paid for them in a couple of years 
when it should have been 5 years and were moving on to a next 
project. 
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Again, in southeast India—and I hope I am not taking up too 
much time, sir—we have a technician helping them ar, a cold- 
storage plant. The potato price in Calcutta goes from down here 
up here and back down again, because you can’t store them, and, 
therefore, there are some people making a very great amount of money 
in storing the potatoes and other products. But, we have designed 
that plant for a crew of six men to operate it. It isa fully automatic 
plant, or ought to be. We biissfully recommended to the Indian 
Government that—sure, they have 300 million people that they don’t 
know what to do with—that they waste labor to that extent. What 
they are actually doing is preventing the workingman from improving 
his income. When you take six people to do a job a half a man ought 
to do—as a matter of fact, all you have to do is get to the equip- 
ment when a bell rings which ‘shows it is out of commission—we 
aren’t technically serving them too well. I think, gentlemen, it is 
time we began to get our feet in the mud and begin to look 
at the problem of the guy who produces the food. When we help him 
out, then we will be able to develop agriculture into the industry 
we have developed it to here. There is no question but what the 
Indians will follow, just as we follow. But, they can’t do it when they 
don’t know how to design a pump, except with tapered cylinders, 
and when the leathers destroy themselves on the valves that is going 
to set it back years. There were about 10 of those pumps sold that 
cost about 1,000 rupees apiece. That is about $200. 

Do you think anybody within 30 miles of any of those pumps is 
ever going to buy a new pump? Not if we can help it. 

Mr. Apair. Mr. Stevens, as I came in, you were addressing your- 
self to the Joint Commission on Rural Rehabilitation, if I understood 
you correctly. 

Mr. Stevens. That’s right, sir. 

Mr. Apam. Did I understand you to say you favored the approach 
to these problems as exemplified by the work of the JCRR? 

Mr. Stevens. Yes, sir; EF do. 

Mr. Apam. Have you observed its work on Taiwan, personally ? 

Mr. Srevens. Yes, sir, but not to the extent that I could report to 
you gentlemen, as I really know it. The fact that we were there 2 or 
3 days—Dr. Miller and I were there 3 or 4 years before—it seems to 
be on the surface working very well. Organizationwise, what both the 
Chinese and the Americans told us, it is working very well. They 
say that while ostensibly it is under Chinese control and the chair- 
man is a Chinaman, and we have 2 members and they 3, they operate 
practically with no votes at all. It is almost a unanimous body. 

The references to the Chinese Department of Agriculture and other 
points, and the references go back to our technical-assistance people 
for direct appropriations on projects which they set up and direct. 

Mr. Apair. Then the next question is, you feel an approach of that 
sort would be successful in India ? 

Mr. Stevens. I think it is the only one, sir, which is organizationally 
sound. I do not think that you can go ‘to the Department of the In- 
terior in India any more than you could go to our Department of the 
Interior and become a part of that Department with a good deal of its 
budget in your a and make it work. On the other hand, I do 
think a joint submission of a project to our Department of the In- 
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terior by a joint body—assuming the reverse, that we were getting 
advice from the Pakistanians, we'll say—that that, we would accept. 
[ think it is the only way to make it acceptable. 

Mr. Apair. Let me say that I share your high opinion of the work 
of the JCRR. I think that those people are doing an amazing job, 
there. 

You observed while you were in India the work of some of our peo- 
ple who had formerly been county agricultural agents. 

Mr. StTevens. Yes, sir. 

Mr. Apair. Would you briefly say whether you think their ap- 
proach is correct ¢ 

Mr. Stevens. Their approach is correct, sir, except that they are 
handeuffed, in two ways: One in the fact that they are a part of the 
agricultural department of India and they have a hard time getting 
a separation. It goes back all the way up, that feeling. 

Secondly, I don’t think we have directed in many cases to the funda- 
mental engineering design research approach which has to be done 
before you can build anything up. After all, you can’t make 5 mil- 
lion razor blades a day until you have made one, successfully. 

Mr. Apatr. This question is to you as an individual: 

Do you think that it is worth continuing to have our agricultural 
agents serving in India as they have in the past ? 

Mr. Stevens. By all means [ think it is worthwhile, but I think 
it has to be reoriented. They need better support. For instance, this 
chap from Texas has done an outstanding job, but he wasn’t supported 
by a properly designed plow. If he had that, his job would have been 
even better. 

Mr. Apa. Are you saying to us, then, that the work of the agri- 
cultural agents is so closely tied to the technical process of develop- 
ing good plows and good pumps, and so forth, that one cannot suc- 
ceed without the other ? 

Mr. Srevens. It is succeeding now in the field of agronomy, if I 
use the term correctly. They are getting better seeds, they are getting 
better fertilizer. They are getting some better tillage practices. When 
it comes to the mechanization which is going to release the real bulk 
of the labor, about that nothing has been done. 

Now, at Allahadad, there are 2 men from the University of Illinois, 
1 working on plant breeding and 1 working on fertilizers. Both of 
those gentlemen have already made a great deal of progress there at 
the school in developing green manures and developing higher yield- 
ing crops. 

The work of the Indian extension service, the community develop- 
ment projects, that is very successful. That started from 20 to 25 proj- 
ects, the Ford Foundation. It was limited to cultural practices and 
better seeds, only. They are now beginning to push over into this 
mechanical field. The foundation just isn’t there for that. 

Mr. Apatr. I don’t want to labor the point, Mr. Stevens, but is this 
an accurate appraisal of what you are saying; that these agricultural 
agents or former agricultural agents in this country are doing a good 
job over there, in your personal opinion, and one that ought to be 
continued ¢ 

Mr. Srevens. Yes, sir. 

Mr. Apartr. But you think they can do a much more effective job if 
the technical advantages keep abreast of their other work? 
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Mr. Srevens. Yes, sir, and thirdly if they are removed from being 
a part of the Department of Agriculture and the Government of India 
which now they are. 

Mr. Anam. And put in some sort of organization like JCRR? 

Mr. Srevens. Some joint control organization controlled by the 
Indians, with ourselves as a member. 

Mr. Apatr. Thank you, Mr. Chairman. 

Chairman Cureerrieip. Thank you very much, Mr. Stevens. 

Mr. Smitru. Mr. Chairman, Reverend Gotwald, who represents the 
Federal Churches of Christ in America, came here to testify this after- 
noon and I ask that his statement may be incorporated in the record 
at this point. 


STATEMENT OF LUTHER A. GOTWALD, EXECUTIVE SECRETARY 
TO THE DIVISION OF FOREIGN MISSIONS, NATIONAL COUNCIL 
OF THE CHURCHES OF CHRIST IN THE UNITED STATES OF 
AMERICA 


Mr. Gorwap. I am Luther A. Gotwald, executive secretary of the 
division of foreign missions of the National Council of the Churches 
of Christ in the United States of America. The division of foreign 
missions includes in its membership 69 boards and agencies in foreign 
missions activities overseas. They support approximately 9,000 mis- 
sionaries and contribute annually for overseas expenditures approxi- 
mately $40 million for the work in more than 50 countries. 

The annual division assembly of representatives of these boards and 
agencies met in December 1953 and adopted a statement regarding 
technical assistance. The general board of the National Council of 
Churches, at its meeting on May 19, 1954, approved this statement and 
authorized the appearance here of a representative of the division. 

The general board of the National Council of the Churches of Christ, 
and its predecessor body, the executive committee of the Federal 
Council of Churches, have, over the past 5 years, issued statements 
in favor of the many phases of the technical-assistance program of 
the United States Government and of the United Nations. It is not 
strange, because of its particular interest in many of the so-called 
underdeveloped areas of the world, that the division of foreign mis- 
sions should also under present circumstances adopt a resolution 
dealing with both the bilateral technical cooperation program of the 
United States Government, but also the multilateral program of the 
United Nations, in which our Nation bears a considerable and respon- 
sible share. 

The very structure of our division of foreign missions indicates our 
interest in many phases of this type of activity, for we have among 
our representative functional committees the following: 

(1) The committee on world literacy and Christian literature 
carries wide responsibilities for literacy programs and for the produc- 
tion of literature for new and semiliterates. 

(2) The Christian Medical Council for Overseas Work acts as a 
clearinghouse for medical missions, counsels on field problems, and 
recommends training programs for nationals and missionaries. 

(3) The committee on radio, visual education, and mass communi- 
»ations promotes cooperative field projects in these media of education. 

(4) The rural missions cooperating committee serves as a clearing- 
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house for rural and agricultural missions, provides advisory service, 
and organizes special rural training courses in the United States. 

The healing of the sick, the feeding of the hungry, and the teaching 
of the untaught are all integral parts of the wor ldwide mission of the 
Christian Church. But our resources are too small to meet the 
urgency of today’s worldwide needs. 

Since the inception of the plan for technical assistance abroad, 
Christian missionaries have lent their wholehearted support to this 
goal. However, during the past 2 years, political consideration at 
home and abroad have whittled aw ay the original high-minded pur- 
poses of this program. Many feel that the “rendering of technical 
assistance is now being made to conform more closely with our stra- 
tegic plans for defense and mutual security. 

Although we ourselves are not competent to express detailed pro- 
posals of how this might be effected, we feel strongly, as expressed in 
the statement below, that the original idea of technical assistance, or 
technical cooperation as it is now more appropriately called, should 
be restored and that this program should be separated from defense 
measures and departments. It further seems to us that it is essential 
that such a program should be “conceived as a iong-term effort with 
qualified personnel and on a limited cost basis.” We note that techni- 
cal cooperation in the present estimates amounts to about 4 percent of 
the total funds requested by the Foreign Operations Administration. 

We further believe that the multilateral technical assistance of the 
United Nations has certain advantages and unique features not found 
in bilateral programs, such as: 

(1) All contributions to the program are pooled in the United 
Nations Treasury, and lose their particular identification. 

(2) Specialized personnel who serve in such United Nations tech- 
nical missions are drawn from many nations and these multinational 
and multiracial teams have been one of the program’s greatest assets. 

(3) The absence of political and national motives makes the United 
Nations programs more agreeable and acceptable in areas where other 
types of aid may be suspect. 

It is with these considerations in mind that we present for your 
consideration the following official action of the division of foreign 
missions, and of the general board of the National Council of the 
Churches of Christ in the U. S. A. 

We believe that a bilateral program of technical aid for the so- 
-alled underdeveloped sections of the world can be a concrete demon- 
stration of our desire for action toward a peaceful world. The origi- 
nal bilateral technical assistance program popularly known as point 4, 
has, on the whole, been beneficial to the people it served. 

We therefore recommend to the United States Government that: 
(1) It restore the original idea of technical assistance on a mutual 
basis and separated from defense measures and departments; and that 
(2) such a program be conceived on a long-term effort with qualified 
personnel and on a limited cost basis. 

We further believe in the value of international technical aid pro- 
grams as carried on by the United Nations Organization. Such pro- 
grams give the United States an opportunity to demonstrate our 
desire to work as partners with other nations and races in humani- 
tarian enterprises. We therefore urge our Government to provide 
adequate support for the continuation and expansion of the United 
Nations technical assistance program. 


45700—54———_68 
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Chairman CurperFireELtp. We have here Mr. J. T. Sanders who would 
like to testify on the agricultural surplus portion of the bill. 


STATEMENT OF J. T. SANDERS, CONSULTANT WITH COOPERATIVE 
AMERICAN REMITTANCES TO EVERYWHERE 


Mr. Sanpvers. Mr. Chairman, I want to apologize to the committee 
in the first place for not requesting to be heard earlier but we heard 
of the surplus title of the bill before the committee, I suppose you 
would call it, being attached to the bill Friday afternoon, late, and 
had no knowledge of it prior to that time. 

I also want to apologize for Mr. French who requested by wire to 
you this morning, Mr. Chairman, for permission to appear before the 
committee but after I called him when I ascertained that we could 
appear, it was impossible for him to get a plane in time to be down 
here at 2:30 and therefore Mr. French will not be able to appear 

The importance of the surplus problem to this country is evidenced 
by the fact that approximately 100 bills have been introduced in the 
2 Houses in this Congress and 60 or 70 of them in the House, alone. 

At present, or during the past 2 years, the authority for the dis- 
tribution of surpluses, as you are aware, especially as it pertains to 
such organizations as CARE is given in the section 416, of the 1949 
Agricultural Act, which requires that when a product is in imminent 
danger of spoilage, or waste, it can be used or given away by the Sec- 
retary of Agriculture for a priority of uses, foreign distribution being 
the last of those priorities, 

Public Law 216 of the last session which provided $100 million 
for emergency famine relief, or rather famine relief and other urgent 
relief purposes is a second distribution authority. During these past 
2 years, the voluntary agencies have distributed about $364 million 
worth of surplus products. This occupied 12 months in 1950, about 3 
months in 1952, and 9 months in 1953. Of this amount, CARE 
distributed $67 million worth. 

IT want to emphasize to the committee a thing that I think is ex- 
tremely important in considering surpluses in this country, and that is 
the permanent or semipermanent nature of surpluses. 

In other words, they are not a preliminary or a passing phenome- 
non. The Secretary of Agriculture has said recently that at the end 
of this crop year he expects to have approximately $8 billion worth 
of surpluses either as directly owned by the Government or under 
control of the Government and that by the end of the following year 
he would expect that to be at least $10 billion. Now, that is a “start- 
ling figure for the Government to have control of. I am reasonably 
sure that this surplus is not due to any price-support program that 
may have been in use. I believe this surplus would have been a sur- 
plus for us to deal with in some way, regardless of price support, 
regardless of the form of price support. And I want to give you 
some reasons for believing this. If you examine the total acreage 
of crops we have planted in this country for the past 20 years, you 
will be very much struck by the stability of that acreage. For example, 
the average acreage we planted from 1935 to 1939, was 357 million 
acres. That wasa period that brought us out of a depression into rigid 
control, or an attempt at rigid control, into a period when we were 
considering that these controls were not so necessary. 
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In 1940, to 1944, we passed from a period of depression into war- 
time prosperity and during that period we planted 353 million acres. 
About 2 percent change from the previous 5-year period. 

In 1945 to 1949, out of war into a semidepression or recession, we 
p lanted 360 million acres. Less than 2 percent change. From 1950 
to 1954, we planted an average of 359 million acres, and this year, 
oh we are planting 357 million acres of crops. eet there is few 
phenomena in the economic world that I know of that are quite as 
stable as the total acres of crops planted by the farmers of America. 
In war, out of war; in depression, out of depression; in prosperity, 
Into recession ; that acreage is very, very sta ble indeed. 

During the last 20 years we have increased the field power needed 
to make these crops, to till the land, plant it and harvest it. From 
26 million units of horsepower in 1935-39—I am not talking about 
motors in the barns and places like that but power that is used only 
for the field work, power needed for taking care of this 350 and 360 
million acres of croplands—we have changed our field power from 26 
million units of horsepower in 1935 to 1939, to 41 million this year, or 
a change from l horsepower unit for every 14 acres, To | horsepower 
unit for every 8,5 acres. 

In other words, we have a superabundance of power to take care of 
these acres. This power will be wasted if it isn’t used. It has no 
other use than to take care of crops, to harvest crops, to plow the 
land. That is an impelling reason why it will be used to the fullest 
extent. 

But, that isn’t the only important factor in creating a permanency 
of these surpluses. We have increased our self-sufficiency in the labor 
that the farmer has to take care of these crops. 

For example, in the northern midwestern Corn Belt, 14 years ago 
the average farmer supplied—the farmer and his family—supplied 
82 percent of the labor required to take care of the agriculture in that 
area. Today he is supplying 9) percent of all labor needed. In 
other words, he is becoming more labor self-sufficient. 

Now, take those three factors into consideration : 360 million acres 
of crops, any portion of which—except out in the Dry Belt where 
farmers fallow—any portion of which will go to waste if it is not 
used. Consider the combination for full farm output—and 41 million 
units of power that can’t be used for anything else that will go to 
waste if not used for crop production, and 90 percent of the labor 
needed to till these crops and harvest them. This can’t be used for 
any purpose other than farming because the farmer can’t pick up 
a job any time he wants it. He lives in a certain location and he 
must use his labor on his farm. 

That isn’t the only factor that makes it almost inevitable that the 
farmer will continue to farm 360 million acres of crops. But you 
say, “Will not the farmers, if prices get so low and surpluses get so 
depressing, will they not go away from the farm and, therefore, will 
there not be less farmers than are needed to take care of this crop 
land and therefore reduce the cropland ?’ 

No, indeed, that will not occur. We need about 150,000 to 200,000 
boys each year to replace the farmers who die or retire. We have 
supplied that number of boys and have had a surplus every year on 
the average for the past 35 years, of 250,000 boys that farms send to 
the city. Farms will not be left idle, will not remain idle for lack 
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of new farmers to take the place of retiring farmers. So we will 
always have an ample supply of farmers. 

Now, then, another factor. These four things that I have mentioned 
are not the whole list of factors that are almost impelling agricultural 
surpluses in this country, regardless of what we do about agricultural 
support programs. A fifth factor is our know-how. 

Phe Department of Agriculture made a study about 3 or 4 years 
ago, and they showed that with present know- how feed grains could 
be increased 57 percent on the present acreage if we just “applied the 
know-how that we are not applying, and that we know how to use 
at present. 

Through use of this know-how farms are increasing their output. 
We are constantly increasing our ability to produce. 

Notice what we have done during the war which I know you have 
been informed of time and again, but in 1935-39 the index of output 
was 100 percent. 

Last year it had risen to 140 percent. It is true that was partly 
due to good climatic years, but not entirely. A great deal more of it 
was probably due to know-how, improved machinery, improved 
methods, 

Now, this study of the Department of Agriculture showed that 
feed grain crops could be increased by 57 percent if we would apply 
the available know-how ; that cotton could be increased by 76 percent, 
on the same acres; that the production of peanuts could ‘be increased 
by 53 percent; that wheat could be increased by 40 percent; hay, 56 
perc ent: and pastures, by the astounding increase of 96 percent. Live- 
stock products with the same number of livestock units could be 
increased about in the proportion of the average that I have given 
you for crops. These increases could be had by simply applying the 
know-how and not increasing acres or number of livestock. 

Now, when you put all those five factors together, you are compelled 
to conclude that surpluses are with us, that regardless of price sup- 
port, farmers are going to use all these high fixed cost factors to pro- 
duce a full output. They have never varied from that full output and 
never will short of drought and extreme calamity of depression. 

So, I think that these surpluses are with us, that it will require every 
device we can develop to use them sensibly and soundly. 

These surpluses are not a curse; rather they are one of the greatest 
blessings this Nation ever had to go into the troubled world that we 
face. Due to the fact that the nature of this full output that I have 
described to you, that we face a very chaotic, war-torn world, these 
surpluses are going to be a continuing problem until we have the legal 
machinery to deal with them. They can be a blessing if we will use 
them to distribute to hungry people, if we will so distr ribute them that 
we will provide that the receiving countries do their utmost to help 
compensate for them, to help compensate at least for the distribution 
of them. 

Chairman CutrerrievD. We are limited in time. I wish you would 
tell us about this amendment or how it affects your organization. 

Mr. Sanvers. We have had a short time to study it. We believe 
this amendment as written could serve the voluntary agencies better 
if a very few minor changes were made in it. I will call your atten- 
tion to the changes that we believe could be made, and make it some- 
what more acceptable for voluntary agencies. 
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Section 1108, subsection (a), as it is written here in the mimeo- 
graphed copy that I have would be greatly improved to our way of 
thinking if the word “emergency” were omitted and it were made to 
read as follows: 

In order to enable the President to furnish assistance on behalf of the people 
of the United States to friendly people in meeting famine or other 
strike the words “urgent relief” and insert “relief assistance”— 
or other relief assistance requirements, the Commodity Credit Corporation shall 
make available to the President out of its stocks of such surplus agricultural 
commodities, f. o. b. vessels in United States ports, as he may request for trans- 
fer (1) to any nation friendly to the United States in order to meet famine or 
other 
strike the next two words “urgent relief” and insert “relief assistance.” 
t would then read— 
wr other relief assistance requirements of such nations 


and so on. 

Now, the next change that would greatly improve the bill so far as 
our thinking is concerned, is subsection (d) of section 1108. The last 
sentence in subsection (d) reads as follows: 

The President may make such transfers through such agencies in such man- 
ner and upon such terms and conditions as he deems appropriate; he may make 
use of the facilities of voluntary relief agencies to the extent practicable. 

We would strike that last sentence and change it to read as follows: 

The President is authorized to make such transfers in such manner and upon 
such terms and conditions as he deems appropriate, through such agencies, and 
through voluntary nonprofit agencies when he deems it practical, and to the best 
interest of the United States to do so. 

We believe there should be a more positive shift toward using non 
profit voluntary agencies to distribute these commodities if these 
changes were made in the bill. 

We believe that the Thye bill, which was introduced in the Senate as 
S. 3377, has the more appropriate provisions enabling voluntary agen- 
cies to distribute surplus commodities. And keep in mind that we 
believe that every reasonable machinery of distribution will be neces- 
sary to get rid of these surpluses in the years to come. 

It would be all right if the priority were established that we would 
sell these commodities for local currencies, insofar as possible, and then 
give the balance of the surpluses to voluntary agencies to distribute to 

needy people. We believe that when these commodities are distrib- 
aa by voluntary agencies, they should be given without cost to the 
individuals who are needy. These people should be selected by the 
voluntary agencies’ representatives, and it should be seen that those 
commodities do go to the needy people who do not have purchasing 
power tobuy them. We also believe that the receiving country should 
pay as much of the expenses of distribution as possible. We believe 
that the voluntary agencies should be allowed to enter into agree- 
ments with receiving nations that would provide that: 

(1) These commodities would go to needy people who do not have 
the purchasing power and that therefore the distribution would not 
interfere with commercial sales, either for local currency or for ont- 
right dollars. 

(2) We believe that the surpluses should enter the receiving country 
W ithout any import duty and that the agreement should so provide. 
(3) We also think that the agreement should enable us to nego- 
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tiate with the country to pay as much of the expense from storage 
point in this country, as we can get the receiving country to agree to. 

(4) Then finally—this i is a new suggestions but we believe it would 
be a very excellent provision to have in the law—that the voluntary 
agency, if it can negotiate in the agreement, that the countries will 
set up a self-development, self-help fund, in partial payment for these 
surplus food commodities; that that fund should be administered by 
the voluntary agency, with the approval of the President, to help the 
country develop its own resources so that this matter of giving food 
will not be a continuous thing. 

In other words, we believe that we should turn these food gifts, as 
far as possible, into a means of helping those people help themselves 
by increasing their production so that they would be able, as time goes 
on, to supply some of the deficit of food that we are attempting to 
supply from our surpluses. 

We believe that this process of distributing through voluntary agen- 
cies would help to create new markets. I am quite sure that the dis- 
tribution of powdered milk to schoolchildren all over the world will 
do that. Because if we could distribute milk for 3 years continuously 
to a group of schoolchildren in a country, we would create a taste 
for milk, a desire for milk, which would create new markets if there 
is any possible way for those people to buy powdered milk. 

Powdered milk would supply the underdeveloped countries with 
minerals and proteins which is their greatest need at the present time. 
They do not need fat. Most of the underdeveloped countries have 
vegetable fats in superabundance and carbohydrates, but they do need 
bs idly the minerals, the salts, and the proteins in powdered milk. 

I believe if we supplied milk, even if we did it gratus for 3 of 4 
years to the undeveloped countries of the world, that we would 
create, in time, a great expanded market for powdered milk. 

I believe, for example, we can use surplus cotton for mattress mak- 
ing and thus in time create an expanded market for our cotton. The 
Government will have 8 million bales of surplus cotton at the end of 
this marketing season. This could be used to make mattresses, we 
could at the same time create a use for the labor in the village in 
making these mattresses. We tried this project out in the early 
thirties and used 750.000 bales of cotton to make mattresses for the 
poor people—the poor people of this country in the South and other 
sections of the country. They made their own mattresses and could 
make an excellent mattress—the only manufactured product that was 
or is needed is ticking and some thread to make the tufts and things 
like that. This is a process that a village group can be trained to 
perform in a very, very short time. And I think we thereby could 
create an enormous new market for our surplus cotton. A lot of 
people all over the world have never slept on a mattress. If we could 
distribute some of this surplus cotton and make mattresses where they 
will use mattresses and where they can use them, there isn’t any doubt 
but what we create a new market for cotton. 

We believe, however, that such projects require some extra money, 
and we believe that if it would be possible for us to negotiate agree- 
ments with the country, they would put up the extra money if we 
were allowed to administer the self- development funds. 

Chairman Currrrrietp. Thank you, Mr. Sanders. We will now 
go into executive session. 

(Whereupon, at 3:45 p. m., the committee proceeded in executive 
session. ) 








THE MUTUAL SECURITY ACT OF 1954 


TUESDAY, JUNE 8, 1954 


House or REPRESENTATIVES, 
COMMITTEE ON ForreIGN AFFAIRS, 


Washington, D.C. 


The committee reconvened at 2:40 p. m., Hon. Robert B. Chiper- 
field (chairman) presiding. 

Chairman Cuirzrrrecp. The committee will come to order. 

Mr. Multer, we are happy to have you here. I see you have a 
statement. You may proceed in any way you wish. 


STATEMENT OF HON. ABRAHAM J. MULTER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Muurer. Mr. Chairman and distinguished members of the 
House Committee on Foreign Affairs. I appreciate the opportunity 
to appear before you and to state my views with reference to the very 
important foreign aid bill that your committee is now considering. 

I am aware of the fact that you have conducted many and long hear- 
ings on this very important problem, and that much information has 
been given to you in executive session by high and respected members 
of the executive departments. 

I wish to address myself briefly to that part of the proposed bill 
which will deal with economic aid to that area of the world which is 
commonly referred to as the Middle East. 

At the outset, I ask you to believe me when I earnestly say to you 
that in addressing myself to this subject I do not do so from any parti- 
san interest in any particular country in the Middle East. I do so 
primarily as an American citizen profoundly concerned with the peace 
of the world. I know that this committee agrees that conflict in any 
part of the world threatens the peace of our own country. It is be- 
cause I sincerely believe with you in that concept that I presume to 
come before you and offer my comments on the subject. 

Long before I came to Congress, I had been urging, publicly and 
privately, that the solution of the problems in the Middle East could 
be accomplished only by outside aid to the peoples of that area, giving 
them the technological know-how and the wherewithal with which 
to improve their standards of living and their general economic 
welfare. 

One of the first speeches that I made in the Congress after coming 
here in 1947, was addressed to that subject. You will remember that 
that was before the establishment of the State of Israel. 
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I urged then, as I have continued to urge ever since, that peace in 
that area can be assured only if the economic conditions of all of the 
peoples of the area were improved. When I use the words “Peoples 
of the area,” I never limit it to Jews or to Christians or to Moslems. 
I specifically, at all times, pointed out that “peoples” of that area 
include all the people, the Arabs of the Moslem faith and the Arabs of 
the Christian faith, as well as the Jews. I pointed out that there could 
never be peace in that area if only the Jews prospered there. It is 
essential that all of the surrounding Arabs be taught how they too 
could prosper, and be given the implements with which to attain such 
prosperity. 

The need for such a broad, all inclusive program has increased since 
the establishment of the State of Israel. 

Military aid, however, will not accomplish that important goal. 

It cannot be denied by any military authority worthy of such 
designation, that if Soviet Russia should decide to march upon the 
Middle East, she could conquer every country within that area almost 
overnight. Every military expert must concede that, if we sent into 
the Middle East every dollar of military aid that heretofore has been 
allocated to that entire area, together with that allocated to India, 
Turkey, and Greece, sending none of it into India, Turkey or Greece, 
end I do not advocate that, but if we sent all of it into the Arab coun- 
tries and Israel, it could not stem an onslaught by Soviet Russia for 
more than a few hours. 

It should, therefore, be evident that any military aid sent into any 
of the Arab countries could be used only by such Arab countries, either 
for fighting with one another or for fighting with Israel. Either alter- 
native must be condemned. 

If the pretense is made that such aid must be sent into these coun- 
tries to be used solely for their internal security, then I venture the 
opinion that we cannot be sure that, even so, it will be properly used. 
We have no way of being certain that such aid to an Arab country will 
be used only by a government friendly disposed to us and our demo- 
cratic ideals. We cannot be sure that such aid, under the pretense of 
being used for internal security, will not be seized by forces within 
such countries inimicable to the United States of America, who would 
turn such aid against us. 

In view of all of this, my suggestion is that appropriate safeguards 
be written into any foreign aid bill that this committee reports, which 
will prohibit any military aid going to any of the Middle East States 
which has not entered into a peace treaty with each and every other 
of the Middle East States and given satisfactory assurance that it will 
engage in no acts of aggression at any future time. 

I earnestly urge that this committee give serious consideration to 
this proposal. 

Chaiman Crtperrreitp. Thank you, Mr. Multer, for a very construc- 
tive statement. 

Mr. Morano—— 

Mr. Morano. Mr. Multer, why do you call this a foreign aid bill, 
when it has specifically been called mutual security ? 

Mr. Muurter. Possibly I have taken the colloquial description, but I 
would prefer that, rather than the legislatively correct description. 

Mr. Morano. The reason I ask you that, I moved to call it a foreign 
aid bill this morning, but my amendment was defeated. 
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Chairman Curerrietp. That is no criticism of you, Mr. Multer., 
It was only that we had that point raised this morning. 

Mr. Mutrer. I hope I have offended no one by using it as a designa- 
tion other than its technically correct one. 

Mr. Bentiey. In the third paragraph on page 1, you say you are 
going to speak about economic aid and then your suggestion goes to 
military aid. Is that correct ? 

Mr. Muvrer. Yes. I don’t want to be put in the position of saying 
that I am opposed to aid to any of these countries. My affirmative 
program is like that of this committee, that there must be aid. Then, 
of course, you break it down into whether it will be economic aid or 
military aid. 

I don’t take the position that there should be no military aid. I take 
the position there should be no military aid except where we have 
satisfactory assurances that that military aid will not be used for pur- 
poses that we and the United Nations condemn. 

Now, I would like to express the need for economic aid and to urge 
all the economic aid possible without any military aid, because I don’t 
think military aid in itself accomplishes the end. So far as our de- 
fense is concerned, our national security is concerned, we must also 
give military aid to our friends and allies abroad. 

Mrs. Botron. You know, when we have a tripartite agreement in the 
Near East, any money that goes to any of those countries is under 
agreement and neither we nor anyone e Ise, the British, the French, the 
Arab States or Israel, could re: ally have anything more defined, more 
clearly and distinctly said. 

Mr. Murer. I am quite in agreement with you that under the tri 
partite agreements, we have those covenants and commitments. I 
don’t think that, with reference to the Middle East, they go far 
enough. I sincerely believe that if there are no peace treaties between 
the Arab States, vis-a-vis themselves, and between the Arab States 
and the State of Israel, no military aid should go into that part of the 
country, either to Israel or to any of the Arab States. 

Mrs. Boiron. You are so convinced, then that it is of no interest to 
us to strengthen our foreign defenses, there, and bring them into a 
more closely interwoven possibility of defense ? 

Mr. Mutter. I believe that is of paramount importance and of para- 
mount interest to us and all the peace-loving peoples of the world. 
But, I say before you can get to that point of taking this area, whether 
it is just an Ar ab State or the Arab States alone, or together with 
Israel, and strengthening them as against the Communist world, 
strengthening them so they can withstand aggression from without, 
we must first be sure that they are not going to fight among them- 
selves. 

Mrs. Bouron. That is a very interesting angle. I am very much 
interested in it because I would feel reluctant to have the nations of 
the world wait until the intransigents of both sides were converted 
to peaceful mind, with the thought of the enemies to the North. As 
you probably realize, within the last 2 or 3 months, the Soviet has 
moved into the Near East, as she has not done before, and it would 
seem as though we should consolidate as much as possible the countries 
of the area, such countries as Turkey, Greece, and Pakistan. 

Mr. Muurer. There is no doubt in my mind when we are dealing 
with Turkey, Greece, and Pakistan, we do not have that conflict be- 
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tween them so that we can strengthen them as against our common 
enemy. But, I would state my same views would apply if Greece and 
Turkey were fighting each other, or threatening to fight with each 
other, or Pakistan was threatening to fight Turkey and Greece, or 
Greece and Turkey against Pakistan. 

Then, I would say the principle applies there, too. We dare not go 
in anywhere and give arms that we hope will be used against commu- 
nism which only helps stir up strife among the recipients of our aid. 

Mrs. Bouron. We are taking a big chance with Yugoslavia and we 
are taking chances in other places. Where we do not have a tripar- 
tite agreement which holds the status quo. 

Mr. Mutter. At the same time, I think you will agree with me that 
we wouldn’t have sent a dollar of aid into Y ugoslavi ia if we weren’t 
reasonably certain that Yugoslavia would not ‘turn upon one of her 
neighbors. 

Mrs. Bouron. But, we have said many times here that we are not 
reasonably certain ; that we are taking a tremendous chance. We have 
said that in this committee over and over again. We haven’t the re- 
motest idea what Yugoslavia will do in a pinch. We are taking the 
gamble that she won’t. 

Mr. Mutrer. At least we do have the commitment from Yugo- 
slavia: do we not? 

Mrs. Bouton. We have commitments from the other states, too, in 
the tripartite agreement. 

I am sure we are all glad to have your point of view, Mr. Multer. 

Mr. Mutrrr. Let me put it this way. With the agreement upon 
the part of Yugoslavia that she will not attack any of our friendly 
al|ies—— 

Mrs. Bouron. We don’t have that. 

Mr. Murer. Don’t we have that with Yugoslavia? 

Mrs. Botton. She has gone in with Turkey and Greece and she says 
she is all right with us. But how about her relations with Italy ? 

Mr. Mutter. We are not getting the threats from the other parts 
of the world that we get from the Middle East. Regardless of which 
side they come from, whether the Israeli strike back to keep the 
marauder from coming into their borders, or it is the other way around. 
You don’t have that constant activity in other parts of the world. 

Mrs. Beuron. We don’t at the moment; I am very glad to have your 
point of view. Thank you very much. 

Chairman Currerrreivp. Are there further questions? 

Mr. Javits. I would like to ask a question. 

Chairman Currerrtevp. Mr. Javits 

Mr. Javirs. Mr. Multer, it seems to me that one of the points of 
difference between what we face in Yugoslavia and what we face in 
Traq is the fact that Iraq is in a state of war with a country in the 
Near East, to wit, Israel. Would you care to make a comment on 
that? 

Mr. Mutrer. That is one of the precise things I had in mind in 
discussing the matter with Mrs. Bolton a moment ago. At least 
outwardly there is peace between all of our allies that we are helping, 
outside of the Middle East area. In the Middle East area, we have 
an armed truce which is being constantly violated by one side or the 
other. Who initiates the violation is immaterial. The violations are 
occurring daily. We have constant threats emanating from some of 
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the Arab States that they are just waiting for the opportune moment 
to step in and take what they claim is theirs, despite the United Na- 
tions decrees and edicts to the contrary. 

Mrs. Botron. With what forces are they going to take them? I 
didn’t know they had any real forces with “which they could take 
anything. 

Mr. Motrer. You are referring now to the Arab States not having 
any forces? 

Mrs. Bouron. Yes. 

Mr. Mutrer. I did not know they claimed not to have any forces, 
but they are certainly using arms and whether they recognize the 
bearers of the arms as their own armed soldiers or not, the fact of the 
matter is that the Arabs are constantly moving in and out of the 
Israel borders. 

Mrs. Boiron. Yes, I think that is happening on both sides. 

Mr. Murer. That is what I say, no matter who oe it, it is 
immaterial to this discussion. The fact of the matter is, the constant 
scrapping is going on and they are using arms. It has gone beyond the 
point of just threats. There have been no threats out of the State of 
Israel, but there have been threats, open, public statements out of the 
Arab States that they will move in. They implemented those threats 
at least to the extent of the armed incursions for which they then say 
they are not responsible. If these sovereign states are going to deny 
responsibility for these armed acts of invasion which occur daily, how 
can we possibly consider giving them more arms? The least we should 
get is the commitment in writing from them that this is going to 
stop, that they are not going to use these arms and this military aid 
for warfare among themselves. We are giving it to them to stand off 
a common enemy. We ought to at least have the very firm commit- 
ment that there will be no more threats and there will be no more 
of this armed incursion, to use the milder term. 

Mr. Javirs. My colleague knows, as in every committee, we’ll be 
discussing this when we are to mark up the bill. I think we are inter- 
ested in this point of view and in the facts, and I think it is a fact that 
Iraq and the other Arab States have organized armies. Otherwise, the 
State Department would not be contempl: iting aid to equip forces, it 
must be convinced that there are forces in being. 

Mr. Mutter. There is no doubt the manpower is there. 

Mr. Javits. The Traquis actually have an organized army. 

The important thing I would like to understand is my colleague’s 
view so we have it of record: Do I understand, then, that ad ling the 
responsibilities upon us in the three-power declaration, which gives 
us a special interest in seeing that there is no aggression or renewal 
of active hosilities in the Near East, plus the ‘climate of the ares Ly 
the statements made, the border incidents, plus what we gain through 
furnishing military supplies in terms of anti-Communist defense, that 
on balance you plead as one of our colleagues that we do not get bene- 
fits net from arms aid to os aq—on the contrary we get a net loss in 
terms of international peace and national security, and, therefore, we 
shouldn’t do it. 

Mr. Mo rer. I think that is a fair summary of my position. I 
think we should prefer at this time to gamble every dollar that we 
allocate to that area, in economic aid which will reach the people even 
though they remain unarmed, as against using any part of this for 
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military aid to that area, to any of the people in that area. Particu- 
larly, because the military experts have told us that all the military aid 
we are sending there cannot withstand an onslaught from Soviet 
Russia if she should move in on that area of the world. 
So, instead of sending in materiel that may perhaps be captured by 
the Russians and used against us, let’s concentrate on giving the people 
the economic assistance they need. I think that is a better gamble than 
sending military aid in there, with the status of that area, what it is 
today. 
Mr. Javirs. Thank you, Mr. Multer. 
Mr. Surru. Following up that argument, Mr. Multer, then would 
you say that by the same reasoning we ought not to send anything to 
Europe? I don’t think I have heard a milit: ary man yet say that so 
far as the defense of Europe is concerned that the Russians couldn’t 
move from East Berlin to the seacoast in 4 or 5 weeks. 
Mr. Mutter. I think the situation there is slightly different unless 
you have information which you have received in executive session 
which is contrary to much of the information I have with reference to 
Europe. 
For instance, in Spain. I advocated military aid to Spain at a time 
when it was very unpopular to do so. I advocated the military aid 
be in such a way that we, the United States, would go in and build the 
bases provided we could have control of such bases of operation. And 
I think all of Europe is a base of operations for us. 
Now, if you were going to say this military aid we were sending 
into the Middle East must be used to establish bases for us, the United 
States, and we will be in control of that military aid and those defense 
bases that we build there, I’d say Jet’s doit. But, the situation, I think, 
is different. When you are going to go in and arm people who are 
constantly scrapping among themselves, the chances of their finally 
using it against the common enemy are not so good. 
Mr. Suiru. I can only say to you in response to that statement, this, 
that we were in the area last fall, and our military people who were 
there seemed to think that we had to do this very thing. I think we are 
up against that very practical problem, where the military feels that 
we must have the bases, and I have assumed, at least, that the bases 
were going to Be used for our defense, or part of our defense system. 
Now, it may be that you have other information which would lead 
you to conclude that we would get a different result. 
Mr. Murer. I have been in the area twice, but I have not been there 
recently. 
If the military aid that would be allocated under the bill that you 
have before you, or any bill that has heretofore been enacted is going 
to be used to establish our bases in this area, I would not raise any 
objections against it, but if it is to arm the people in the area, either in 
the Arab States or in Israel, then I say until they have made commit- 
ments, satisfactory commitments, that they will not war upon each 
other, until they have entered into treaties of peace one with the other 
and given us assurance that the arms will not be used against each 
other but only against the common enemy, we should not send in that 
kind of military aid. Building up bases is another stor y. Igo along 
with you there. Just as we are doing it in Europe. All of this is a 
salculated risk, but I think there is less danger of losing where we are 
going in and building bases that are going to be made available to us. 
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didn’t think such was the situation in the Middle East. For 
instance, when they are attempting to drive the British out of the 
Middle East where we know that the British forces that are there today 
are not there to fight the Arabs, or to fight the Israelis; that they are 
there to fight the common enemy if there should be an attack, yet there 
is an attempt to move them out of there. 

Now, are we going to move the British out of there and move in 
ourselves and take over the bases, or are we going to go along with 
those Arabs who say none of us should be in there ¢ 

Mr. Smirn. Our military people are saying that the British should 
remain there and if not the British then ourselves, because they con- 
sider it very vital insofar as the whole middle eastern defense area 
is concerned. 

Mr. Murer. You see, Mr. Smith, I draw the distinction between 
sending in military aid which will be in bases under our control and 
just sending in military supplies which will be entirely under the 
control of belligerent sovereign states. 

Mr. Bentiry. Mr. Multer, if we terminate military aid as you 
suggest in your statement for the time being, do you think there is 
al possibility that it might be coming in from other sources ? 

Mr. Murer. If that possibility exists, the sooner we find it out, the 
better. If there is a possibility—the only other source would be from 
i. Communist source, and if they will turn from us now when we don’t 
give them military aid and take military aid from the Communist 
source how—— 

Mr. Bentiey. You are speaking of any of the middle eastern states 

Mr. Mutter. Any of the Middle East, yes. Any part of that area, 
if they should turn on us because we wouldn't give them military aid 
and take it from a Communist source, we better stop all aid including 
economic aid. If they do that, then they are not friends of ours and 
we can’t rely on them. I think that is one very simple way of 
testing it. 

Chairman Cuipeerriev). Thank you very much, Mr. Multer. I 
believe these are all the questions. We appreciate your coming 
before us. 

Mr. Muvrer. Thank you again, Mr. Chairman and members of the 
committee, for the opportunity to be here. 

Chairman Curperrietp. We will proceed in executive session. 

(Discussion off the record.) 


STATEMENT OF HON. EMANUEL CELLER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Cerier. It is proposed for the fiscal year 1955, the United 
States grant India $104.5 million, of which $85 million be in the 
form of development assistance and $19.5 million in the form of 
technical cooperation. In addressing myself to this proposal and 
in support thereof, I say if we cannot afford more, most assuredly 
we cannot afford less. 

I spent a little time in India some 6 months ago. India bears a 
gruesome burden, hunger. India, at the beginning of both her inde- 
pendence and industrialization must maintain and sustain two and 
a half times the population of the United States in a country one-half 
our size. Enormous and intricate problems face India; first, the in 
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crease in agricultural output to feed her hungry, which means more 
arable land, more water, less disease that incapacitates, greater tech- 
nical skills for the agricultural worker. For greater industrial out- 
put, there is the lack of investment capital, the lack of trained 
personnel, the lack of steel, and the like. There is the huge illiteracy 
problem to wrestle with; there is unemployment in the cities and 
diseases in the villages. But there is also an India alive with men 
and women of searching, sensitive minds. There is also an India 
that embraced democracy, that struggled through to proud independ- 
ence, an India, willing to take upon herself the responsibilities and 
challenges of these problems through a government responsive to the 
people, and representative of them; in short to take them on in the 
free way of life. 

The people of Asia have their eyes upon India and upon Communist 
China. Which pattern shall impress itself upon the minds of men? 
That of democracy, of the free way of life with its trials and errors, 
its fluid give and take and compromise, its divided political pres- 
sures? Or that of the totalitarian state with its rigidities, the iron 
whip, the coerced direction. Which will succeed in giving man the 
fuller measures of food, employment, education, health. There are 
many in India, particularly among the young in the colleges, among 
the unemployed in the cities who watch the race. 

We who know the answer, who are so sure of the answer because 
we have the fruits of freedom which have placed us in the position to 
help others through to self-help cannot avert our eyes from the 
struggle of freedom anywhere. 

I have seen some of the results of the economic and technical assis- 
tance we have granted India heretofore. You have the facts and the 
figures before you, but I have before me the memory of an Indian and 
his wife standing in front of their new one-room house, proud and 
ioving of their tiny vegetable garden planted around the tiny ground 
of their home, the very first of its kind in India. This is the work 
of their own hands through United States aid. 

Fertilizers and steel are*mighty good friends of independence. 

I have talked with many in India. I have seen many of their 
villages, their community projects and their training schools, partic- 
ularly the work done with and for refugees. I returned from India 
with the conviction that such aid as we give India is not a one-way 
stream. What flows back is a knowledge of India and Indians, 
enriching our understanding not only of one another, but of the inter- 
play of cultures and arts, of her influences upon us and ours upon 
her. The aid is a bridgeway of learning both for us and for India. 
India has endured for centuries and has ancient wisdoms and patience 
and tolerances upon which we ourselves can profitably draw, and our 
aid to her cannot ever be that of some beneficence arrogantly insisting 
that she receive our bounty. It is because we have not understood the 
fierceness of the anticolonialism of the East, nor her surge for inde- 
pendence, nor her pride in it for those who have achieved it, nor her 
cultural heritage of centuries that we have blundered in practical 
operation of our foreign affairs in Asia. If we can understand and let 
India know we understand that in the act of giving we are receiving as 
well, we shall have made a giant stride forward in strengthening our 
now necessary ties in the East. 
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In the many quiet talks I had with Indian leaders, I learned how, 
internally, the Indian Government insistently and effectively attac ks 
the problem of Communist subversion. I make this point because 
there are those who oppose aid to India on the false premise that India 
is pro-Communist. 

To deny our differences with the Indian Government would, of 
course, be absurd. Where there are freedom and independence, dif- 
ferences do arise. We have our differences with Great Britain, France, 
Italy. Just so do we have them with India. The differences are 
sharper, and, perhaps, more crucial. But aid is not an instrument for 
the carving out of a country’s mind. Let it suffice that India is free 
and that that freedom is worth nourishing and strengthening. 

We can neither save India from herself nor buy her for us with some 
millions of dollars. We couldn’t if we would and we wouldn’t if we 
could. We can only express our gratitude for the abundance which is 
ours and for the freedom many have died to give us by trying in what- 
ever measures we can that others, too, grow in abundance and in 
freedom. 


STATEMENT OF HON. HAROLD STASSEN, DIRECTOR, FOREIGN 
OPERATIONS ADMINISTRATION 


Chairman Curperrietp. We are glad to have you with us again, 
Giovernor Stassen. As I understand it, you are going to present fur 
ther testimony on the Battle Act and East-West Trade. 

Mr. Srassen. I believe there were certain matters that the com 
mittee particularly wished to hear from me about, to some further 
extent, and perhaps some questions which you wished to raise. 


May I first report further on the matter of the Battle Act, and the 
East-West trade policy. 

I would like to report to the committee that under the leadership of 
Admiral DeLany, who is here, and who is my deputy for this East- 
West trade administration, the process of a very thorough review of 
East-West trade policy is moving forward. 

What I would like to emphasize to the committee in my report today 
in the first instance, is that this review process has not been an FOA 
review. It is an administration-wide review. In other words, the 
Departments of State, Defense, Commerce, and where appropriate, 
the Atomic Energy Commission; the CLA, and the other departments 
are fully participating and have been in each phase of it. 

For example, when I went to London at one stage, for certain con- 
ferences with the government there, to set up a method by which we 
would resolve the different viewpoints, I had with me a staff group 
that consisted of representatives of these various departments. 

Now, then, through this process, I consider that we are moving 
successfully to carry out the congressional policy as expressed in the 
Battle Act. The actions of the administration are such that we are 
carrying out this congressional act. We do not propose to this Con- 
gress any amendment in the law. We feel that the policy that is 
being worked out and the implementation of it can be successfully done 
within the present law. 

The process that has been going on, now, in Paris, with 15 nations 
taking part, is a process of a detailed technical analysis of all of the 
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items that are now on the list, of other items that we and other coun- 
tries are raising for consideration that have not been on the list, but 
that have taken on new technological or defense significance, and from 
this review, it is quite clear that the outcome will be a list smaller in 
numbers of items, but more extensively concentrated on the most 
highly strategic items. And, we have, as a basis for policy with other 
countries, the anticipation of more efficient transit and controls which 
will tighten the enforcement ori this more concentrated list. 

It is, of course, well known to this committee that the economic 
strength of the free world, vis-a-vis the Soviet, is of very great im- 
portance and it-is our view that not only should we move toward 
agreement with the other countries making some adjustments in dif- 
ferences of view in order to consummate that agreement, but also that 
we should have in mind the net advantage in this trade in nonstrategic 
goods for the western countries. We believe that the free world is 
in a position to trade from strength. They are not in a position where 
they can be forced or high pressured to carry on a specific trade trans- 
action. And, consequently, in trading from strength, in nonstrategic 
goods, we feel there can be a definite net advantage to the free world. 

A rather specific demonstration of this was in 1953, and I know the 
committee has, as has Congress, this last 6 months’ report of the 
administration of the Battle Act, dated May 17, 1954, which gives the 
detailed reports and also some discussion of the current Communist 
trade policies. From this, it is evident that vis-a-vis the Soviet area, 
1953 was a successful year from the free world standpoint, because 
not only was there a marked measure of success in restricting strategic 
goods flowing to the Soviet, but also the net advantage of- the trade 
was such for the nonstrategic goods that it was necessary for the 
Soviet to pay very large sums of gold and platinum and ship them out 
in order to balance their payment. This gold in turn strengthened 
the currencies of the free nations and made it possible for us to attain 
our objectives ae less aid to the free countries. 

Consequently, from that position of economic strength for the free 
nations, we are able to report to you, today, and have been recommend- 
ing to you through this session, sharply reduced amounts of requests 
for future programs, reduced amounts that have their foundation in 
strength rather than in either weakness or retreat. 

I should like to specifically refer to the pamphlet of East-West 
Trade Trends, as a part of the record in this committee, and respond 
to any questions the committee may have. I would emphasize that 
each step the United States has taken and is to take in this matter 
will be with the combined position of the executive branch, including 
the Departments of State, Defense, Commerce and Treasury, and will 
be compatible with the security interests of the United States. 

Do you wish to have questions on this one point before we go to 
other matters, Mr. Chairman? 

Chairman Cuirerrietp. Are there questions? 

Mr. Vorys. I understand you have some charts, here. 

Mr. Strassen. Yes; here is a chart showing United States trade with 
the Soviet bloc. 

(The charts referred to by Mr. Stassen are as follows :) 
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Mr. Srassen. You can see the small amount of exports and imports 
we are engaged in at the present time, compared with the 1948 and 
1937 volume. We will go back to any chart you want. This is “Free 
World Trade With the Soviet Bloc.” You can see the exports and the 
big imports. The top left is Communist China, the center, U.S.S. R., 
and the right of the bar is European satellites. 

Mr. Javits. Figures given to the subcommittee on Foreign Economic 
Policy some time ago were substantially the same figures; some were 
said not to include Communist China. I am glad to see that straight- 
ened out. 

Mr. Srassen. Here is a chart entitled “Commodity Composition of 
Free World Trade With the European Soviet Bloc.” This shows im- 
ports from the Soviet bloc and to the Soviet bloc, of food, raw mate- 
rials, coal and petroleum, consumer goods, industrial equipment, and 
all other things. 

You will notice from the Soviet bloc has come this Polish coal. 

In the food, a lot of this is fish from Norway and some of the other 
countries, and butter from Denmark, and so forth. 

Mrs. Bouron. How about the raw materials? 

Mr. ~ ASSEN. This is manganese and chrome here, and on the other 
side is a rather wide range, “including raw materials of many types. 

Weare holding very closely to the control of strategically important 
raw materials in spite of suggestions by some that these items may be 
decontrolled because of western surpluses. 

Mr. Vorys. Regarding this chart, Mr. Stassen, if we attempted to 
wipe off all of the left-hand side of the chart, all of the imports from 
the Soviet bloc of food, raw materials, coal, petroleum, consumer 
goods, and so forth, wouldn’t that mean in some instances that we 
might have to increase our economic aid to certain countries, or have 
their economies lacking in some of those items ? 

Mr. Srassen. That is a very important question, Mr. Vorys, and 
your interpretation is. exactly correct. In other words, if you would 
follow through some reasoning that you read at times, it would be to 
the effect that we iasata have less aid, that we should prevent any trade 
with the Soviet bloc, and that we should have no imports into the 
United States. 

If you put those three things together, you simply have to look for 

free world chaos and disintegration which would in turn hit the 
United States. I mean each one of these things sounds good in a 
certain viewpoint alone. You say, “Well, let’s take in less competitive 
goods into the United States,” and you can develop quite a bit of 
hooray for that. Or you can say, “Let’s have no trade with anybody 
in the Soviet area,” and you can develop quite a bit of emotion over 
that, and you can say, “Let’s cut out all this aid business and save the 
dollars,” and you can develop a lot of reaction to that. If you put 
the three things together, it would mean economic chaos for the United 
States in a short space of time. 

Mr. Vorys. If you wiped out both sides of that chart, no exports 
to the Soviet bloc and no imports from the Soviet bloc, as many people 
recommend, then you would have, based on all the stuff we have heard 
in the last 6 weeks, either a vast increase in requirements for aid from 
the United States, or you would have a situation of deterioration and 
possible collapse in many of the countries in which we are interested, 
or am I wrong? 
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Mr. Strassen. You are exactly right. 

Mr. Morano. Governor, you perhaps have read the dispatch from 
Spain, where Roy Howard builds up a pretty big story, quoting 
Franco about why we should cut off East-West trade. Did you read 
the principal points he made ? 

Mr. Strassen. I didn’t see his dispatch ; no. 

Mr. Morano. Well, for example, Franco said that by permitting 
this East-West trade, we are giving the Soviets the opportunity 
the Soviets now having bled the satellite countries white—we are 
giving them the opportunity to import stuff from the West for use 
in rebuilding their resources, after having bled the satellites white, 
and therefore it is detrimental to our best interests. He has written 
a very interesting article, which you may not agree with and which 
I do not entirely agree with, but it raises some questions and arouses 
perhaps emotion and perhaps other feelings in the American people. 

I think somebody in the administration ought to say something 
about the article after they have read it carefully, to correct any 
false impression. 

Mr. Strassen. I will look into his article. Of course, writing from 
Spain, Spain’s economy is of such a nature that they do not need to 
trade with the Soviet bloc. 

The circumstances of the Spanish economy are such that they do 
not need the Soviet area’s products and consequently they have prac- 
tically no trade with the Soviet bloc. 

(A chart was shown entitled “Importance of Soviet Bloc Trade,” as 
follows :) 
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Mr. Strassen. You could sit in Spain and write a story that would 
fit Spain, but it wouldn’t fit the rest of the non-Communist world. 
| haven't seen the story. 

Mr. Morano. I haven’t enough information. I just glanced at the 
story and didn’t read it very carefully. 

However, the article received a wide circulation and distribution in 
this country, and it being in substance contrary to what you have been 
saying. Spain is an ally of owrs and the head of that country was 
quoted extensively, according to the story, and something ought to be 
done about it. 

Mr. Strassen. I will look into it. 

Mr. Javits. Before you leave that chart, we got that chart from you 

February. Now, are there any more up-to-date figures? 

Mr. Srassen. There are some partially more up-to- date figures but 
there is no comprehensive analysis. 


STATEMENT OF ADM. W. S. DeLANY, DEPUTY DIRECTOR FOR 
MUTUAL DEFENSE ASSISTANCE CONTROL, FOREIGN OPERATIONS 
ADMINISTRATION 


Admiral DeLany. The first two charts are brought up to 1953 in- 
formation as far as we have it. There is some indication that trade is 
rising in the first few months of 1954. 

Mr. Javits. But we can say nothing authoritative about increase or 
decrease either way. 

Mr. Srassen. These are the OEEC countries of Europe, showing 
their imports from the Soviet bloc and their exports to the Soviet bloc. 
This shows the figures in the various countries on the basis of 2-year 
comparisons, It is the 1937, and the 1952-53 average. Take Austria 
which is one of the important cases. Before the war in 1937, Austria 
carried on one-third of its total trade with the Soviet bloc. That has 
been brought down to 11 percent and it has been a very important 
accomplishment because now, Austria cannot be blackmailed on an 
economic basis by the Soviet bloc. 

In other words, this 11 percent is still important to them but it is 
not crucial. We try in our policies to see that no country gets into a 
position where it has to yield to economic pressure from the Soviet 
bloc. 

All the way along you will see the reduction in percentages of the 
exports to the bloc and the reduction in percentages of imports from 
the bloc, for each of the countries. 

Mr. Vorys. There is not a single one of them where there hasn’t been 
a very substantial decrease in both exports and imports. 

Mr. Strassen. That is right. 

This chart shows the volume of trade of OEEC countries with the 
European bloc, year by year, with 1937 as 100. It then shows the 
trend from that time on. 
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(The chart referred to is as follows:) 


VOLUME OF TRADE OF OLEC COUNTRIES 
WITH LURKOPEAN SOUET BLOC 


INDEX:1937 = 10 
1090 







OEEC EXPORTS TO 
EUROPEAN SOVIET BLOC 


100 (est) 


OEEC IMPORTS FROM 
EUROPEAN SOVIET BLOC 





Mr. Jupp. Mr. Chairman, may I ask a question or two? 

Chairman CureerFreLp. Yes, Mr. Judd. 

Mr. Jupp. Governor, if war broke out between the West and the 
Soviet Union, would we advocate continued trade ? 

Mr. Strassen. No, of course not. 

Mr. Jupp. Why not? You say it is a net advantage to us. 

Mr. Strassen. Not in time of war. In other words, this is a policy 
based on a long-pull struggle, versus the Soviet bloc, but not in 
imminent war. 

If the fact of the world situation changed and you have either 
actual war or imminent war, then two things would happen. One is 
that we would have to grant greater aid to the rest of the free world, 
as a part of the world | struggle. We can do that for a short space 
of time and hold in turn the unity on their part in a complete em- 
bargo and blockade. In fact we could use force to prevent the flow 
of goods. In the long pull in conditions short of world war you can- 
not effectuate such a policy. 

Mr. Jupp. I understood the whole purpose of our program during 
the last 7 years was to prevent a war by keeping the Soviet bloc weak. 
If they are now in trouble, why don’t we keep them in trouble instead 
of letting them out of trouble? You said that they are in trouble to 
the point where they are having to export gold and platinum to get 
essential goods. That seems to me to be the time not to relax, but to 
put the screws on even tighter. 

Mr. Strassen. That is what we are doing, Congressman. 

Mr. Jupp. Yet, you say our trade with them is “expanding. I agree 
with Franco. I think we ought to interrupt it and pay the price in 
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additional aid to allies, because it will be so much cheaper than the 
war that will come. 

The Kremlin doesn’t trade with us for economic reasons. It doesn’t 
care about commercial considerations. It trades only when it is ad- 
vantageous to its political objectives. It wouldn’t be trading with us 
otherwise. I don’t like to give them any advantages. You say in 
effect that we get 10 points and they only get 5, so it is to our net ad- 
vantage. But if our 10 are not essential to us and their 5 are matters 
of life and death to them, then I don’t believe we ought to give them 
the 5. Yousay that if we were at war, we would look at it differently. 
But this is a cold war. It isn’t an economic struggle as I see it. 

Mr. Strassen. It is a question of who is the best trader in the process. 
In other words, they certainly trade in an attempt to have an ad- 
vantage for them. The free nations trade in an attempt to have an 
advantage for themselves. We feel that a review of the total pattern 
of trade indicates that the free world has been successful traders, 
that we have maintained strategic control and traded on the non- 
strategic goods in a way which has yielded a net advantage to the 
free world. 

Mr. Jupp. I think trade has been advantageous to us from a com- 
mercial standpoint. We consider it advantageous because our objec- 
tives are commercial and economic. 

They consider it advantageous to them or they wouldn’t carry it on, 
and their objective is political. They starve their people to export 
rice in order to get rubber which they need for military purposes. 
When Pakistan veered in our direction a year ago, as your own report 
says they slashed their purchases of wheat from P akistan from about 
84to 7. With them, the trade is just as much a part of the war as are 
bayonets and atomic bombs. I don’t believe in giving them anything 
that helpsthem. That would not hurt us seriously and I think it could 
cripple them fatally and thereby prevent a war. I think this is their 
weakest spot, these economic needs. I wouldn’t give them a nickel’s 
worth of stuff. 

Did you notice what they are importing most of? Two things: Raw 
materials and industrial equipment. Those are two of their short- 
ages. That is what they are getting most of from the West. 

There is a difference of opinion on this, but that is mine. 

Mr. Strassen. Let me ne this point, Congressman. I agree that 
there is a very sincere viewpoint and a very important viewpoint 
which you have expressed, but I think there is another factor that you 
must have in mind. The danger of war from the Soviet and the pros- 
pects of the rapid winning of the war if they do open one, by the free 
nations, is dependent more upon the attitude of the peoples within 
the Soviet area than it is upon any status of commodities of a non- 
strategic nature. It is our view that you have a better prospect of 
having a feeling on the part of the peoples of the Soviet area toward 
the free nations of fr iendship and not hatred, if you do not set up on 
the part of the free world an excuse for the Communist leaders to 
blame the free world for the lack of consumer products within the 
Soviet area. If we put on a policy which said, “We will not trade fish 
and butter and textile machineries and things with you,” that imme- 
diately becomes a cold war alibi for the Soviet leaders with their own 
people as to the reason why they do not have enough food and they do 
not have shoes and do not have clothes. We feel we would hand them 
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a tremendous cold-war weapon. Whereas on the other hand, under 

the policy we now have, they are having great difficulty in the con- 
sumer demands within the country for these ver y products. And they 
will not be able to satisfy the demand. In fact the demand comes up 
faster than the small trickle of consumer goods that is involved, really, 
in this trade, in the total economic picture of the Soviet Union. When 
you balance all these factors and the matter of cohesion and viability 
of the free-world nations I feel we have reached the right conclusion 
on this. 

Mr. Jupp. I begin with the same premises and come to the exactly 
opposite conclusion. Why in the world should the people in the Soviet 
Union resist their rulers if we are embracing them, trading with them ¢ 
If it is quite all right for us to go along with tyrants, why should the 
people oppose them ¢ 

You say they need an alibi. When they are ready to move they 
can always concoct an alibi. The surest way to keep them in trouble 
with their own people is not to have enough to take care of the people’s 
needs. If we are supplying the Soviet Government what it needs to 
make its people reasonably comfortable, why should they be on our 
side? The people can’t find out that most of that stuff comes from the 
outside if we furnish it. The Kremlin is not likely to announce, “Your 
shortage, my dear citizens, is due to the fact that your government 
is so bad that it can’t supply what you need, and mean old ‘Uncle Sam 
won't be nice enough, out of his overproductive capitalism, to let us 
have some of his excess goods.” 

What they do get, they are bound to attribute to their own “good” 
system. I would like to have it demonstrated to their people day after 
day that it is a bad system and can’t make it. I don’t believe in help- 
ing their system out. Maybe that is emotion or something on my part. 
O. K. That is what we will do when the war breaks out. Why not 
do it now and maybe we won’t have to have a war? 

Mr. Srassen. I would like to agree with you again that you have a 

very important viewpoint but again I say if you follow that reason- 
ing through you would never sit down and talk with them in any con- 
versation, you would never have any trade with them, you would just 
rule out this Soviet Government in the whole area. And I believe if 
you followed that policy through you would increase the danger of a 
third world war. 

Now, if you conclude to begin with that a third world war is in- 
evitable, then you would follow different policies in these interim 
steps. But if you think in terms of presenting to the Soviet people 
and leaders, two alternatives, that if they will move in a peaceful 
direction, that it is quite clear from the deeds and acts of the free 
world that we will move with them in that direction, but that on the 
contrary if they move toward increased tensions, hostilities, aggres- 
sion, that we will meet them by a cohesive, overwhelming force, and 
the constant presentation to them of those two alternatives we feel 
has a better prospect of not having a third world war than would the 
grim program that would otherwise be involved. 

Mr. Jupp. But our biggest trade with the Soviet Union—it has been 
the Soviet Union for about 35 years—was in the years 1929 to 1933, 
before we recognized them. We have never had as much trade with 
them since we recognized them and brought them into the club than 
before there was recognition. I don’t think it necessarily follows that 
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being nice to them and all that sort of thing is going to improve our 
relations. 

I don’t think war is inevitable. But a struggle is inevitable. If we 
win it this way we won’t have a war; but if we don’t win it this way, 
then war is inevitable. 

Mr. Bentiey. Following along the lines Dr. Judd was pursuing, I 
wonder, if the idea of increasing consumer goods in these satellite 
countries is to encourage a certain amount of resistance to the gov- 
ernments of those areas, but as long as you have distribution con- 
trolled by the governments themselves, I don’t see how we could ex- 
pect the consumer goods to get into the hands of the people it would 
benefit the most, from our standpoint. 

That is, by having them continue to resist. I should think what 
consumer goods would be going into those countries and passing 
through the hands of the government as distributors, would be going 
to the hands of those people who are the closest supporters of that 
cvovernment. 

Mr. Srassen. If there is further internal discrimination—of which 
there is a great deal—it further increases the internal dissension and 
disagreement. 

You have an interesting fact that it was when they relaxed a bit 
and started to distribute some consumer goods that they got the very 
erious riots in East Germany and the disruption of production and 
resistance. You get all kinds of opinions as to how to handle a situa- 
tion like that and what it means. This much is clear, that they can- 
not depend on their satellite divisions in Eastern Europe now, as they 
thought they could before the East German riots. 

In other words, their military potential has decreased by that 
flareup of consumer and worker resistance in East Germany. 

Mr. Benriey. It would still seem to me though, sir, that the more 
consumer goods the Government gets on hand to distribute, the more 
attractive that Government might become to its own people. 

Mr. Srassen. It is true, if it went forward to a marked degree, 
but you see, this total of consumer goods that is going in is really very 
small for that great mass of people who are there. 

Chairman Curierriecp. Mr. Battle 

Mr. Barrie. Mr. Chairman, I have a very strong tendency to agree 
with Walter Judd on this thing, although there is another factor that 
hasn’t been brought up and that is the matter of enforcement. It 
would take all the armies in the free world to enforce what has been 
talked about, a complete cut-off of trade. If we had tried it, I think 
we would already be in war. 

(Discussion off the record.) 

Mr. Barrie. Certainly, just cutting off the aid we are giving to 
some of these countries is not going to be sufficient enforcement power. 
So it seems to me we should go along as far as we can in stopping this 
trade. I don’t see how we can cut it all off and make it stick. 

Mr. Jupp. I am not suggesting that we should or can force other 
countries to go along. But, I do think it is a mistake to pretend that 
this increased trade is a V ictory or an advantage to our side. I don’t 
think we should kid ourselves. To the extent we are unable to cut 
it off we are losing that much ground. At one and the same time, we 
have to try to hold the free world coalition together and yield as little 
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as possible to our allies on this point. But in my own mind, the best 
way to prevent the world war is to cut it off. 

Mr. Barrie. I personally think the free world has a golden oppor- 
tunity to prevent world war IIT by economic sanctions. 

Mr. Jupp. This is the way to put the heat on Communist China. 
The best way to save Indochina is to put the heat on China. 

Mr. Javits. You said that the trade is minimal. Could we have 
some figures to illustrate that point both in terms of the trade in 
the whole free world—of which, I understand, this equals 2 percent, 
both exports and imports—and in terms of the impact upon the 
economy of the Soviet bloc. It seems to me we ought to have some- 
thing on that in the record. Also we should have something in the 
report as to your opinion as to which direction this trade is taking. 
It apparently has been going down since 1937, and now there seems 
to be an impression around the table that maybe it is about to go 
back on up. Certainly we hear a lot of talk about trade negoti: tions 
between Russia and various other countries and I think we ought to 
have the best roundup for the floor that your organization can give 
us on that subject. 

Chairman Currerrtetp. Mr. Javits, would you like to have these 
charts put into the record ? 

Mr. Javirs. We have them, Mr. Chairman. We have them in our 
testimony on East-West trade. 

Chairman Crirerrietp, Would you like to have them put in this 
record ? 

Mr. Javrrs. IT would ask unanimous consent, Mr. Chairman, that 
these charts be incorporated in the record together with such other 
information as I have just requested. 

Mr. Vorys. I would like to associate myself with Mr. Javits in a 
request that we get some sort of statement on what has happened 
since March 31. 

Mr. Javirs. February is when we got them. 

Mr. Vorys. Are these the same charts that were presented ? 

Mr. Javits. I think they are as of December 31, 1953. 

Mr. Vorys. There may be somebedy in these departments, Mr. 
Stassen, who has an idea of what the trend is at the present time. 

Mr. Strassen. IT can give you my idea. Statistics aren’t in yet. 
The thing is, you have a lot of different ideas. 

In other words, you can get as many different ideas of what the 
trend is, as there are experts who work on the subject, and until the 
statistics actually come in from all the customs offices around the 
world you do not know and there is a lag in there. 

My own impression is that actually the Soviet’s trade has not ex- 
panded and that it will not expand unless they will use a lot more 
of their gold, because they do not have the means to pay in goods, 
and all of the countries are following a strict policy of wanting things 
ont from the Soviet bloc, if they are going to ship things in. In 
other words, not to give credit and not to make net additions to the 
Soviet economy. 

Mr. Smirn. Are you speaking now, Governor, of the free world or 
of the United States? 

Mr. Srassen. The whole free world. 

T here has been a lot of talk and a lot of trade missions and a lot 
of this churning around but I have not seen the evidence of a real 
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expansion in the flow of goods. When the facts are actually in it 
may show that there is some expansion, but from what I see of it, it 
is just a matter of a sense of what you would find in the specifies. I 
don’t think the expansion is there, thus far. 

Mr. Barrie. I had assumed there is increased pressure from our al- 
lies to increase this trade. Isthat correct ¢ 

Mr. Strassen. That is correct, 

Mr. Barrie. From what countries does most of the pressure come, 
England, Germany, Japan / 

Mr. Srassen. No, I wouldn't list those countries. It is a case of 
one country wanting to trade a certain item and another country an- 
other item. You couldn’t characterize it in terms of which countries. 

Chairman Curperriecp. After talking with Mr. Crawford, he tells 
me putting the charts in this record would consider ably delay getting 
our evidence in. As long as we have them available, perhaps that 
would be satisfactory, to not put them in with this other record. 

Mr. Javrrs. Whatever the Chair says in terms of mechanics 

Chairman CHiperFieLtp. Of course, we are in executive session and 
whether or not this testimony will be released will be up to the Gover 
nor, himself. 

Mr. Javirs. These have been released, Mr. Chairman. 

Mr. Srassen. Your record could make a reference to this other re- 
port without delay, I imagine. 

Mr. Javirs. Is the preponderant reason why we are allowing—in 
terms of being able to make a condition of our fast-West non- 
strategic trade the fact that as Mr. Battle stated, to wit, coalition—the 
need for keeping it together—and the fact that we won’t vote the 
extra billions that it will take otherwise, or is the preponderant reason 
to keep the normalized relation?’ What has the greatest weight ¢ 

Mr. Strassen. In our studies in the National Security Council and 
the executive branch all these things were evaluated and the policy 
was made, then. You can’t tell around the table where one man 
might agree for 30 percent one reason and 10 percent another, and an- 
other man might put a different weight on it, but I would say all these 
things are important in the conclusion. 

Mr. Javirs. Would it be fair to ask you if the military echelon of the 
National Security Council agreed as well as the civilian echelon ¢ 

Mr. Srassen. Definitely. 

Mr. Javrrs. Now, Governor, a colleague of ours who is ver "y well 
known now made a speech in which he intimated that muntions of war 
were being shipped by one of our allies behind the Iron Curtain and 
took some comfort from a statement made by a British Minister of 
State, on this control question, and again, we ought to have something 
here which will be your statement as to what is meant by these three 

categories of items, in practical terms so that people will understand 
dlnien not just by labels but by what they actually represent in goods. 
That is the three categories covered by the Battle Act. 

Mr. Strassen. W ell, let me be very specific. Arms of every kind, 
conventional, modern, obsolete, are banned and have been banned 
ever since the Battle Act went in, and will continue to be banned 
under our review not only by the United States but by all the co- 
operating free nations and there has never been any proposal that 
conventional arms be shipped. The statement you refer to was a state- 
ment by the British Minister of Trade who emphasized that they 
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would especially, or particularly—he used some word like that— 

safeguard against shipueatt of modern weapons, and that did not 
mean, if you ‘read his whole statement, and it does not mean by what 
they have done, any implication that other than modern Weapons 
would be traded. Quite the contrary, they are not traded. What it 
does mean is this sort of thing. I can give you a specific example. 
One.of our prime interests in this control is to tr y to see to it that the 
Soviet Union does not have the capacity for the rapid, mass produc- 
tion of guided missiles or heavy bombers or modern, fast aircraft, and 
that they do not have the capacity to prevent the counterpenetration 
of the Soviet area, to retaliate if they initiate aggression. And that 
means, in turn, that you might come down to an item of a press that 
you know is a machine tool—we'll say a 2,000-ton press, which is the 
kind of a machine, if you have enough of them, it means when you get 
a new design of a guided missile or an airplane, you can rapidly turn 
off a bunch of them. 

Now, the same press will be used in building automobiles or rail- 
road cars or farm tractors and peaceful goods of that kind, but to 
have those kinds of presses means that a country has a capacity for 
rapid building of the very kind of modern weapons that we particu- 
larly wish to control. And therefore in this review, we have been 
completely rigid and insistent that any of that kind of machinery 
should not only not go off of control but that we should get even a 
more effective control than we now have, by watching for all trans- 
shipments and things of that kind. 

That is the kind of concentration that we are engaged in in this 
controls business. 

I think you are all aware that in any kind of a control move, if 
you try to control too much, you fail to control anything effectively. 
‘And so what we have is a move which we believe will be for better 
enforcement of the most important items, and included in the most 
important items are not only all types of arms, modern, obsolete, and 
conventional, but also all types of machinery and equipment which 
we feel would be a significant contribution to the arms production 
capacity of the Soviet Union. 

Mr. Javirs. Now, would you care to make any statement about the 
single item of rubber which has been under critical discussion ? 

Mr. Strassen. Yes. 

Rubber has never been embargoed to the Soviet bloc, at any time. 
It has only been embargoed to Communist China and North Korea. 
So that there has been a steady flow of rubber to the Soviet bloc 
through these years. There is estimated not to be a deficiency in rubber 
in the Soviet bloc at the present time. In fact, they did not purchase 
as much rubber in 1953 as they could have purchased very easily, and 
consequently in addition to that, they have synthetic rubber making 
plants which were furnished to them by the United States at the time 
ef World War II, so putting all these factors together, and the over- 
supply of rubber in southeast Asia, in the hands of Indonesia, Malaya, 
Burma, and Ceylon, it is our judgment that rubber cannot be effec- 
tively controlled beyond the existing level. 

Mr. Javits. Are Burma, Indonesia, and Ceylon inside or outside of 
such cooperative control system ? 
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Mr. Srassen. Ceylon is outside. Ceylon has shipped rubber to Com- 
munist China in spite of the embargo, in trade for rice. The other 
countries have been cooperating quite well. 

Mr. Javirs. That includes Indonesia ¢ 

Mr. Srassen. That is right. 

Mr. Javirs. Thank you, Mr. Chairman. 

Mr. Batrie. There have been quantitative controls on rubber and 
the British have taken the alineda all the way along that they just 
let enough rubber go to Russia for their civilian needs. 

Mr. Strassen. But the *y haven’t even purchased up to what they call 
their quantitative limits. The Soviet hasn’t even purchased the full 
quota allowances. 

Mr. Javits. Governor, when you put in tris statement about the per- 
centage of the East-West trade of that of the world, and within the 
Soviet bloc, would you also include the statement which you have 
already made about such strategic trade as the President allows, 
because I think, again, we ought to have a complete record on that 
subject. It was only $15 million in 2 years. 

Mr, Strassen. That is right. 

Since the inception of the Battle Act, the total amount of primary 
strategic materials which were knowingly permitted to be shipped to 
the bloc by countries receiving United States aid has been about 
$15 million. Of this amount 74 percent was composed of prior com- 
mitments, i. e., commitments made before the Battle Act was imple- 
mented. During this same 2-year period (1952 and 1953) the exports 
from the whole free world to the Soviet bloc totaled $2.7 billion, so that 
the shipment of primary strategic materials by aid-recipient countries 
was less than one-half of 1 percent of the total trade. 

Mr. Javirs. You ought to say just what the facts are. 

Mr. Vorys. Would the gentleman yield? 

Mr. Javirs. Certainly. 

( Discussion off the record. ) 

Mr. Morano. In your colloquy with Dr. Judd, I think you made 
some reference to the fact that in some of these satellite nations or 
others, the Communists would pounce upon unfavorable matters 
of trade and exploit it for propaganda purposes. I want to cite an 
example of a friendly nation being treated in an unfriendly manner. 
Section 809, as proposed in this draft says—and I think it is in the 
law now, that 50 percent of the gross tons of commodities, materials, 
and equipment procured under the funds made available under this 
act will be transported on United States vessels. 

Now, I had it brought to my attention that the Greeks—now, I am 
not arguing for Greek shipping, I don’t want to be misunderstood, but 
there is a directive from the Department of Defense which says that 
we shall only ship on Greek ships to their country, the aid that we 
are giving to their country, on Greek ships, when there are no” 
American ships available. 

Now, under the directive in the past year or more, we have been 
shipping 100 percent on American vessels and nothing on Greek 
ships, which may bring about an opportunity for the Communists 
in Greece to pounce upon that situation for propaganda purposes. 
Now, can something be done about it, or not? 
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In other words, the law says 50 percent and we are taking 100 
percent. It says “at least” 50 percent. Of course we can take 100 
percent if we want to. Now Greece is a friendly country. S6me 
day in the near future, perhaps, the Communists will exploit that 
situation to our disadvantage. 

Mrs. Botron. Well, regardless of the Communists, wouldn't it be 
a good idea to do something for Greece that way instead of some other 
way? 

Mr. Strassen. I will check into that matter. I think we have gotten 
some information on it and advised you on it. 

Mr. Morano. They just do nothing about it. It is getting worse 
instead of better. I have advised the State and Defense Depart- 
ments, I think it should be looked into before there is an attack in 
Greece by the Communists. There ought to be some middle ground 
there, where we don’t take 100 percent of the shipping to that coun- 
try. After all Greece is a friendly country. 

Mr. Srassen. I will check into it further. 

Mr. Chairman, I would like to make a brief statement regarding the 
Royal Air Force. I know that has been one of the questions that has 
not been quite concluded in the committee. 

Mr. Vorys. Before you do that, we have not yet had an explanation 
of why $1.8 million was needed. 

I don’t know how much it was last year, how many are working on 
it, or anything else, but I hope before we leave this spot in the hear- 
ings, that we could find out why you want the money. 

Mr. Aparr. Mr. Chairman, on this point we have been discussin 
Governor, as I understand it, most of these figures apply to the tra 
of European nations with the Soviet bloc. Little mention has been 
made here of trade with Asian nations. Is there any further informa- 
tion available upon that point? That is the trade of friendly Asian 
nations with Communist Asian nations? 

Mr. Strassen. Yes; there are figures available for that in the same 
period of time of these other statistics. Now, for example, Japan in 
1951. The total exports from Japan to the Soviet bloc was $5.8 mil- 
lion in 1951, $800,000 in 1952, and in 1953 about $4.6 million. 

Mr. Apatr. In what units? Is that dollars or yen? 

Mr. Srassen. It is millions of dollars. In other words, it is a small 
amount. 

Mr. Jupp. It is a billion. 

Mr. Srassen. No; it is millions of dollars of trade. 

Mr. Aparr. And that level, so far as you know now, is persisting. It 
is remaining in about the same place ? 

Mr. Srassen. That is right. 

Mr. Aparr. Thank you very much. 

Chairman CurperFieLp. Let’s try to keep order. It is very hard 
to hear. 

Go ahead, Mr. Adair. 

Mr: Apair. Just one final question. In your opinion, does that same 
statement apply generally to the other Asian nations? Is the level of 
their trade remaining about fixed / 

Mr. Stassen. Yes; approximately. And the details are in this 
printed report we sent up to the committee. 

Mr. Aparr. In other words, whereas the European trade is dimin- 
ishing, Asian trade seems to be remaining at the same level ? 
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Mr. Srassen. That is right. 

Mr. Jupp. The East-West Trends report from FOA says: “The 
combined value of the trade in both directions between the free world 
and the Soviet bloc in Europe was 2.6 billion in 1951, 2.4 billion in 
1952, and about 2.2 billion in 1953. By contrast, total foreign trade 
within the free world in 1953 was about 148 billion.” 

That illustrates the thing that I said earlier. Some people imagine 
we can get a lot of trade out of the Soviet bloc. At most, it is peanuts. 
There is a possibility of $10 or $15 billion of expansion within the free 
world, and at most, a billion or two with the Communist bloc. I hate 
to jeopardize the trade within the free world, where hes the real hope 
of developing the economic strength of the free world, by playing 
around with a “possible” increase in the relative puny trade with the 
Soviet bloc. 

Mr. Srassen. You are absolutely right. Of higher priority should 
be the expansion of trade within the free world and we have been 
fostering that within the OEEC and every other possible way we 
could, and there has been a great expansion of trade between the free 
world nations. 

Mr. Jupp. That is the same in the southeast Asia territory and the 
western Pacific. I think we should work to develop trade between 
Japan and southeast Asia and the countries still free instead of spend- 
ing so much time and thought on building up trade with China. At 
most it isn’t going to amount to much and the real hope is the trade 
within the parts of Asia still free, including India and Indonesia. 

Mr. Strassen. I think Mr. Murphy can give the figures on the admin- 
istrative budget. 


STATEMENT OF JOHN E. MURPHY, CONTROLLER, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Murpnuy. The total administrative cost for the administration 
of the Battle Act in 1955 is $1.8 million which compares to $1,078,000, 
which is the estimate of expenses for fiscal year 1954. The number 
of positions in fiscal year 1955 is anticipated to be 141 as compared 
with 151 in fiscal year 1954 and the reason for the increase in cost is the 
fact that all of those people are expected to be on deck, a full fiscal 
year, whereas during the fiscal year 1954, some of them came on at 
some time after the fiscal year had started. 

The positions are divided among the Foreign Operations Admin- 
istration, the State Department and the Commerce Department in 
1955: 58 for FOA, which is a net reduction of 5 positions, 51 for State, 
which is a net increase of 8, all of which are, I believe, in overseas— 
yes, all of them are in overseas jobs, reflecting the increased emphasis 
on this program abroad. 

The number for the Commerce Department stays at 32 which is the 
same as it was for 1954. 

Mr. Strassen. I should like to make a brief statement to the commit- 
tee with regard to the Royal Air Force. This is an item of importance 
in which some additional information is requested. 

The Royal Air Force is the world’s No. 3 air force, after the United 
States and Russia and its importance to the balance of air power be- 
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tween the free world and the Communist bloc may be such as to have 
an important weight in that balance. [Security deletion.] Its equip- 
ment is modern, its organization and training is excellent. It has 
the esprit de corps of an elite force with heroic traditions. 

(Discussion off the record.) 

Mr. Srassen. It is a part of the approach that we should build on 
known sources of strength and make them stronger, and we feel that 
in any extremity that one of the forces you could depend upon is the 
Royal Air Force of the United Kingdom. 

Now the forces in the United Kingdom, itself, in addition to the 
force which, as I said, was the largest contribution to continental air 
strength, in addition to that in the United Kingdom, there is a fighter 
command, a bomber command, and a coastal command, and these 
forces have worked out, or the governments have worked out a satis- 
factory relationship of these forces in the United Kingdom, with the 
overall NATO air command and strategy. 

Now what they are doing is modernizing and expanding, with our 
cooperation and financial assistance. 

The new types of planes are the Hawker-Hunter, the Vicker-Arm- 
strong Swift. Both of these new types are of high performance and 
are heavily armored. 

Do you have the pictures, here, of those planes ? 

Mr. Mourrny. No, sir, they are still over in the Senate. 

Mr. Strassen. On September 7, 1953, Squadron Leader Neville Duke 
established a world speed record with the Hunter—that is an estab- 
lished speed—727.6 miles per hour. The record was broken eighteen 
days later by Lt. Comdr. Michael Lithgow in the Swift, at 737.3 miles 
per hour. Shortly afterward the record of the Swift was broken by 
a prototype United States Douglas F4D Skyray, but it should be 
noted that both the British records were set by production models 
rather than prototypes. 

(Discussion off the record.) 

Mr. Strassen. The emphasis on building up a strategic bombing 
force is a second aspect of the Royal Air Force program. The 
British have designed a series of medium bombers usually known as 
the V class [security deletion]. Along with this bomber development 
and as a necessary adjunct to it is the construction of a number of 
new airfields in the United Kingdom with longer and stronger 
runways. 

Finally, the United Kingdom’s facilities for research and develop- 
ment for their RAF are being vigorously employed. All types of 
turbojets, ramjets, and rockets are being developed and the United 
Kingdom continues to maintain one of the positions of leadership in 
research in the world. 

Guided missiles are also receiving great attention, and the experi- 
mental rocket tests in Woomera, Australia, have paralleled our own 
tests in the desert. 

(Discussion off the record.) 

Mr. Srassen. These planes, and the force, we feel, are one of the 
strong points of free-world defense, and that is why, even in a decreas- 
ing program, we are proposing that we should follow through and put 
some chips on the further expansion and modernization of the Royal 
Air Force. 
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The British themselves are doing a very substantial job on it and by 
keeping them up to a very high air force effort, but at the same time 
making it possible to strengthen the sterling a bit we feel we are fol- 
lowing sound defense and economic policy from the United States own 
interests. It is in the interests of the United States that sterling 
be strong, that it have convertibility; and it is also in the interests of 
the United States that there be a very powerful Royal Air Force. 

(Discussion off the record.) 

Mr. Bentiey. In this program of expansion and modernizing the 
RAF to which we have been asked to contribute, do you have the 
tigures on what the British Government puts into the program ? 

Mr. Strassen. We have the figures and they are in the books. 

Mr. Bentiey. I would like to have the page reference. 

Mr. Strassen. They are in the classified section of the book. 

Mr. Bentixy. Also, I wonder if the information would be available 
as to how much money the British Government spends annually in 
subsidizing its civil aviation industry. 

Mr. Strassen. We can get that for you. I don’t think that is in the 
book. I do know that the British percentage of effort behind their 
defense program is the highest of any country other than the United 
States. 

Mr. Bent ey. I imagine the amount is sizable that goes into the 
subsidization of their own aviation industry. That would be correct, 
would it not, as far as you know ? 

Mr. Srassen. I would think so. As you know, we have our own 
airmail subsidy, for example. All countries find it necessary to in 
some way subsidize their aviation industry. 

Mr. Vorys. This amount | security deletion] you are talking about is 
similar to the $100 million that the committee attempted to eliminate 
last year. We had a lot of discussion about that. We attempted to 
strike that out of the bill. 

Mr. Strassen. I think it wound up at $85 million, did it not? 

Mr. Vorys. No, $115 million, and we attempted to strike it clear 
out, and along with some agricultural support, it wound up at $115 
million instead of zero. We had quite a discussion, here, as to how this 
committee could provide, instead of making a reference in the report— 
if there was any way for the committee to put an issue like this before 
the Congress and before the executive agency, other than by putting 
it in a report. 

Mr. Strassen. I believe, Mr. Vorys, that you are mistaken on that. 
i $100 million last year for support of the RAF wound up as an 

85 million clause in the law by action of both committees. 

“Mr. Mvreuy. That is correct; $100 million, Mr. Vorys, was for 
section 541, what is characterized this year as mutual defense support, 
and it was called the same thing last year. 

Mr. Vorys. But it was supposed to be for airplanes, too. 

Mr. Srassen. If you will look in the law that was actually passed 
last year—do you have a copy of that here? | Security deletion. | 

What you are talking about is the other item, which was $100 mil- 
lion of economic support for the United Kingdom, and in which this 
committee took an adverse viewpoint. You reduced the total amount 
available for Europe. ‘That was section 541, as I recall it. So what 
we did in the final was to reduce that to $55 million of section 541 
money for the United Kingdom. The European amount was reduced. 
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We did not feel that out of the conference report we were not under 
an instruction not to give any of that aid to the United Kingdom. 

The other part was that the Congress passed a clause that provided 
that we shall use not less than $100. million nor more than $250 mil- 
lion of the total fund for agricultural products, and out of that part 
of the total law we used $65 million worth of agricultural products 
for the United Kingdom, they being one of the main sources in which 
you could use those agricultural products and translate it into defense 
effort. We provided that they would take various commodities— 
does someone have the list of commodities here / 

Mr. Vorys. We have had that presented to us. 

(Discussion off the record.) 

Mr. Vorys. Now, what I am wondering as a matter of drafting, in 
view of the experience we had last year with that other $100 million, 
whether there is any way for us to get that out of the bill except to 
specifically prohibit an expenditure for that purpose. 

(Discussion off the record.) 

Mr. Vorys. And we are supporting a force—I would imagine that 
the Royal Air Force, if Britain were attacked, they would use these 
planes to defend themselves and that would be an advantage to us, 
but General Stewart, in running over these two items, says that the 
JCF Force Base—that is what I am referring to in our presentation 
books, is an actual force that the JCS thinks the country is going to 
raise and which it is recommended to make contributions toward from 
the MDAP fund. Then he goes on and describes everything about 
that. Then he says: 

You have two separate propositions here. I think that is a fair picture, but 
I am perfectly willing to be corrected if it is not. 

Then Dr. FitzGerald followed up with a discussion off the record. 
But as I understand it, this is to help Britain with a separate air force, 
and it simply means helping her with planes she could use, I suppose, 
with the Mau Mau, in Egypt, and all over the place. 

Mr. Bent ey. Is there any understanding that the British will keep 
these planes in the North Atlantic area, or that they can send them 
anywhere in the world, in line with Mr. Vorys’ question ? 

Mr. Srassen. The statute we act under says they must be kept within 
the North Atlantic Treaty Organization area, so they could be used 
anywhere in that area, like Malta, or anywhere like that, but they 
could not be sent down after the Mau Mau. 

Mr. Vorys. That does not say that in the proposed draft here. 


STATEMENT OF MORRIS WOLF, GENERAL COUNSEL, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Worr. It says it in section 122: 

For the manufacture of military aircraft required by the United Kingdom 
forces for the defense of the North Atlantic area.” 

Mr. Strassen. Section 122 of the law. 

Mr. Vorys. That doesn’t limit their use and it doesn’t limit their 
use to that area. 

Mr. Worr. It says they are for the defense of that area. 

Mr. Vorys. It doesn’t limit their use for that area. 

In the last couple of years, we have gotten off into an entirely new 
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thing and that is, in addition to the common pool of forces that are 
committed in some way, we are going to help Brit ain with her impe- 
rial obligations and I am extremely dubious about it. 

Mr. Srassen. Let me say that you are right insofar as you say this 
is in addition to the common poo] of NATO, in the strict sense. You 
are not right when you say “imperial obligations,” because the impe- 
rial side is not in the North Atlantic area. If there is: any doubt about 
that, I would be perfectly willing that you add a clause in that, “to 
be used in and for the defense of the North Atlantic area,” or some 
such language to make it very clear. 

Mr. Jupp. “Only”? 

Mr. Strassen. “Only.” Yes. 

Now on the other thing, while it is not a part of the NATO Force 
goal, there is a special understanding as to the way in which ~ RAF 
will be used in support of and in relationship to the NATO air force, 
if an attack occurs. 

Mr. Vorys. That is all. 

Chairman Cuirerrirecp. Are there any further questions ? 

Mr. Javirs. When we are through with the Governor, I would like 
to get something from Mr. Lloyd. 

Mr. Strassen. Now one of the other points upon which I believe you 
wanted further information on is the matter of transfers under the 
flexibility clause of the law. I should like to report to you on that 


and to file a complete, detailed statement of the transfers that have 


been made. 
(The information referred to is as follows:) 
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Mr. Strassen. I would also like to comment that I feel that some 
of the most significant things that have been accomplished in the 
past year have been ac complished by reason of the President’s author- 
ity to make transfers. ‘That power was granted by Congress and 
envisioned by Congress. 

The President exercises this authority on the combined recom- 
mendation of the Secretary of State, and whatever other appropriate 
departments might be involved. Usually, it is also the Secretary of 
Defense, the Director of the Bureau of the Budget, and the Director 
of the Foreign Operations Administration. Or, if it involves an ag- 
ricultural matter, the concurrence of the Secretary of Agricuiture, 
and if it involves a monetary matter, the Secretary of the Treasury. 

Now one of the uses of that transfer power this past year has been 
for the Coal and Steel Community loan, which was carried out under 
that transfer power. You are familiar with that. We feel that 
it is the development from a loan approach rather than a grant 
approach to Western Europe. 

Another one was in the emergency needs in Bolivia, in which 
we provided sufficient economic aid to pay the transportation expense 
for the food grant to Bolivia. That was $1,899,490, 

Another was to complete the common use backup of Turkey. He 
transferred $20 million of that because the Turkish economy was over- 
strained, their currency was inflated, and we felt we were endangering 
our activities in Turkey if we did not put more common use behind 
their armed forces. 

Another one was in the Iran case. You will recall the change in the 
government of Iran when the new government faced a very chaotic 
condition which was the result of the preceding government. The 
Shah appealed to the President who made a very prompt analysis. 
I believe they appealed for $300 million. What we did after analysis 
was to recommend to the President, again, with the joint departmental 
recommendation, $45 million, of which $20 million was produced 
under section 101, and $25 million was already available from the 
Near East area in which Iran is located. So this $45 million has been 
a key factor in stabilizing the economy and in improving the currency 
of Iran and putting in the climate under which some very import- 
ant negotiations are going on now for a consortium use and develop- 
ment of the oil resources of Iran. 

Right promptly at the time of the Korean truce, the President made 
available $10 million for emergency food distribution to the civilians 
in Korea. In those sudden moments and tense situations, we felt 
that a very prompt distribution—especially you will recall the re- 
lease of the prisoners of war and the unexpected turmoil over that, 
and it seemed wise to have the United States Army make a food 
distribution to civilians very promptly, and that was done with a 
transfer of $10 million worth of funds, here. 

You will recall the East German food program of $15 million, 
which was made possible by a transfer. The escapee programs. A 
relatively minor amount. We did make $5 million available to Fin- 
land in surplus agricultural products under section 550. Their econ- 
omy was rather strained, and they had an approaching election and 
the Communists were making an extreme effort to try to gain in Fin- 
land, and so we utilized a transfer of $5 million, and we received in 
return finnmarks. It was not a net grant to Finland, but it was a 
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sale of surplus products on the basis of drawing the finnmarks back 
out of Finland. 

For the Indochina war, we needed $385 million more for further 
backup; $120 million of this has already been transferred from Euro- 
pean military funds. 

I think those are the highlights of the transfers. A complete table 
of them will be filed with the committee. 

This transfer power has been a way in which emergency situations 
have been met and special opportunities that arose in the cold war 
picture have been seized upon. 

Chairman Currerrietp. Mr. Stassen, I would like to ask you about 
one of those items—that is, the aid we are giving to the iron and steel 
industry. I am getting letters from back “home. I live in a part of 
Illinois which contains a coal district. Undoubtedly, the same sit- 
uation is true in Pennsylvania. We have a dying coal industry. In my 
district we also have an industry involving steel products. One part 
of my district is now in point 4, which is a critical area. 

I would like to have you give me the answers so that when I go 
back home and talk to the une employed, I can tell them why we should 
give financial aid to iron and steel industries in Europe when we are 
not doing anything for the people back home. 

I am serious about it. It is a problem that confronts a number of 
us who are similarly situated. 

Mr. Strassen. I think the principal answer to that is the very basic 
economic answer. The steel industry in this country at the present 
time is turning back up. It has had an improvement in the last 5 weeks 
and in this current week, it looks like the best week for 3 or 4 months. 
It looks like 73 percent operation. 

Now, if this trend continues and our own domestic economy comes 
back up from this readjustment, one of the major reasons for it is that 
the economic strength in the rest of the free world made possible the 
kind of an adjustment we had without a series of reactions around the 
world that led into depression. It is our judgment that the strength 
of the European economy, with the Coal and Steel Community as its 
core, will, in the long pull, be of direct economic advantage to the 
United States and will result in more jobs within the United States, 
more business and profits within the United States, than would any 
other policy. 

Now, that is a very difficult thing to explain in precise terms, I 
realize, to workers who are unemployed, or to businesses which are 
operating on less than capacity. But, one of the best things that can 
be pointed out to them is that after World War I, when we did not do 
any of these kinds of things, we did not help Western Europe rebuild 
its industries, we did not participate in the economic affairs of the 
other nations, we then got into a situation where we had the most 
serious unemployment we have ever had and we had a devastating 
depression. We have the difficult task of convincing our citizens that 
it is in the long pull just as much of an adverse factor to their employ- 
ment and their profits to have Western Europe unsuccessful as it is 
to have various States within our own Union unsuccessful and that 
in turn creating a spreading adverse picture. 

But. there is no simple way of proving that to them and, in fact, it 
can only be proved by the passage of time and events. 

(Discussion off the record.) 
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Mr. Srassen. Regarding flexibility, the approach we have taken in 
the executive branch is that the wish of the Congress was to achieve 
the objectives of the law, and that should be our guideline approach, 
rather than to be held too much to the particular details, particularly 
if those details did not seem to carry out the objectives that Congress 
had approved in the law. 

I would like to make one further statement on that. I do feel that 

this transfer of power is so very important and has enabled us to 
meet so many of these situations that we have consulted quite care- 
fully with the committees in doing it, with one exception. I want to 
say frankly to the committee that we did not consult with you as we 
should have on the change of emphasis in the India program. When 
we found we did not need so much money for agric ulture, but we did 
need to move ahead in industry and credit and transportation, we 
should have consulted with you last September. T want to make that 
very frank statement to you, from my checkup as to what happened 
under the situation. 

I would like to make a brief statement, now, with regard to the 
amount of carryover funds which you have before you. We are 
askine vou now, this sharply reduced amount of new obligational 
authority. 

Mr. Vorys. We don’t have it before us. We were to have it Monday 
and then Tuesday—Is it before us yet ? 

Mr. Mourrpuy. We have it, Mr. Chairman. 

Mr. Vorys. It is nice that you have it, but we are not mindreaders. 


STATEMENT OF GLEN A. LLOYD, DEPUTY TO THE DIRECTOR, 
FOREIGN OPERATIONS ADMINISTRATION 


Mr. Lioyp. We will give you an up-to-date statement on this subject. 

Mr. Vorys. We don’t have it before us. We have been trying to 
get it before us for these days. 

Mr. Strassen. Let me give you this statement as to what it means. 

Our proposed 1955 program represents a decrease of 43 percent in 
new obligational authority compared to 2 years ago. It is presented 
on the basis of a division between the seven functions, as you know. 

Now, I wish at the same time to make clear to you that we do have 
the necessary carryover in obligational authority which makes it pos- 
sible for us to carry out the assigned mission of this program ade- 
quately, even though the present requests that we are making are 
sharply reduced from previous years. 

I think a brief description of the method of operation would be 
constructive: We do not make any firm commitments to any country 
until we have the obligational authority passed by an a appropriations 
act of the Congress to cover such a commitment, and after such obli- 
gational authority is attained, we program with other countries for 
the attainment of our mutual objective, whether it is technical advance 
or economic strength or military capacity, or a combination of 2 or 
3 of these, as the case may be. 

Our firm programing with other countries always includes the 
safeguarding statement of contingencies which might require a modi- 
fication of the program. And, then, on the basis of such a firm pro- 
gram, the government of the other country and our own administra- 
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tion then proceed with the implementation. Usually and inevitably a 
substantial period of time is involved from the date of establishment 
of a firm program until it is accomplished. We have, for example, a 
jet air force now in Turkey that is beginning to be really substantial 
and significant. That originated in the 1950 appropriation and the 
funds were not all expended until 1954. We did not make a commit- 
ment with the Government of Turkey to develop such a force until 
we had the appropriations of 1950. 

Implementing actions in both governments usually involve estab- 
lishment of facilities for recruitment and training of personnel, the 
production and delivery of equipment, adjustment to collective ar- 
‘ ingement with other countries; revision to meet changed conditions; 
the issuance of procurement authorizations; the letting of contracts; 
the scheduling of United States deliveries and other arrangements to 
carry out firm programs. 

Thus, we have underway each year, these fairly distinct interrelated 
activities: (1) The preparation of proposed future programs and 
plans for the consideration of the Congress; (2) the establishment of 
firm programs with other nations designed to carry out the specific 
objectives represented by programs which have been approved by 
Congress through the authorizing and the appropriating process; and 
then (3) the consummation of such programs previously made through 
the contracting for delivery of equipment, the paying of technicians, 
the shipment of commodities, the paying of other expenses, and 
the formulation of an annual spending estimate to cover these 
consummations. 

Thus, on a worldwide basis, when the first session of this Congress 
was concluded in August 1953 there was a total of obligational author- 
ity attained through the appropriations process of $6.8 billion, repre- 
senting $2.1 billion carried over from previous fiscal years, and $4.7 
billion of new obligational authority. 

Of the total obligational authority, 64 percent is programed for 
mnilitary, 32 percent for economic, 2 percent for technical cooperation, 
and 2 percent for multilateral and others. Of this total amount of 
obligational authority, plus $8 billion of unexpended obligations car- 
ried forward from previous authorizations, it was estimated in our 
program review that $5.5 billion would need to be spent during 
fiscal year 1954, and arrangements were made in the Treasury in its 
fiscal planning for the money to cover this $5.5 billion in fiseal year 
1954. The difference between this $5.5 billion of anticipated expendi- 
ture and the $14.8 billion of total expenditure authority was not repre- 
sented by money on hand and was not set apart in the Treasury to 
the credit of the President’s foreign-operations program. 

Now, during this fiscal year, 1954, by conservative management of 
the program, it is now clear that we w ill hold the total expenditures of 
money for this fiscal year for all purposes, worldwide, to $5 billion. 
Therefore, when the fiscal year ends there will be within the Treasury 
unexpended money which has been planned to be expended for foreign 
operations, of approximately $500 million. There will also be unex- 
pended obligational authority remaining to cover programs with other 
countries to the extent of $9.8 billion, or a reduction of the amount 
available at the beginning of this fiscal year of about $300 million. 

Of this total of "$9.8 billion of unexpended obligational authority 
remaining, $9.7 billion will represent firm programs worked out in 
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cooperation with the other friendly countries around the world and 
on which their governments and ours have been jointly moving toward 
ultimate consummation of specific objectives. Of this total of $9.8 
billion of unexpended obligational authority, including $9.7 billion of 
firm programs, about $7.2 billion will represent signed contracts of 
procurement, established agreements for payment, joint contracts for 
services, and other normal types of domestically enforcible legal 
obligations. 

Thus, in summary, the sharply reduced requests for new obligational 
authority, if carried through to the appropriations process of this 
Congress, will result in a total obligational authority to establish firm 
programs with other countries, of $1.8 billion less than that which was 
established by the last session of this Congress, or $3.5 billion in total. 

It is further anticipated that during the next fiscal year the rate of 
expenditure of money will be approximately the same, but perhaps a 
little less than the current fiscal year. 

Thus, in all facets of this program, from every type of analysis, it 
will be a decreased total of firm programs with other countries, a 
decrease in total obligational authority, a decrease in new obligational 
authority requested, and a decrease in cash expenditures. 

But, nevertheless, because of the accumulated success of the pro- 
gram, barring major and unexpected and adverse events which would 
upset all of our calculations, the objectives of the United States will be 
realized insofar as availability of funds and authority make it possible. 

May I further emphasize that a specific example of how this breaks 
down, in the case of Turkey—because the Prime Minister of Turkey 
recently visited us—we had an intensive review of the Turkish pro- 
gram. I would like to say, of course, in using it as an example, that 
the results there are above average in the world situation. 

But, to give some indication of the lead time, I mentioned that it 
takes 4 years to get the jet air force established. Let me put it another 
way : If we were to decide, today—in this program here—to put in a jet 
air force in country X that by the time this fiscal year was ended, sup- 

ose we put in $100 million. When this fiscal year ended, we would 

oe legally obligated very little of that $100 million obligational au- 
thority. We would, during the year, have made a firm program of 
that, looking toward a jet air force. Perhaps in the second fiscal 
year, we would start making some contracts for airplanes and things of 
that kind. It would probably be the fourth fiscal year, but we do 
not make a firm program with a country until Congress has given us 
the authorization and appropriation that we should go ahead and 
do that, and that gives that example of the way in which that lead 
time works out at the present time with Turkey, to follow through 
with their NATO force goals we should add to the firm program for 
Turkey. 

We are proposing some of it in our program before you. We do 
not add to a firm program unless there is authorization and obliga- 
tional authority through the appropriations process. 

The Government of Turkey has to plan on their expansion, and we 
have to plan with them. There is a long, long lead time involved, and 
I see no way to shorten that lead time. Neither does it seem sound 
for us to go ahead and make commitments with countries unless we 
have the obligational authority passed and authorization and appro- 
priations to do it. 








PERE w 3 


11/13 


The voting of obligational authority by the Congress through the 
appropriation process does not mean we will actu: ily spend the money 
at a future time, unless it is clear that we need to do so, then, to imple- 
ment the basic polici ies of the United States Government. 

The best proof I can present of that is the actual record of our con- 
duct of this program during this past year. We have spent less than 
the Congress had authorized us to spend. We have spent less than 
the Treasury had set aside for us to spend. We have attained world- 
wide results more favorable than anticipated. And, I submit that if 
by your action in this Congress you make it clearly possible for the 
President providently to meet the urgent needs that arise around the 
world, if you make it possible for us firmly to program with friendly 
countries for effective future results, if you make it possible for us to 
carry out thoroughly our existing firm programs—provided, of 
course, the other countries carry out their part of the programs— 
then indeed will you be practicing economy in its best sense. It will 
be economy that will best serve the future interests of the people of the 
United States. 

Mr. Jupp. Mr. Chairman, did I get it right, that in this coming 
fiscal year you think expenditures will be about $5 billion ? 

Mr. Strassen. A little less. 

Mr. Jupp. And the appropriation, if this bill went through as is, 
would be about $3.5 billion, so that at the end of this fiscal year the 
carryover would be down about $1.5 billion ? 

Mr. Strassen. That’s right. 

Mr. Jupp, It is now about 9.8, and it would be about 8.3, then? 

Mr. Strassen. That’s right. We are on a descending sc the in any 
kind of analysis that you make. But, we still have a “lot of obliga- 
tional authori itv for the future. Less than we had a year ago, but a 
very substantial amount, and it is—there is a tendency constantly to 
think of obligational authority as money in the Treasury, you see. 
It is not. It is that future. firm authority to go ahead on the clear 
anticipation that the money can be raised in the Treasury when the 
time comes to expend it. And, what we actually have is unexpended 
money in the Treasury, about one-half billion dollars that we had 
cut below the estimate that the Treasury set up for us. We do have 
this forward projection of obligational authority in firm programs 
for other countries. 

Mr. Vorys. Would that one-half billion dollars compare with the 
amended executive request last vear, where you reduced the request 
$354 million ? 

Mr. Strassen. In that instance, there were actual program savings. 
In other words, we could see where we could take it right out of the 
program. I would say the amount similar to that, we have pretty 
well taken out already, on our 3.4 that we sent in to you this year. 

Mr. Jupp. Well, that 354 million last year was actual deobligation, 
wasn’t it? You had obligated it and deobligated it? 

Mr. Strassen. And, it was deprogramed. In other words, it was 
programs we revised and made savings on. 

Mr. Jupp. Whereas, this $500 million is savings effected when you 
revised your programs. You just did not program that much, is 
that right ? 

Mr. Strassen. In some instances that. In other instances, it is a 
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matter of not carrying out programs as rapidly, so that you did not 
draw on the Treasury for as much money. 

Chairman Currerrirevp. Are there further questions? 

Mr. Smirn. Governor, you used some figures, there, on the cost of 
the program, or the breakdown in percentages, military, economic, 
and TCA. TCA was 2 percent. What was the military and the 
economic / 

Mr. Srassen. The military portion was 64 percent; 32 percent on 
the economic; 2 percent on technical; and 2 percent on multilateral 
and other. 

Mr. Smirn. Thank you. 

Mr. Bentiey. Mr. Chairman, I have one more question which is 
off the record. 

(Discussion off the record.) 

Mr. Javirs. Mr. Lloyd, in filling out the whole question of private 
effort in this field, are we to have some record of how far we have 
gotten in terms of agreements with different countries about invest- 
ment guaranties, special tax treaties, and treaties of friendship, trade 
and navigation, and so on? I know you have tried to set up some 
kind of a chart on it. Do you feel it would be helpful to us on the 
floor, in showing that we have been moving forward in that field, if 
we could have something like this available? 

Mr. Srassen. Before that is answered, Mr. Chairman, I have an 
important conference at 5 o'clock. Could I be excused and have the 
staff proceed ¢ 

(Discussion off the record. ) 

Mr. Vorys. I have been looking for this chart that Mr. Murphy men- 
tioned yesterday. I know he has it. When do we get our hands on it ? 

Mr. Morreny. I propose to leave it with the committee this after- 
noon. I will give it to you right now. 

Mr. Javits. Could you answer my question at this time, Mr. Lloyd? 

Mr. Luoyp. Well, Mr. Javits, I can say this: The question, I think, 
is an extremely pertinent one. We are not prepared to evaluate, or for 
that matter even describe, precisely where all these efforts stand in 
all of the countries or to evaluate what those efforts, along the lines of 
the activities we mentioned this morning, mean in terms of effective- 
ness which will replace other programs. 

However, we have tabulated in a chart, here, which compares the 
seven functional activities which are presented to this committee in 
these presentation books, and have set up beside them these various 
activities which I referred to this morning as more normal and per- 
manent kinds of activities, and have kept opposite the countries where 
the particular, more normal and particular activity is pertinent, and 
is evident in that country, with footnotes as to whether the treaty or 
whatever it is, is in effect or in process and I will be glad to submit 
this if it would be useful. 

Mr. Javirs. Do you think it would be helpful to us in tracing 
through, in a sense, the end results of our programs? 

Mr. Luoyp. I think it would be a valuable thing to consider. 

Mr. Javirs. Mr, Chairman, I ask unanimous consent that it be made 
part of the hearings. 

Mr. Vorys (presiding). Without objection, it is so ordered, 

(The committee thereupon proceeded in executive session.) 

(The information referred to is as follows :) 
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tions Administration 126 
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White, FE. D., Deputy Director, Food and Agricultural Division, 
Foreign Operations Administration__.._....----_- oa a 183 
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ern, South Asian, and African Affairs, Department of State- 236 
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and Africa Operations, Foreign Operations Administration___ 207 
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April 14, 1954: 
Alden, Lt. Col. Victor W., United States Air Force staff officer, Depart- 
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Drumright, Everett F., Acting Assistant Secretary of State for Far 
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tions, Foreign Operations Administration.__._.__--__.----___-------- 
Murphy, John E., Controller, Foreign Operations Administration___ 
Nolting, Frederick E., Jr., special assistant to the Secretary of State 
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Stewart, Maj. Gen. George C., United States Army, Director, Office 
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Hardesty, M. N., Acting Regional Director, Latin American Opera- 


tions, Foreign Operations Administration___._._.___-__--___-----~--. 
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SPE, Oe i ectenerserpeedgine sateen teak beta bie 
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and Africa Operations, Foreign Operations Administration_________ 
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Stewart, Maj. Gen. George C., United States Army, Director, Office of 
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Greene, Francis T., executive vice president, American Merchant 
Marine Institute, and representing the Pacific American Steamship 
Association and Association of American Shipowners_ - - - ec 
Kennedy, Miles D., Director, National Legislative Commission, ‘the 
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Lynn, John C., Legislative Director, American | Farm Bureau Fed- 
IT i aise kn cresnin danerttninpatcecniembinae teases ih ene x 
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Radford, Adm. Arthur W., Chairman, Joint ( ‘hie fs of St: ff __ a 
Russell, Brig. Gen. Samuel C., Chief, Foreign Aid Division, G 4, De- 
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Stewart, Maj. Gen. George C., U nited | State Army, Director, - Office e of 
Military Assistance, Department of Defense— 
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Chase, Maj. Gen. William Curtis, Chief, MAAG, Formosa, Department 
OE ee a emo stilted a 
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Russell, Brig. Gen. Samuel C., Chief, Foreign Aid Division, G—4, 
Reener tenet wl THING oan ecaeonantieiien Adina imitates 
Stewart, Maj. Gen. George C., U nited ‘States Army, Diree tor, Office of 
Military Assistance, Department of Defense____- 5 
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APPENDIX 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BurEAvU OF THE Bupcet, 
Washington 25, D. C., April 28, 1954. 
Hon. Rosertr B. CHIPERFIELD, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. CHAIRMAN: In view of your interest in the subject, I am sending 
you a copy of my letter of today’s date to the chairmen of the Senate and House 
Appropriations Committees, describing a new plan for financing and accounting 
for military assistance funds. 

Sincerely yours, 
Row LaNp Hugues, Director. 


YXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., April 23, 1954. 
Hon. JoHn TABER, 
Chairman, Committee on Appropriations, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. CHarRMAN: In the conference report of July 28, 1953, on the 
Department of Defense Appropriation Act, 1954, the conferees directed that 
the Department of Defense, the Foreign Operatiois Administration, the Bureau 
of the Budget, and the General Accounting Office consult with one another with 
a view to reaching an agreement on the method of “* * * obligation and expendi- 
ture by the Department of Defense of military assistance funds transferred to 
it by the Mutual Security Agency. * * *” This directive grew out of a pro- 
vision, providing for consolidation of military assistance funds allocated to the 
Department of Defense, which had been passed by the Senate but which was 
not acceptable to the managers on the part of the House. 

In accordance with the conference committee’s directive, the four interested 
agencies have come to agreement on a revised plan for financing and accounting 
for military assistance funds. This agreement provides for shifting from the 
present method of accounting to one of accounting for the bulk of the procure- 
ment of military assistance items and related funds solely on a basis of delivery 
of material to recipient countries by title of the authorizing act. The specific 
outline of the plan as jointly proposed by the four agencies is attached. 

In essence, the revised plan provides that military assistance funds allocated 
to the Department of Defense would be programed and committed (or ear- 
marked) in accordance with policies and general program levels determined 
through coordination with the Department of State and the Foreign Operations 
Administration. These earmarked funds would remain unobligated in a master 
allocation account in the Office of the Secretary of Defense until needed for reim- 
bursement to the regular defense appropriations as and when deliveries are 
made to recipient countries. To the extent that it would not be feasible for any 
of the appropriations of the Department of Defense to finance lead time, antici- 
pated reimbursements to applicable appropriations would be apportioned as addi- 
tional obligational authority to provide for uninterrupted procurement processes 
within the limits of the miiltary assistance funds allocated to the Department 
of Defense. The funds in the allocation account would also be available for sub- 
allocation to the services for operating expenses and for certain items which 
would be procured directly against military aid appropriations. 

The proposed plan will eliminate confusion which has resulted in the past 
from attempting to relate procurement of common items under contracts of the 
military departments to the separate appropriations for those departments and 
for the military assistance program. The plan would have initial obligations 
for such items charged to one source of funds (that is, the pertinent appropria- 
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tion for the military department) and expenditures made to vendors from the 
same source. The military department appropriation would be reimbursed 
ipon delivery of the end item to the recipient country, which usually occurs after 
the fiscal year in which the procurement contract is made. For this reason, 
the plan contemplates that military assistance funds be available on a no-year 
basis to assure that the military department will be reimbursed when delivery 
is made in a subsequent year. 

The four agencies believe that this plan should be put into effect at the earliest 
possible date. There is attached a draft of language necessary for its authoriza 
tion, which might be included in appropriation or authorizing legislation, as the 
Congress determines to be preferable. The installation of the plan would take 
place as soon after enactment as would provide a smooth transition. 

The details of the plan as ontlined in the attachment will require more com- 
plete implementing instructions. These instructions are now under preparation 
in the Department of Defense with the staff assistance of the General Account- 
ing Office, the Foreign Operations Administration, and the Bureau of the Budget. 
Staff members of the four agencies are available to discuss the details of the 
proposed plan at the convenience of your committee. 

An identical letter, with attachments, is being sent to the chairman of the 
Senate Committee on Appropriations. Copies of this letter are being sent to the 
chairman of the Committee on Foreign Relations of the Senate and the chairman 
of the Committee on Foreign Affairs of the House. 

Sincerely yours, 
ROWLAND HuGuHes, Director. 


OUTLINE OF PLAN FOR FINANCING AND ACCOUNTING FOR MILITARY ASSISTANCE 
FUNDS 


(Inclucing Funds Heretofore Appropriated ) 


1. Basic objectives 
(a) A consolidation of DOD-MDAP procurement programs, excepting 
(1) Offshore procurement ; 
(2) Shipbuilding ; 
(3) End items completely peculiar to MDAP. 

(6) Elimination of separate financing and accounting requirements by DOD 
for procurement and storage of all MDAP items except those covered in (1), (2), 
and (3) above. 

(c) Establishment of accounting for MDAP items and related funds under (b) 
above and services solely on a basis of delivery of material or the furnishing 
of the service te recipient countries by title of authorizing act. 

(d) Continuance of present finaneing and accounting methods for 

(1) Offshore procurement ; 

(2) Shipbuilding ; 

(3) End items completely peculiar to MDAD ; 

(4) Training; 

(5) Vaecking, handling and crating, including direct Operating salaries 
and expenses ; 

(6) Transportation as may be appropriate ; 

(7) Administrative expenses. 

(ec) To establish such controls on a simplified basis which will serve as the 
basis for administrative program determination and control and permit con- 
gzressional review of program. 

Recommended methods of accomplishment 

(a) Upon approval of this plan, analyze and revise the MDAP program to 
provide for the financing of such programs in accordance with the objectives 
outlined above. 

(b) Fffective as of the changeover date, withdraw from the operating mili- 
tary departments all unexpended balances of MDAYP funds (except for funds 
required for items and services referred to in 1 (@) above). 

(¢) Transfer the outstanding obligations from MDAP funds to the proper 
DOD appropriation account. 

(d) Discontinue the maintenance of separate property accounting records for 
MDAP items which have not been delivered to the recipient countries, 

(e) Determine total expenditures of MDAP funds for each operating agency or 
bureau. Determine the value of materials delivered and services rendered. 
Withhold any future transfer of funds to military department appropriations 
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util such time as value of deliveries balances with the amounts expended. If 
he value of deliveries exceeds the amount expended from MDAI funds, reim- 
burse the applicable DOD appropriation account in the amount of such excess. 

(f) Establish a changeover date of (date to be determined) to effect the fore- 
soing actions excepting as provided in paragraph 2 (a@) above. 

(9) Effective (date to be determined), DOD appropriation accounts will be 
eimbursed solely on a basis of delivery of material or the furnishing of the 
~ervice. 

(h) Effective (date to be determined), DOD will maintain master allocation 
ccounts for MDAP funds, which shall be used for those purposes enumerated 
n paragraphs 2 (yv) above. Funds in the master allocation account will be ear- 
ruarked or committed, with formal fund reservations but no obligation, when 
procurement requests for approved programs are transmitted to the military 
departments. After reservation of such funds, no withdrawals from DOD shall 
he made without the concurrence of the Secretary of Defense or upon the deter- 

ination of the President. 

(4) Not later than (date to be determined), the DOD will provide reports 
showing a final accounting on the status of MDAP funds, and the value of 
Celiveries as of the close of business (date to be determined) Thereafter, the 
DOD will furnish such reports as required to show the status of the master 
allocation account and the value by major items of materials delivered and 
services furnished to recipient Countries by title of authorizing act. In addition, 
plans for deliveries shall be projected by major items on a quarterly basis in 
value and quantity for the period of time necessary to liquidate the earmarked 
funds 


DRAFT LANGUAGE FOR AUTHORIZATION OF NEW PLAN FoR FINANCING AN) 
ACCOUNTING FOR MILITARY ASSISTANCE FUNDS 


Sec. —. Funds heretofore or hereafter allocated to the Department of Defense 
from any appropriation for military assistance (except funds obligated directly 
against any such appropriation for offshore procurement or other purposes) 
shall be accounted for by geographic area and by country solely on the basis of 
the value of materials delivered and services performed (such value to be 
determined in accordance with the provisions of section 403 of the Mutual 
Defense Assistance Act of 1949, as amended (22 U. 8S. C. 1574)... Within the 
limits of funds so allocated, the Department of Defense is authorized to incur, 
in applicable appropriations, obligations in anticipation of reimbursement from 
such allocation, and no funds so allocated shall be withdrawn by administrative 
action until the Secretary of Defense shall certify that they are not required 
for liquidation of obligations so incurred, or unless the President in writing 
sball direct such action. Reimbursement from such allocation shall be made 
in accordance with the provisions of said section 403." 


(The following supplemental information has been supplied in 
response to Mr. Javits request (see p. 334) :) 


INFORMATION REQUESTED APRIL 27, HEARINGS OF THE COMMITTEE ON FOREIGN 
AFFAIRS TESTIMONY 


In accordance with Governor Stassen’s statement at the hearings of the 
Committee on Foreign Affairs, House of Representatives, Tuesday, April 27, 
1054, further information is submitted concerning the three classes of contracts 
for the current year and the previous year—to supplement the data entered into 
the record in the form of “Lists of FOA-financed Technical Services Contracts 
Now In Operation In Cooperating Countries (Including Contracts Planned or 

Negotiation), as of April 1, 1954. 

1. General 

Our records indicate that 278 of 339 technical services contracts currently in 
operation were executed since Junuary 1, 19538. While these tigures do not 
onstitute a fully valid comparison between the periods before and after January 

1953 (since the figures do not take into account contracts in force prior to 
January 1, 1953, which were completed prior to April 1, 1954), they do reveal 
the emphasis which is currently being given to the use of nongovernmental 

rencies in technical cooperation programs. 


In the event this provision is considered in connection with, or after the enactment of 
ew mutnal security authorizing legislation, the corresponding section number of the new 
gislation should be substituted at these points 
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2. Contracts with commercial organizations and individual contractors 


There are currently a total of 101 FOA-financed contracts in operation in 
cooperating countries with commercial organizations and individual contractors. 
Eighty of these were executed since January 1, 1953. The total of the 101 
contracts Comprises 13 in agriculture, 79 in industry, 4 in public administration, 
and 5in transportation. The total of the 80 contracts comprises 8 in agriculture, 
68 in industry, 3 in public administration, and 1 in transportation. 

There are broad variations in the nature of the contracts executed—as to 
dollar value, scope of assignment, and duration of the contract period (e. g., one 
contract may cover the services of a considerable number of individuals made 
available by a single commercial organization for an assignment of wide scope 
and for an initial period of years, whereas another contract may cover the 
service of only 1 individual for an assignment of relatively limited character for 
an initial period of weeks). 

8. Contracts with wniversities for services in cooperating countries 

In October 1953, in addressing the American Council on Education, Governor 
Stassen said: “In carrying out our expanded program of technical service, it is 
our intention to use the resources of the colleges and universities of America to 
an increased degree. In keeping with the objectives expressed by the President, 
it is our wish to enter into contracts on a sound basis with these educational 
institutions in our country for carrying forward cooperative programs in other 
countries and in underdeveloped territories.” 

At that time, FOA was a party to or responsible for the financing of some 21 
broad contracts involving college responsibility for a major element in the FOA 
program in a particular country. 

Since Governor Stassen’s statement quoted above, the number of such major 
college contracts in force has been increased by more than 50 percent (to a total 
of 33), and a further 35 such contracts are currently in various stages of develop- 
ment. Four of the new contracts involve expenditures of approximately half a 
million dollars each and cover activities of considerable breadth and depth in 
engineering and related fields, preventive medicine and public health, welfare, 
housing, nutrition, agriculture, public administration, business administration, 
and improvement of laboratories and libraries. The balance of eight: smaller 
projects include development of English language and pedagogical training, de- 
velopment of technical institutes to teach vocational and trades subjects, utiliza- 
tion of aerial photography in economic development activities, and the establish- 
ment of an hydraulics laboratory. The total value of these new contracts in 
force is approximately $2.86 million out of the total of $10.7 million worth of 
technical services contracts currently in operation in cooperating countries. 


4. Contracts with voluntary and nonprofit agencies for miscellaneous technical 
assistance 


There are a total of 21 FOA-financed miscellaneous technical assistance con- 
tracts with voluntary and nonprofit agencies currently in operation; 14 of these 
have been executed since January 1, 1953. Here, again, there is a wide range 
in the nature of the contracts in terms of dollar value, scope of assignment, and 
duration of the contract period (e. g., from a contract for $5,000 for a survey of 
cottage industries to a contract for $195,000 for the establishment of an industrial 
research institute). Eleven of the fourteen new contracts are of a major char- 
acter and 3 are minor. The total value of the newly executed contracts is 
approximately $0.7 million out of a total of approximately $2.6 million. 


(The following information has been supplied for the record in 
response to a request of Mr. Hays (see p. 394) :) 


UNITED STATES MILITARY MISSIONS IN LATIN AMERICA 


Missions of military advisers to Latin American countries have been estab- 
lished on a contract basis under authority of Public Law 247, 69th Congress, act 
of May 19, 1926 (44 Stat. 565). This act as amended by the act of May 14, 1935 
(49 Stat. 218), authorizes officers and enlisted men assigned to governments of 
the Republics of Latin America to accept, from these governments, compensation 
and emoluments in addition to the normal pay and allowances to which they are 
entitled. 

Attached is a table showing the strength of each of the missions in Latin 
America. Personnel in each country is broken down into an “accredited” column 
and a “nonaccredited” column. At the time negotiations are entered into con- 
cerning the establishment of a mission, the size of the mission is also determined. 
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Personnel within the established ceiling are thus recognized or “accredited” by 
the host government. However, certain additional personnel are necessary— 
largely in the administrative field—in order for proper operation of the missions. 
People performing these tasks are assigned with the full knowledge of the host 
country but are not accorded the same recognition and, therefore, are termed 
‘“nonaccredited” personnel. : 

The expenses of these missions are, in a large part, paid by the countries to 
which the missions are assigned. However, certain residual expenses of these 
missions together with the costs incident to the operation of the United States 
element of the Joint-United States-Brazil Defense Staff are paid from the regular 
service appropriations. The total amount appropriated for this purpose for 
fiscal year 1955 is approximately $1.2 million. This amount also is intended to 
defray the cost of formal visits of selected officers of Latin American Republics 
to the United States for orientation and training and for the cost of operations 
of a school for officers of all American Republics located in the Panama Canal 
Zone, including the translation of certain training manuals and the issuance of 
a periodical in Spanish and Portuguese to interested officers in Latin American 
armies. 

In addition to these Latin American missions the United States has a few 
missions in other parts of the world. These are in Iran and Liberia and their 
strengths are as follows (all personnel are Army) : 





Irar 
I t 4 
Ge Armish | 

Major generals l 
Colonels and lieutenant colonels 7 18 2 
Majors and captains 2 t l 
Warrant officers I 
Master sergear ts 7 34 2 
Sergeants Ist class and sergeants 17 

Total Seuide . - 16 77 


Strength of accredited and nonaccredited military mission and commission 
personnel in Latin America, as of Mar. 31, 1954 





Army Navy Air Force Total 
T)- = Non- 
Accredited iia Accredited aaa Accredited oorediited ‘i 
7 rr : r = 
5 5.66 = = < 
Brazil 
Missions 1 l 17 14 l / 
JBUSMC__. 31 21 2 y 19 43 52 73 25 
Radio Rio l } l ; $ 
Air utilities l ] 
Argentina 4 3 4 3 7 
Bolivia 9 ‘ l 5 4 l 5 15 12 27 
Chile... 3 ll 5 0 3 ) 14 3 
Colombia 4 3 6 6 2 3 I ' 14 lf 0 
Costa Rica 2 4 2 ‘ i 
Cuba 9 5 I 6 2 a 7 7 
Ecuador 8 4 3 7 5 19 24 
E] Salvador ] I 3 3 l 7 2 
Guatemala § l l 2 2 7 7 4 
Hait ‘ 2 3 l l ; f 8 4 
Honduras 2 5 2 ; 2 4 10 t 
Mexico 1 1 3 2 3 
Nicaragua - . l 1 2 2 } $ f 10 
Panama I l ! 
Paraguay 5 ‘ 4 3 l 3 10 10 20 
Peru 9 2 l 2 5 2 i 10 7 5 2t 22 48 
Uruguay 4 3 ; 5 6 


Venezuela - 18 18 l 6 15 7 12 l 2 33 47 80 


Total. ) 
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(The following information has been supplied for the record in 
response to a request of Mr. Prouty (see p. 779) : ) 


DEPARTMENT OF DEFENSE, 
OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., May 27, 1954 
Hon. Roverr B. CHIPERFIELD, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. CHrpPerrre.p: During the hearings before your committee on May 
18, 1954, Congressman Prouty inquired as to the amount which would be required 
to complete construction on the 121 NATO tactical airfields currently estimated 
to be available for operational use in the event of an emergency. In response 
to Congressman Prouty’s question, the following estimated figures are provided : 
Of the 121 airfields, 30 are located in Western Germany and, therefore, require 
no NATO common financing. For the remaining 91, the total estimated cost is 
approximately $549 million, of which $510 million has been authorized for con- 
tracting by the Infrastructure Payments Committee. There remain, therefore, 
$39 million to be authorized by NATO. Actual contract commitments are esti- 
mated to equal approximately $412 million against which actual payments 
have been recorded in the amount of $272 million. 

Trusting the above is responsive to Congressman Prouty’s inquiry, I remain 

Sincerely yours, 
Criive L. DUVAL 2D, 
{ssistant General Counsel, 
International Matters. 


(The following material has been supplied for insertion in the record 
(see also pp. 785, 786) : ) 


EUROPE—MUTUAL DEFENSE ASSISTANCE 
NATO INTERNATIONAL MILITARY HEADQUARTERS 


The military forces which are committed to the defense of the North Atlantic 
Treaty area by member nations of the North Atlantic Treaty Organization 
have been placed under the command of two supreme commanders—the supreme 
commander, Allied Powers, Europe; and the supreme commander, North At- 
lantic Ocean area. Headquarters of these two supreme commanders—familiarly 
known as SHAPE (Supreme Headquarters Allied Powers, Europe) and 
SACLANT (Supreme Allied Command, North Atlantic)—are located in Marly, 
France, near Paris, and in Norfolk, Va., respectively. 

Under these commanders are the following NATO international commands: 

A. Subordinate commands of SHAPE: 

Headquarters, Allied Forces, Northern Europe. 

Headquarters, Allied Land Forces Central Europe and Flag Officer Central 
Europe. 

Headquarters, Allied Air Forces, Central Europe. 

Headquarters, Allied Forces Southern Europe. 

Headquarters, Allied Naval Forces Southern Europe. 

Headquarters, Allied Land Forces Southern Europe and COMSTRIKFOR- 
SOUTH. 

Headquarters, Allied Forces Mediterranean. 

Headquarters, Allied Air Forces Southern Europe. 

Headquarters, Allied Land Forces Southeastern Europe. 

Air Training Advisory Group. 

European Military Communication Coordinating Committee. 

European Long Lines Agency. 

European Radio Frequency Agency. 

Military Standardization Agency. 

B. Subordinate commands of SACLANT: 

Commander in chief, Western Atlantic area. 

Commander in chief, Hastern Atlantic area, Atlantic Command. 

Air commander in chief, Eastern Atlantic area, Atlantic Command. 

In addition to these military commands, there are other international military 
headquarters and agencies all but one of which are assigned to SHAPE ad- 
ministrative and budget control. The one exception is the top military planning 
agency, the Standing Group, located in Washington. 
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The Standing Group, composed of personnel from the Defense Establishments 
of the United States, the United Kingdom and France, is provided personnel and 
their support by the latter two countries, while the United States, as host country, 
provides not only personnel but also office space, communications and other 
facilities for the group as a whole. 

United States contribution to the other international headquarters is twofold 
First, we provide the personnel of our military services assigned to the staff and 
supporting complement. The pay, allowances, and basic military personnel costs 
of these assigned personnel are paid from the United States service military 
budgets. 

The salaries of civilian personnel, the costs of communication services, the 
expense of maintaining and operating the headquarters buildings, and other 
operating expenses of the staff, are budgeted internationally. United States 
contributions to these international budgets are made as a percentage of total 
cost, and are normally payable in the currency of the country in which each 
headquarters or activity is located. However, for the European headquarters, 
certain requirements included in these budgets are more readily available to the 
United States overseas military commands than through other channels. Civilian 
employees who are United States citizens are hired and screened as employees 
of the United States Army or the United States Navy, and paid the salaries and 
allowances of their United States grades on vouchers and payrolls of the American 
military. In such instances the value of materiel or services provided and the 
NATO salary and allowances for the positions oceupied by United States citizen 
civilians assigned to these headquarters are deducted from the amount otherwise 
due as a contribution from the United States. The amounts of such deductions 
are verified by the fiscal officer of the American Military Command involved and 
the fiscal officers of SHAPE or SACLANT, and reimbursement is made from 
MDAP funds to the United States military departments for the value of the 
services or materiel provided. Remaining balances are paid directly to the inter 
national fund’s bank accounts, in foreign currencies requested. 

The international headquarters’ budgets are prepared on a parliamentary 
basis—that is, on an annual expenditure estimate, with authority to enter into 
contracts for later expenditure. Also, they cover calendar years rather than 
fiscal years. Our estimate for the contributions to be made is first adjusted to 
an “obligation” basis (which includes only that part of the contract authority 
utilized within the calendar year) and then adjusted to the United States fiscal 
year, July 1 to June 30, according to the time at which our contribution is due. 

Budgets for the calendar year for these headquarters and agencies are usually 
submitted for review in December preceding the budget year. They are re 
viewed by a committee representing the member governments. They are exam 
ined in detail, and items which are unanimously approved by this committee 
are approved as a basis for covering operations starting the following January 1. 
Budget items for which approval is deferred, are submitted in greater detail, or 
are verified as to cost factors by further examination, and, as pending projects, 
are described as “supplemental” estimates, which term also includes the esti 
mates for new projects. Part of the calendar year 1955 requirements, as esti 
mated, based on continuance of operations at the 1954 calendar year rate, are 
required to be obligated in fiscal year 1955, for which year the appropriation 
of $5 million is requested. 

The following statements show (1) United States contributions to NATO In 
ternational Military Headquarters budgets; (a) United States contributions to 
SHAPE, SACLANT, and subordinate commands and (b) standing group; (2) 
budget summary of (a) SHAPE, SACLANT, and subordinate commands and 
United States salaries by calendar year, and (b) calendar year conversion to 
United fiscal years; (3) budgets by headquarters or military agency by calendar 
year; (4) statement of agreed percentages of contributions for SHAPHR, 
SACLANT, and its subordinate commands, by calendar year. 
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DEPARTMENT OF DEFENSE—INTERNATIONAL MILITARY HEADQUARTERS AND 
STANDING GROUP 


United States contributions, mutual security appropriations 


7 
Fiscal year | Fiscal year | Fiscal year 
1953 | 1954 1955 
| 
| 





NATO Internationa) Military Headquarters: | | 
United States contributions to SHAPE, SACLANT, and 
subordinate command budgets 7 | 


Standing group budgets 


$8,969,512 | $7,677,484 | $4, 600, 000 
357, 147 400, 000 | 400, 000 


Total contributions. Sit inenpninwtetegiphpetth cong | 9, 326, 659 8, 077, 484 5, 000, 000 


EvuropeE—MUTUAL DeFrENSE ASSISTANCE—INTERNATIONAL MILITARY HEADQUARTERS 


United States contributions, mutual security appropriations, financial summary, 
calendar-year conversion to United States fiscal years 


| | | 


Estimated 
Calendar | Calendar | Calendar |---|" 


» 95 Teg 952 2 953 . 
year 1951 | year 19 year 1953 | Oajendar | Calendar | Calendar 


| year 1954 year 1955 | year 1956 





United States share of calen- 
dar-year budgets | | 
SHAPE and subordinate | 
commands | $7,197,000 |$12, 364,000 | $5,117,000 | $4,555,000 | $4,119,000 | $4, 119,000 


SACLANT and subordi- | 
nate commands (137, 023) ) 340, 844 | 117, 534 | 133, 462 155, 250 


United States salaries | . | 103, 000 | 103, 000 | 103, 000 103,000 | 


Total, United States } | 
0 Ee | 7,197,000 | 12, 807, 844 5, 337, 534 4,791,462 | 4,377, 250 4, 377, 250 





Cumulative, United | | 
States share (calen- | | } 
dar years 1951-54) 7, 197,000 | 20,004,844 | 25,342,378 | 30, 133, 840 | 34, 511,090 38, 888, 340 


| Fiseal year 
1956 (unre- 
quested) 


Fiscal year | Fiscal year | Fiscal year | Fiscal year | Fiscal year 
1951 | 1952 1953 1954 1955 


United States share of contri- | | 

butions, by fiscal year, to— | 
SHAPE and SACLANT | | 
and subordinate com- | 
mands budgets |} $1,713,000 | $9,200,000 | $8, 866,512 | $7,574,484 | $4, 497, 000 
United States salaries_- a | 103, 000 | 103, 000 | 103, 000 | 103,000 |.-.--- 


—_ _——$—$ $$ ee en a 


Total fiscal year contri- | | | } 
butions- ‘i 11,713,000 | 9,303,000 | 8, 969, 512 














Cumulative total, fiscal 
year contributions _ - 1, 713,000 | 11,016, 000 


| 


19, 985, 512 | 27,662,996 | 32,262,996 | 38, 888, 340 


1 Not provided from mutual-security appropriations; consists of a cash contribution of $1,713,000 from 
“Contingencies, OSD, 1951." 
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United States share of contributions to estimated SHAPE, SACLANT and 
subordinate commands budgets 


[By calendar year] 





Estimated 
Command headquarters : oe : = “ 
 naliiats yout “ | Calendar | Calendar | Calendar | Calendar 
year 1953 | year 1954 | year 1955 | year 1956 
SHAPE and subordinate com- | | 
mands | | 
SHAPE (including NATO | | | 
College) $2, 289, 539 | $4, 042, 416 $845,048 | $872,429 | $877,500 | $877, 500 
Allied Forces, Northern Europe 100, 636 786, 742 602, 456 299,145 | 202,500 202, 500 
Allied Land Forces, Central | 
Europe. _. 446, 051 1, 073, 672 | 500, 956 | 500, 479 | 563, 750 563, 750 
Allied Air Forces, Central | } | 
Europe | 4,078,385 | 4,518,412 | 1,044,000 | 1, 296, 211 | 250 
Allied Forces, Southern Europe 100, 096 | 805, 131 1 734, 000 1 400, 958 , 500 
Allied Land Forces, Southern | } 


8 


U 


| 
| 343 
3s 
| 





Europe. _. | 80, 500 315, 364 | 205, 930 120, 022 123, 750 123, 750 
Allied Air Forces, Southern | | 
Europe __. | 101,793 740,655 | 500, 428 000 | 250,000} 250,000 
Allied Forces, Southeastern | | 
Europe. .... ; 2 81, 608 502, 500 597,375 | 292,500 | 292, 500 
Allied Forces, Mediterranean -_ __| 96, 619 68, 355 | 135, 000 | 135, 000 
EMCCC, ELLA, ACCA, | | | | 
ERFA . | ; | 44, 138 32, 597 | 36, 375 | 36, 375 
Air Training Advisory Group. } | 40, 925 | 24, 429 34, 875 | 34, 875 
Total, SHAPE and subordi- | | 
nate commands.__.._.. | 7,197,000 | 12,364,000 | 5,117,000 | 4,555,000 | 4,119,000 | 4,119,000 
AOLANT and subordinate com- | | | 
mands: | | | | 
SACLANT es w-------| 2(137, 023) 326, 844 | 91,682 | 100,836 117,000) 117, 000 
CINCAIREASTLANT and | | | 
CINCEASTLAND Scat sai 14, 000 25, 852 | 32, 626 38, 250 


38, 250 


Total, SACLANT and sub- | 











ordinate commands 2(137, 023) 340, 844 117, 534 | 133, 462 | 155, 250 155, 250 
nited States salaries sete ittaieitiall <Giie 103, 000 103, 000 
Grand total........... d 7, 197, 000 4, 377 4, 377, 250 





1 Includes COMSTRIKFORSOUTH budget. 
* Budgeted in calendar year 1952. 
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Nonregional program—Contributions to NATO civilian headquarters 
(comparative summary by activity) 


Program 
Activity > » 
Fiscal year | Fiscal year es 
1953 1954 1985 
NATO ordinary budget (in dollar equivalent) 
Operating costs - $3, 646, 609 | $3, 918, 5 $3, 950, 000 
Capital costs___. 540, o71 47, O00 50, 000 


Total, NATO ordinary budget ‘ 4, 186, 680° 3, 965, 560 4, 000, 000 


j 
| 
————_—_— —— SEE 





United States assessment 


Operating expenses (22.5 percent) ; ; — 820, 487 881, 663 888, 750 
Capital costs (45 percent) | 243, 032 21,177 22, 500 
Total, United States assessment _ ; el 1% 063, 519 902, 840 911, 250 
Credit for United States nationals loaned to NATO.___. ‘ .--| —151,660 164, $40 — 196, 250 
Net United States payments to NATO ordinary budgets---| 911, 859 _ 738, 000, 715, 000 


United States contribution to special budget for construction of a 








NATO civilian headquarters building Bit cpactcitbhoenen 2, 000, 000 
Direct cost to United States of United States nationals loaned to 
NATO: | 
Salaries. F enieeseiedlibdtamhabieaiediol 207, 000 280, 000 312, 000 
Allowances ____. ‘ 72, 000 96, 000 112, 000 
Other expenses . ‘ ; 55, 000 55, 000 | 61, 000 
Total, direct cost... .. Stared 334, 000 431, 000 | | 485, 000 
Total United States payments to NATO and United States r 
RR EES BR So SE de 1, 245,859 | 1, 169, 000 3, 200, 000 
Less local currency available without purchase from appropriated 
eee ais Lee lte dheinis Maa id aia emiineetnakintceil —978, 859 AUG le 
Net United States dollar costs___- : comin 267, 000 | 1, 169, 000 | im 200, 000 








NONREGIONAL PRoGRAM—CONTRIBUTIONS TO NATO CIVILIAN HEADQUARTERS 
GENERAL NARRATIVE STATEMENT 


Organization of NATO 


The principal element of the North Atlantic Treaty Organization is the 
North Atlantic Council on which each member government is represented by 
its Ministers of Foreign Affairs, Defense, and Finance and by its permanent 
representatives in Paris. This body is charged with considering all matters 
concerning the implementation of the treaty. The Council is served by an 
International Staff which comprises the Civilian Headquarters of the Organi- 
zation. The International Staff is directed by a Secretary General who is 
also permanent Vice Chairman of the North Atlantic Council. Committees and 
other subordinate bodies of the North Atlantic Council are also served by the 
NATO International Staff in Paris. The principal committees and working 
groups of the Council deal with such problems as the annual review of mili- 
tary requirements and economic capabilities, cost sharing for the provision of 
infrastructure, information policy, labor mobility, social and cultural coopera- 
tion, ocean shipping, inland surface transport, petroleum planning, coal and 
steel planning, raw materials planning, and civil defense. 

The International Staff is organized into three principal operating units, 
together with the usual administrative and staff sections. The units are: The 
Division of Political Affairs; the Division of Economics and Finance; and the 
Division of Production and Logistics. The Secretary General and his immediate 
staff direct and coordinate the work of the International Staff; facilitate the 
programing of the work of the Council and initiate action to carry out Council 
decisions; maintain liaison with national delegations to NATO; control all 
expenditures of the Organization; and collect, tabulate, analyze, illustrate, and 
publish NATO statistical reports. The Division of Political Affairs provides 
analysis of an intelligence nature affecting NATO, including that relating to 
Soviet aims and propaganda; and assists the work of Council committees in 
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the field of civil cooperation, The Division of Economics and Finance heads 
up the important work of economic and financial analysis in connection with 
the annual review of military requirements of the NATO common defense and 
of the economic capabilities of the NATO nations to meet those requirements, 
developing recommendations as to the sharing of the common defense burden. 
This Division also screens and costs defense programs and assists the several 
committees on emergency planning in commodity and transport fields. The Divi- 
sion of Production and Logistics makes surveys of defense production facilities, 
analyzes deficiencies, and presents recommendations for coordinated production 
programs in Europe; reviews and inspects the progress of infrastructure proj- 
ects; and assists a number of technical expert working groups in the examina- 
tion of specific production problems. 
Development of NATO budget and scale of contribution 

The NATO budget is prepared each fall by the Secretary General and is based 
on his estimate of the workload which will be placed on his staff by the North 
Atlantic Council during the succeeding calendar year. The budget is reviewed 
by the Budget Committee, on which all 14 member nations are represented. After 
approval of the annual budget by the North Atlantic Council, each member nation 
is assessed according to a scale of contributions agreed upon in the Council 
The seale of contributions is the result of negotiation. The three principal 
nations in the North Atlantic Community, the United States, the United Kingdom, 
and France, pay equal shares for the regular operating costs of the International 
Staff but the support of capital expenditures is determined with greater recog- 
nition of capacity to pay. At present the United States pays 22.5 percent of 
operating costs and 45 percent of capital expenditures. 


Loan of United States Nationals 

The Treaty on Status of the Civilian Headquarters of NATO provides thet 
any member government may enter into an arrangement with the Secretary Gen- 
eral so that its nationals who serve on the International Staff may be paid 
directly by their governments. This arrangement was dictated by the fact that 
salaries for the NATO Civilian Headquarters had to be set in the light of pre- 
vailing scales and practices in Europe and, accordingly, would not attract 
nationals of the two member governments of North America—the United States 
and Canada. In each case where the Secretary General desires the services 
of a United States citizen, he must request the United States Government to 
make the necessary arrangements for the employment of such personnel. The 
United States receives consequent credit on its contribution equivalent to the 
total of the salaries and allowances which would have been paid such person 
had he been hired directly by NATO within its European salary scheme. The 
total of such credits is agreed at the end of each calendar year and appears as 
an offset against the United States contribution for the succeeding calendar year. 
Proposed United States contribution for fiscal year 1955 

The NATO budget year corresponds with the calendar year. In the past, 
fiscal-vear estimates have included requests for funds to cover portions of the 
United States assessments against two successive NATO budgets. The amount 
available in fiscal year 1954 is expected to be sufficient to cover the entire United 
States assessment against the NATO 1954 budget. Hence, to simplify the 
budget presentation, the 1955 request covers funds to meet the entire United 
States assessment against the estimated NATO 1955 budget. The reason for 
the increase in 1955 is that funds are included to meet the United States share 
of the cost of construction of a proposed permanent headquarters building for 
the NATO civilian organization in the Paris area. It is estimated that the total 
cost of such a building will be about $5,000,000. The United States share would 
be computed at 45 percent or about $2,250,000. However, since construction 
will require more than 12 months, it is not expected that the United States will 
be called upon to pay more than $2,000,000 during United States fiiscal year 
1955. That amount is included in the requested appropriation. 


THE AMERICAN PARENTS COMMITTEE, INC., 
Washington, D. C., May 19, 1954. 
Hon. Rosnert B. CHIPERFIELD, 
Committee on Foreign Affairs, 
The Capitol, Washington, D. C. 

Dear Str: Your letter to Mr. George Hecht has come to me and inasmuch as 
he is in New York I communicated its contents to him over the telephone. He 
has asked me to tell you that due to the pressure your committee is under to 
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complete its hearings, he will be glad to withdraw his request to appear in 
person to support the United Nations Children’s Fund. Instead of personal 
testimony, the American Parents Committee will join as one of the organizations 
who are asking to present a joint statement to the committee through the Cit- 
izen’s Committee for UNICEF. 

Mr. Hecht wishes me to thank you for your courtesy. I am enclosing a copy 
of an article by Mr. Hecht which appeared in the Parents’ Magazine. He would 
be glad to have it presented to the committee as a summary of his views, and 
if the committee cares to do so, have it inserted in the record of the hearings. 

Sincerely, 
ApA BarNetr StTouGH. 


[Reprinted from Parent’s Magazine by American Association for the United Nations, Inc.] 


Tue GREATEST CHILD WELFARE Errort oF ALL TIME 


Here is the eyewitness story of what UNICEF is doing in 
southeast Asia to save the lives of millions of children. You 
will read it with a deep sense of pride in America’s share of this 
United Nations effort to help others less fortunate than our- 
selves 


(By George J. Hecht, publisher of Parents’ Magazine) 


I am recently back from a plane trip around the world. I did not go for 
business or on behalf of any organization. I went to see the great sights of 
the world and the conditions under which people live, particularly the children, 
I found the famous pyramids near Cairo, the Taj Mahal in India, the Shwedagon 
Pagoda in Rangoon, the unbelievable temple of the Emerald Buddha in Bangkok, 
and Ankgor Vat, the city buried for a thousand years in Indochina, more fasci- 
nating than I ever dreamed. But the conditions of the children in southeast 
Asia were beyond my worst imagining. 

The suffering of children in the underdeveloped countries of the world is a 
horror to see—the hunger, disease, and negiect in which they seem doomed to 
live are unbelievable. But there is new hope for them now in the great efforts 
that are being made to raise standards of health and welfare in defiance of 
seemingly insurmountable age-old obstacles. Thousands of local people and a 
few internationals are in the vanguard—men and women who have the kind of 
courage it takes to plan and push ahead vast health campaigns to change the 
lives of hundreds of millions of people. 

Here in the United States we tend to think of the United Nations as a 
congregation of politicians and diplomats who do nothing but talk. But in 
India, Burma, Thailand, Indochina, and Hong Kong I saw the U. N. agencies in 
action. I saw the United Nations International Children’s Fund—UNICEF— 
sending supplies and equipment that make local child-care programs come to re- 
ality. Isaw the Food and Agrictulture Organizations—F AO—helping to get more 
and better rice grown in the paddies, more fish out of the waters, more wheat from 
the fields of these desperately underdeveloped, hungry lands. I saw the World 
Health Organization—WHO—helping to train great numbers of new health 
workers, suggesting new attacks on ancient ills. 

“If you have any doubts about the vitality of the U. N.” an American told me 
in Bangkok, “go to the jungles and villages of Southeast Asia. That’s where 
you find the U. N. very much alive and very much appreciated. It’s there, and 
not in New York, that you see the dramatic possibilities of international coopera- 
tion for human betterment.” 

Because we are among the best-clothed, best-housed and best-fed people in 
the world, we are just barely aware of these most universally acclaimed of all 
U. N. activities. Our apparent indifference to the need and value of these U. N. 
activities is pointed up by Congress’s hesitation last winter to vote a United 
States contribution for the support of UNICEF's 1953 activities. Fortunately at 
the last moment $9,800,000 was voted. For 1954 a $9 million contribution for 
UNICEF has been authorized, but Congress has not yet appropriated the money. 
This is likely to come up for a vote soon. 

Yet UNICEF today is the greatest child-welfare effort of all time. Certainly 
it is the least costly, for thousands of children are being saved every day from 
living permanently crippled, unproductive, burdensome lives for as little as 15 
cents’ worth of drugs for each child. I have seen this with my own eyes. It is 
happening. 
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Failure of the United States to participate along with 48 other countries in 
this greatest of all humanitarian efforts would be intolerable social anarchy. If 
we expect to hold our position of leadership in the world, we must support the 
cooperative efforts that most clearly show our good intentions. 

Few people realize UNICEF's position as the organization, that specializes 
not merely in advice, but in putting up the equipment, the medicines, and often 
the technical skills that make the advice practical. There is no use explaining 
about miracle drugs to a Burmese doctor or telling about the magic of X-ray 
to a Thai physician. But give him the drugs and the equipment; show him 
how to use them and he will do the job. This is UNICEF’s work all over the 
world. 

When I was in India, formerly United States Ambassador Chester Bowles 
told me that half the children die before they reach their tenth year. I hardly 
see how that many survive. 

From the day they are conceived most of these children are doomed. Their 
mothers often haven’t enough to eat. The babies are born—almost all of them— 
under the most primitive conditions. An ignorant midwife officiates with the 
time-honored, deadly methods of her trade. She may cut the baby’s cord with a 
dirty bamboo knife, cover his navel with a poultice of dung, wash him in a 
broth of onion rings. His mother will not have enough milk for the baby. 

This baby has but a slim chance of seeing a trained doctor if he lives in a 
rural village, like 85 percent of his Indian brothers. There are about 48,000 
doctors in India for a population of 360 mililon. But of these, only some 13,000 
are on the staff of medical institutions maintained by the Government or other 
public health agencies, The rest are in private practice in the cities. 

His chance of seeing a public-health nurse is even slimmer. Available vital 
statistics on India don’t tell all the truth, for records are kept only in the more 
advanced villages. Sut the figures are shocking enough to convey at least some 
idea of how hard it is for a child to stay alive. 

At birth an Indian baby has an average of 25 years of life to look forward to, 
an American child has 66. In their first year, some 150 out of every 1,000 In- 
dian babies die. Twenty-three times as many mothers die in childbirth as in the 
United States. If a child survives the first year without succumbing to the host 
of intestinal ills that prevail, there are still tuberculosis, malaria, yaws, leprosy, 
and always, starvation. Rarely will the Indian child get enough to eat. Almost 
never will he get the right food. Nutritional deficiencies will threaten him with 
everything from pellagra to blindness and they will lower his resistance to the 
diseases that surround him. 

Malaria, of course, is the country’s No. 1 health problem, It lays low 100 mil- 
lion people a year. At least 1 million die. Every year tuberculosis kills about 
half a million Indians—most of them young. Another 2,500,000 have open, in- 
fectious cases. 

The catalog of India’s ills is long, but no longer than that of her neighbors. 
Actually, the mortality and sickness rates are not too different from those in 
the United States at the turn of the century. The compounding difficulties are 
the great numbers of people involved and their terrible poverty and illiteracy. 

But what is being done about all this? The countries themselves know they 
can no longer afford the human and economic waste of generations of sickness. 
They are making in many cases incredibly large investments in the future, in- 
vesting money in child-care programs, maternal welfare, mass health projects. 

Backing them up are UNICEF, WHO, FAO—as well as our bilateral aid. None 
of these is a give-away program. UNICEF, for example, requires that coun- 
tries match the value of aid with local goods and services. But I was interested 
to learn how many countries are overmatching. A UNICEF allocation of 
$40,000 in equipment and supplies for the first children’s hospital in Vietnam, 
for example, is pushing through local expenditures of $850,000 in construction 
and a year’s operating expenses, 

I flew on the same plane from Bombay to New Delhi with Rajkumari Amrit 
Kaur, India’s Union Health Minister. From the air she pointed to the factory 
being built on the outskirts of Bombay. A DDT plant—India’s first, she told 
me. This plant will operate with technical equipment provided by UNICEF and 
with the planning guidance of WHO. The equipment is costing UNICEF $250,- 
000. India’s investment will be $600,000 in land, labor, and buildings. But the 
700 tons of DDT it will produce annually will protect 7 million every year from 
malaria. 

Ninety miles outside of Bombay at the village of Pimpri, another factory is 
rising. Here, again with UNICEF and WHO help, India will have her first 
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penicillin-production plant. Indians are now in Belguim studying techniques 
at a penicillin factory under WHO grants. Homes for 250 workers are being 
built on the site. The penicillin produced here will be used to treat children 
and mothers in government health services free. 

“These are the fundamental projects the U. N. is helping India with that will 
really make the difference in the long run.” Rajkumari Amrit Kour told me. 

Probably the most appealing of UNICEF’s operations is the distribution of milk 
to children. I agree with the health minister, however, that from a long-range 
point of view it is basic aid—helping others set up their own sources of vaccine, 
DDT, penicillin; helping them train more auxiliary child-care personnel, expand 
their network of rural maternal and child-welfare centers and extend basic 
disease protection—that will make the permanent improvement in conditions of 
child life. 

In the field of food, of course, much can and is being done. But no one 
seriously considers the continuous import of large quantities of food as a long 
range solution to the problem of child feeding. The point of U. N. aid to 
underdeveloped countries is to help them set up food-production programs that 
are within their capacity to carry on alone. 

Malaria control, however, has a very direct bearing on food production. In 
northern India, UNICEF-WHO-aided DDT-spraying project not only wiped 
out malaria among children, but brought 30,000 acres which had been ridden 
with disease-carrying mosquitoes under cultivation. Land values doubled and 
the area is now producing 75,500 tons of food a year. 

Yn other instances, attempts are made to find new sources of proteins and other 
essential foodstuffs. A UNICEF-FAO team is now in Indonesia studying the 
possibilities of helping the country produce soybean meal for child feeding. 
Since the islands can produce almost no milk, it is hoped that the low-cost, high- 
protein soybean may hold the answer to the chronic hunger that weakens 
the country’s children. 

Arriving in New Delhi from Bombay, T landed in the midst of the state's all- 
out BCG antituberculosis vaccination drive. Every drummer and band in town 
was out, calling the people to the vaccination posts. Children followed the 
drummers as they did the Pied Piper. Testing and vaccination were given at 
improvised clinics on street corners, market places, in shops. 

Before this 1-month offensive, Delhi’s BCG teams had barely begun to cover 
the state’s 1,700,000 population. But by month's end, 750,000 had been tested ; 
170,000 vaccinated. Teams were on loan from East Punjab and Uttar Pradesh. 
The campaign had the all-ont support of top government officials, who believe 
this is the way to curb tuberculosis. 

Of the many BCG campaigns by UNICEF and WHO, India’s is by far the 
largest. It is planned to cover 170 million young people within a decade and 
competition among the states for top score in vaccination is keen. “We're 
watching BCG camnaigns as closely as end of play cricket scores,” UNICEF's 
Mission Chief in India, Glan T. Davies, told me. 

This energetic effort to make progress I saw all over Southeast Asia. 

I saw it in an efficient, clean, and wonderfully active maternal and child- 
health clinic in Rangoon. Burmese and international personnel were working 
together in complete harmony: hundreds of mothers and children were getting 
their first introduction to modern child care. 

If malaria can be wiped out—as is now possible, given sufficient supplies 
of DDT—nillions of acres will be brought into food production. If people can 
be cured of Yaws, protected against tuberculosis and other ills, they will be fit 
to take an active, productive part in their countries’ economy and to work for a 
better future for Southeast Asia. To help them get on their feet is the aim of 
U.N. aid. It must be strongly backed by the United States in the struggle for 
world peace and prosperity. 

In the 7 years of its existence UNICEF has helped more than 60 million 
children in 72 different countries. During the coming year it expects to aid 
more than 25 million mothers and children. UNICEF has received financial 
support from 68 different countries, many of them giving year after year. Never 
in history has there been such a worldwide activity on behalf of children. Un- 
questionably it is the greatest child-welfare effort of all time. 
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STATEMENT BY WYNN C. Farerrietp, HONORARY CHAIRMAN, AMERICAN COUNCIL OF 
VOLUNTARY AGENCIES FOR FOREIGN Servick, INc., NEw York, N. Y., May 24, 
1954 


Mr. Chairman and gentlemen of the committee, my name is Wynn C. Fair 
field of New York City. 

I am honorary chairman of the American Council of Voluntary Agencies for 
Foreign Service, Inc. I also happen to be executive director of the department 
of church world service of the National Council of Churches of Christ in the 
United States of America, a member agency of the American Council. Other of 
our 46 member agencies include: War relief services of the National Catholic Wel 
fare Conference, the American Jewish Joint Distribution Committee, Lutheran 
World Relief, the American Friends Service Committee, CARE, and many others 
It is my privilege to present this statement on behalf of the member agencies of 
the American Council, which during the postwar years have been shipping mate 
rial relief supplies to people in need in devastated areas all over the world. A de 
tailed description of the work of the agencies, giving typical examples of some 
of their programs, Was incorporated in testimony which I gave on behalf of the 
American Council before the House and Senate Agriculture Committees last 
month in hearings on surplus commodities disposal. A copy of our testimony to 
the House Agriculture Committee, April 30, including the American Council posi 
tion paper, is attached hereto as part of this statement. 

Since the end of World War Il these agencies have shipped many millions 
of pounds of clothing, bedding, medicines, food, and equipment contributed by 
the American people in every State of the Union, and surplus commodities, gen 
erously given by our Government, to desperately needy people of Europe, the 
Middle East, Asia, and other areas. The agencies represent tens of millions of 
United States citizens who year after year have contributed, even to the point 
of sacrifice, generous supplies of material aid and money as tangible evidence 
of their deeply felt concern for fellow human beings in need. Motivated by 
humanitarian and religious principles, these Americans, through their agencies, 
have brought life and renewed hope to the dispossessed and the uprooted and have 
carried seeds of peace into the most troubled and necessitous areas of the free 
world. Distribution of material relief has been made on the basis of need alone, 
without reference to creed or other factors. 

The voluntary agencies wish to take this opportunity, as they have had the 
privilege to do before, to express to the Congress as well as to the executive 
branch of their Government their deep appreciation for the large quantities of 
surplus commodities which have been placed at their disposal for appropriate 
distribution abroad. They also express their appreciation for the reimburse- 
ment by the Government of ocean-freight charges incurred in transportation of 
material relief goods. Assistance of the Government has been of tremendous 
value in this area of their work; and without this assistance the amount of re 
lief materials which the agencies could have sent would have been cut by many 
millions of pounds. 

The voluntary agencies strongly endorse the provisions of section 705 of the 
proposed working draft of the mutual security program legislation, 1955. These 
provisions include (@) appropriation of not to exceed $4,400,000 to pay ocean- 
freight charges on relief shipments by American voluntary agencies in fiscal year 
1955, (b) use of additional funds made available under the act, in amounts to 
be determined by the President, to pay ocean-freight charges on shipments of 
surplus agricultural commodities, and (¢c) making arrangements with receiving 
countries for duty free entry and payment of inland freight by those countries. 

In support of our endorsement of these provisions, we submit the following 
considerations : 

1. The voluntary agencies have year-round programs for the collection of 
clothing, food, and medical supplies for overseas relief, in addition to the sur- 
plus commodities currently being made available for supplemental distribution 
overseas. The agencies must finance these programs themselves, paying inland 
freight costs in the United States, insurance and processing costs. Funds for 
these costs, Which annually run into million of dollars, must be obtained from 
private citizens. The securing of such funds is increasingly difficult at the same 
time that the need for such material aid overseas is still of critical importance 
in many areas. The provision of ocean transportation supplied by Govern 
ment, therefore, actually multiplies the amount of such food and clothing which 
can be accepted for shipment. 
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2. For the calendar year 1953, the voluntary agencies shipped food, clothing, 
medicines, and hospital equipment having a total dollar value of $82,196,984 to 
over 50 countries of the world. Included in this were shipments of surplus 
commodities donated to the voluntary agencies by the United States Govern- 
ment, having a dollar value of $31,363,208. In addition to this the voluntary 
agencies remitted sums of money in support of their overseas programs totaling 
nearly 28 and a half million dollars. This multi-million-dollar investment in 
the welfare of people around the world and in the promotion of peace and good 
will, woud have been very much less, as I stated earlier, if the comparatively 
small investment of the United States Government in payment of ocean-freight 
costs on a major part of these supplies had not been made available. 

3. The estimated weight of relief supplies which the agencies will have shipped 
to ocean freight reimbursable countries by the close of fiscal year 1954 is in 
excess of 200 million pounds, shipped at a cost of over $4 million in ocean freight. 
These countries include Austria, France, Germany, Greece, Iran, Italy, Lebanon, 
Trieste, Yugoslavia, Formosa, India, and Pakistan. The agencies ship smaller 
amounts of supplies, paying the ocean-freight costs themselves, to many other 
areas of the world where the need is great. Appeals for shipments of food and 
clothing are coming increasingly to the voluntary agencies from Korea,’ Jordan, 
Hong Kong, Indochina, Japan, and many other areas in Africa, Latin America, 
ete. These appeals make insistent demands upon the budgets of the agencies. 
It is reasonable to expect that, without allowing for a possible expanded surplus 
commodities-disposal program, the normal volume of voluntary agency shipments 
in fiscal year 1955 will be at least as large as for fiscal year 1954. 

The voluntary agencies, and their constituencies, firmly believe that enact- 
ment of the provisions of section 705 of the working draft of the mutual-secu- 
rity program legislation 1955 will significantly enhance the great humanitarian 
effort of the American people through their voluntary agencies. That this effort 
has real importance in gaining good will and friendship for America through- 
out the world is attested to by the countless evidences of gratitude received 
through our overseas workers from recipient individuals and institutions to 
whom the American origin of the goods is well known. 





TESTIMONY BY WyNN C. FAIRFIELD, HonoRARY CHAIRMAN, AMERICAN COUNCIL 
or VOLUNTARY AGENCIES FOR FOREIGN SERVICE, INC., New York, N, Y., Aprix 30, 
1954 


Mr. Chairman and gentlemen of the committee, my name is Wynn C. Fairfield, 
of New York City. 

I am appearing here as honorary chairman of the American Council of Volun- 
tary Agencies for Foreign Service, and representing that organization. I hap- 
pen to be also executive director of the department of church world service of 
the National Council of the Churches of Christ in the United States of America. 
I am accompanied by Mr. A. W. Patterson of the American Friends Service Com- 
mittee, who serves as chairman of the committee on shipping and purchasing 
of the American council; and in the audience by Miss Hileen Egan of war relief 
services, National Catholic Welfare Conference, and Miss Charlotte E. Owen, 
executive director of the American council, who are present as resource 
personnel. 

You might be interested to know something more of my personal background. 
From 1910 to 1929, I served as a pastoral and educational missionary in the 
province of Shansi, China, under the American Board of Commissioners for 
Foreign Missions, the last 10 years as the vice principal of the Oberlin Shansi 
Memorial Schools. During the years 1920-24, I was cotreasurer of the Shansi 
International Famine Relief Commission, which originated during the severe 
famine of 1920-21, and in that capacity was responsible for the distribution and 
accounting for the relief funds from the American people assigned to that 
Province. From 1929 to 1945, I was secretary for the Far East of the American 
board, with headquarters in Boston. For 10 years of that time I was the chair- 
man of the rural missions cooperating committee of the Foreign Missions Con- 
ference of North America, promoting programs of village service and welfare 





1 Since October 1953, ocean-freight reimbursement has been given to the voluntary agencies 


on shipments to Korea, out of funds made currently available by the Foreign Operations 
Administration. 
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under mission auspices around the world. Since 1934 I have been a member 
of the board of directors of Agricultural Missions, Inc., and am now its chairman. 
For the year 1938-39, I was loaned by the American board to serve as the organiz- 
ing first director of the Church Committee for China Relief. 

In 1945 I became administrative secretary of the Foreign Missions Confer- 
ence and continued in that capacity until the formation of the National Council 
of Churches at the end of 1950, when I was asked to become the executive director 
of the department of church world service. For the last 44 years, therefore, I 
have been concerned with the problems of poverty and underdevelopment in the 
Far East, and have taken my share in developing programs in Protestant foreign 
missions aimed at improving the material as well as the spiritual lot of people 
in Asia by programs of technical assistance of various sorts as well as by 
emergency direct relief. 

In my present capacity I direct a program related to such operations in both 
Europe and Asia, with some contacts in Africa and Latin America. In the last 
3 years I have visited our work and related work in Germany (twice), Trieste, 
Greece, and Turkey, in addition to familiarity with the needs and programs 
in all areas through reports and correspondence. 

I have been an officer of the American Council of Voluntary Agencies for 
Foreign Service, Inc., since 1951, and in that capacity have become familiar with 
the purposes and general programs of our sister agencies of the Roman Catholic 
and Jewish faiths as well as those member agencies which are nonsectarian. 
I. Description of American Council of Voluntary Agencies for Foreign Service 

The overseas service programs of American voluntary agencies provide a link 
between the mountain of surplus foods in the United States and the masses of 
uprooted and needy peoples of the free world. 

Forty-six of these agencies, representing the major religious groupings of the 
Nation, as well as nonsectarian relief groups and associations for aid to special 
regions abroad, now form the American Council of Voluntary Agencies for 
Foreign Service (established in 1944). They are listed on the reverse of page 1 
and on the position paper attached as part of this testimony. 

Through this council the member agencies, representing tens of millions of 
constituents, coordinate their plans and activities, not only among themselves 
but with governmental and intergovernment agencies at home and abroad. 
(Substantial evidence of the concern of the American people for the welfare of 
people in other lands is the fact that betwean 1939 and 1953 approximately $3 
billion were contributed by Americans through their organized agencies to meet 
a wide variety of needs.) 

In their programs of giving aid on the basis of need without reference to creed 
or other factors, these agencies have made an immeasurable contribution to 
peace in areas of tension and unrest. 


II. The record of American voluntary agencies in utilization of surplus com- 
modities in overseas programs 

Between January 1950 and March 1954, American voluntary agencies distrib- 
uted a total of 364,226,979 pounds of powdered milk, dried eggs, butter, and 
cheese, at a total value of $118,372,400 in more than 50 countries and areas of the 
world. Breakdowns by commodity, agency, and country are attached in annexes 
I and II. These commodities were declared available to agencies for varying 
periods for a total of less than 2 years. 

On the basis of past performance, and given the opportunity for the coordin- 
ated planning over a 3-year period. which would be provided by favorable action 
on our recommendations, the member agencies of the American Council have 
estimated that they could integrate into their programs very much larger 
amounts of surplus commodities. 

The agencies stand ready to assume the considerable extra administrative 
costs and resposibilities in connection with the effective distribution of Ameri- 
can surplus commodities. 


III, Recommendations for erpanded surplus commodity disposal through Ameri- 
can voluntary agencies 
The following are our recommendations for expanded surplus commodity 
disposal through American voluntary agencies. While we feel that all proper 
channels should be used for surplus commodity disnosal, including normal com- 
mercial channels at home and abroad, domestic school lunch and welfare pro- 
grams, governmental arrangements, international agencies, and American vol- 
untary agencies for free distribution to needy people overseas, our recommends 
45700—54 73 
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tions are confined to the last-mentioned category as the only channel within our 
competence. If we dispose of surplus commodities only on the basis of spoilage 
danger or defense needs, we are not meeting the moral challenge presented by 
our abundant surpluses. 

The extent to which the voluntary agencies can participate in any such ex- 
panded program will depend on the extent to which the Congress and the ad- 
ministration find it feasible and desirable to act favorably on these recommenda- 
tions. Both legislative and administrative action will be required to carry out 
the recommendations. Following each of the four recommendations given below, 
we have added a summary of ways in which these might be implemented, from 
both the legislative and the administrative points of view. 

(Nore.—The expense to the United States Government of carrying out these 
recommendations will be offset by the saving in storage charges which currently 
amount to over $500,000 a day.) 

Recommendation 1.—That surplus commodities be made available over a 
3-year period to recognized American voluntary agencies for free distribution 
to needy people overseas, permitting the agencies (in a way that has not been 
possible under section 416 of the Agricultural Act of 1949) to develop sound long- 
range disposal programs supervised by American personnel, that may pave the 
way for, or complement, self-help programs administered by the indigenous volun- 
tary agencies of the recipient countries. 

This may be accomplished 

(a) By the President’s making maximum use of the voluntary agencies in 
the transfer for disaster and other foreign relief purposes of a portion of 
the commodity set-aside as provided for by title I, section 108 (a) (1) of 
the committee print which embodies the recommendations of the Secretary 
of Agriculture and which is now being considered by the House Committee on 
Agriculture. 

(b) By having the administrator of any Government overseas surplus 
disposal program make maximum use of voluntary agencies for free dis- 
tribution and work out appropriate arrangements with the agencies whereby 
the latter can know the amounts of specific commodities they can reasonably 
count on receiving over a 3-year period, as well as sizes and types of pack. 

Recommendation 2.—That the list of commodities available to the agencies, 
now consisting of dried milk, butter and cheese, available under section 416 of 
the Agricultural Act of 1949, be broadened to include— 

(a) A commodity such as processed cottonseed oil that might be made 
available under section 416. 

(b) Commodities such as wheat, corn, cotton, and peanuts not considered 
eligible under section 416 (which is limited to items in danger of spoilage 
or deterioration), but which could be made available through appropriate 
legislative action, and 

(c) Commodities such as wool, dried beans, or other commodities now in- 
cluded in the Government holdings in relatively limited amounts, in the 
event that excess supplies should later be accumulated. 

This may be accomplished— 

(a) By further amending section 416 of the Agricultural Act of 1949 to 
give the Secretary of Agriculture authority at his discretion to declare avail- 
able any commodities held by the Commodity Credit Corporation whether or 
not they are considered to be in danger of deterioration or spoilage. 

(b) By having the administrator of any Government overseas surplus 
disposal program make available to voluntary agencies each and any of 
the commodities available to him for foreign disposal, provided the agencies 
can give satisfactory assurance that free distribution of these commodities 
through them will not interfere with normal commercial channels. 

Recommendation 3.—That whereas commodities are now available to agencies 
only in bulk, a portion of certain commodities be made available also in smaller 
packaged units. 

This can be done: 

(a) By legislation authorizing payment of processing and packaging costs 
by the United States Government, as provided by title II, section 204 (a) 
of the committee print, amending section 416 of the Agricultural Act of 
1949, and by bills Nos. H. R. 8117, introduced in the House March 1, 1954, by 
Mr. H. Carl Andersen, and H. R. 8178 introduced March 2, 1954, by Mr. 
Heselton. 

(b) By having the Administrator of any United States Government pro- 
gram for increased commodity disposal overseas make a portion of the 
commodities available to the agencies in smaller, packaged units. 
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Recommendation 4—That the United States Government pay the cost of 
moving the commodities from inland storage points to foreign ports of entry in 
areas where the agencies have programs and where it is deemed to be in the 
interest of the American people to do so. This cost would include any necessary 
processing and packaging, as well as inland and ocean transport (including 
marking, strapping, bracing, dunnage, freight, and general average marine 
insurance. ) 

This can be accomplished : 

(a) By legislation authorizing delivery of commodities free of cost to 
agencies at foreign ports of entry, 

(b) Or in the event that new legislation provides only for free delivery 
of commodities at shipside in the United States: 

(1) By legislation authorizing delivery of commodities free of cost 
to agencies at shipside in the United States, as provided by the proposed 
amendments to section 416 of the Agricultural Act of 1949 contained in 
title II, section 204 (a) of the committee print and by bills Nos. H. R 
8117 and 8178 referred to above. 

(2) By taking the following administrative steps: 

(A) Extend to those areas where the agencies have programs 
and where it is deemed to be in the interest of the American people, 
the ocean freight reimbursement facilities now available to the 
agencies on relief shipments to certain countries under section 535 
of the Mutual Security Act of 1951 (under which the United States 
Government reimburses ocean freight charges and the foreign gov- 
ernment waives import duty and pays inland freight charges). 
These facilities are not today available for many important areas, 
including parts of Africa, certain countries in the Middle Bast, the 
Philippines, Japan, Hongkong, Vietnam, and Latin American 
countries. 

(B) Have the administrator of any government overseas surplus 
disposal program make appropriate provision for payment of ocean 
freight and general average marine insurance costs to these areas. 


IV. Justification for channeling additional surplus commodities through over 
seas programs of American voluntary agencies 

Just as there is no “surplus person” in the world, so there is really no “sur 
plus food” in the world in relation to the needs of people. Just as a great war 
displayed to an amazed world the military and economic power of the United 
States, a peace troubled by want and mass uprootings is giving this country 
many opportunities to show its moral power. The challenge presented by the 
mountains of surplus is a moral one which, if met dynamically, can help im 
measurably to capture the sympathy and imagination of the world. 

At this moment the voluntary agencies are working in the interest of those 
people whose needs and insecurity present the greatest threat to the stability 
of the free world. While they are in the present position of asking for increased 
facilities to move increased amounts of surplus commodities, the agencies are in 
the continuous position, with or without surplus, of making real contributions 
in troubled, necessitous, and refugee-packed areas. 

The people now being aided include the inhabitants of areas beset by famines 
and by endemic diseases that result in the lowering of production and those 
whose emergency needs have arisen from the wars and upheavals of our time. 
In the latter group are: the uprooted expellees of Western Europe; the hun- 
dreds of thousands of destitute people who have crossed the Iron Curtain into 
the West since the end of the war; the massed refugees in cities as Berlin and 
Trieste; the still unresettled Arab refugees; the refugees displaced at the time 
of the drawing of borders between India and Pakistan; the million-and-a-half 
refugees from Communist China who crowd the port of Hongkong; the dis- 
placed millions in Korea (1 million of them unable to return to their homes in 
North Korea), who are trying to make a new life in a land gutted by war; the 
millions of civilian sufferers in the war action in Indochina. 

American voluntary agencies have valid distribution channels for surplus 
commodities.—Programs of day-to-day help, rehabilitation and resettlement, are 
being carried on in these and other areas under the direction of American per- 
sonnel and with the aid of thousands of volunteers, both American and indig 
enous. The real test of whether voluntary agencies can handle large amounts 
of surplus commodities is whether they have channels of distribution in the 
areas of tension and need. Our agencies are particularly strong in having de- 
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veloped cooperative working relationships with networks of private agency wel- 
fare centers around the globe. No outlay by government could duplicate such 
systems of aid and service. Trained American representatives supervise, 
through local personnel, the use of American contributed supplies, including sur- 
plus commodities, in projects in which need is the sole criterion, and a well- 
rounded program of rehabilitation and self-help, the goal. Voluntary agencies 
vouch for the fact that the needy groups served by them lack purchasing power, 
and, therefore, any aid channeled to them would not interfere with national or 
international economies. 

Surplus commodities distribution supplements long-range programs.—In many 
areas of the world, long-term development plans, initiated with American aid, 
are now in full swing. A case in point is the depressed south of Italy, where land 
reform is accompanied by long-term road, power, and water developments. 
Meantime, the day-to-day needs of the people cannot be met, even with aid from 
the outside, and the one word that rings like a bell throughout the depressed 
areas is “fame”—hunger. The use, through voluntary agencies, of surplus prod- 
ucts has already played a real role in this crisis area of Western Europe. A 
stepped-up program of distribution of surplus foods in south Italy, through 
the voluntary agencies, could have an important effect on this area in the next 
3 years. Voluntary agencies can present the people-to-people aspect of these 
food gifts in a far more effective way than can government-to-government aid. 

Another example of the effectiveness of voluntary agency utilization of surplus 
products is a school feeding program in North Africa where one complete meal 
is supplied daily. The program is part of a larger voluntary effort to raise health 
levels in the area by the establishment of baby clinics and antitrachoma drives. 

A third example is the contribution of the voluntary agencies to the integration 
of refugee programs in long-range reconstruction and development plans in such 
areas as Germany, India, and Pakistan. 

Such aid programs can serve as pilot projects to governmental and intergov- 
ernmental groups in the areas served. 

The people-to-people aspect of surplus commodities distribution is vitally 
important.—The present leadership of our Nation, recognizing that the wealth of 
surplus represents the wealth and productive capacity of all the people of the 
United States, has shown its interest in preserving the people-to-people aspect 
of American gifts. No better way can be found than to use the already existing 
channels of American voluntary agencies now working abroad. In the strength- 
ening of voluntaryism, there is a concomitant strengthening of true democracy. 

At a time when free associations of citizens are being destroyed over so great 
an area of the world, it would be of paramount significance for the United States 
to provide for the world at large a living illustration of its confidence in the 
voluntary associations of its citizens. 

The countless letters of thanks from private agencies and individuals in various 
areas of the free world to American voluntary agencies attest to the effect of 
voluntary aid programs, and especially to the importance of surplus commodities, 
not only in saving lives, but in giving renewed hope to the dispossessed and the 
uprooted. They also attest to the fact that the American origin of the goods is 
wi lely known to the recipient organizations and individuals overseas. 


CONCLUSION 


American voluntary agencies through their ongoing programs are already 
carrying seeds of peace into more than 50* of the most troubled and necessitous 
areas of the free world. The problems of these areas, though in many cases mov- 
inz toward solutions, are not by any means solved and greatly expanded aid 
through voluntary agencies could not interfere with normal trade channels 
since the people served by the agencies are precisely those who lack access to 
goods available through normal trade. We recommend that the agencies’ con- 
tinuine contribution to the peace through the rehabilitation of needy and dis- 
possessed people be strengthened by the allocation of an expanded list of surplus 
commodities for use in areas now being aided, and for use in areas where effec- 
tive aid programs could be undertaken. 





1 See annex II. 
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1153 


ANNEx I 


Total pounds of surplus commodities shipped by all voluntary agencies for 
periods of approximately 12 months 1950, 8 months 1952, and 9 months 1953 
to Mar. 5, 1954 

[Figures supplied by U. 8. Department of Agriculture] 





| Milk Eggs | Cheese | Butter | Total 
| 
— a - - | . 
1060 and 1952. ............ a e 125, 924, 775 33, 945,309 | 8, 459, 930 37, 743, 775 206, 073, 789 
EERE i ee eee — 90, 452, 880 (? 22, 012, 750 45, 687, 560 158, 153, 190 
UI 0A ailihisgnivméahatinbene@imentaiataen 216, 377, 655 | 33, 945,309 | 30,472,680 | 83,431,335 | 364, 226, 979 








DISTRIBUTION BY AGENCIES 
AGENCY 
American Friends of Austrian Children. | 160, 000 60, 000 80, 000 390, 000 690, 009 
American Friends Service Committee_.....| 5, 745,000 | 842, 000 1, 030, 000 625, 000 8, 242. 000 
American Jewish Joint Distribution Com- | 
mittee _- ain ea } 1,725, 480 | 393, 800 990, 400 1, 406, 240 4, 515, 920 
American Middle East Relief_.......~- .-| 7,170,000 250, 000 |_..-- 2 500. 000 9, 920. 000 
American National Red Cross ; 1, 240, 000 1, 240, 000 
American Relief to Germany. .- 750, 000 750, 000 200, 000 1, 700, 000 
Church World Service 7 50,525 | 1, 588, 754 980, 750 4,785, 560 27, 405, 589 
Committee on Christian Science Wartime 
Activities iene lela a : 40, 000 20, 000 60. 000 
CARE. oP 37, 578,050 | 13, 369, 897 1, 402, 530 | 14, 722, 725 67, 073, 200 
Foster Parents’ Plan for War Children--. 120, 000 80, 000 35, 000 60, 000 295, 000 
Hadassah anda ; 30, 300, 000 4,462,000 | 11,561,000 | 36, 878, 350 83, 201, 350 
International Rescue Committee a 5, 150, 000 600, 000 580, 000 1, 517. 900 7, 847, 900 
Iran Foundation ee P ..-| 1,110,000 | 20, 000 60. 000 1, 190, 000 
Lutheran World Relief a J _.| 24, 845, 000 2, 777, 000 1, 710. 000 4, 200. 000 33, 432, 000 
Mennonite Central Committee_......... 530, 000 66, 000 28, 000 60, 000 684. 000 
Near East Foundation... .......__. pe Bots. 53, 000 53, 000 
Pestalozzi Foundation__- ieuaseuneel 80, 000 | 30, 000 100, 000 : 210. 000 
Save the Children Federation siete aia 40,000 |.....- a ‘ : 40, 000 
Unitarian Service Committee . | 116,000 |. “a os ‘ 116. 000 
United Lithuanian Relief Fund of America _| 40, 000 40, 000 
War Relief Services—NCWC -----.----| 79,627,600 | 8, 542,860 | 11,975,000 | 16,025,560 | 116 171,020 
i a aaa rk .--..-----./216, 377, 655 | 33,945,309 | 30. 472,680 | 83, 431, 335 364, 226, 979 





1 Milk made available May 1953, butter August 1953, and cheese October 1953. 
2 None available. 


Note.—Total dollar value. $118,372,400. 





Countries and areas in which 
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ANNEX II 


imerican voluntary agencies have distributed 
1952, and May 4, 19538—Mar. 5, 


surplus commodities (Jan. 17, 1950-Apr. 7, 


1954) 


Figures suppliec 


Countries and a 


Africa, French Equatorial 





frica, West 
Znglo Egyptian Sudan 
Austria 


Belgian Congo 
Belgiun 
Bolivia 

Burma 

Egypt 
Ethiopia 
Finland 
Formosa 

Fran 
Germany 
Gold Coast 





(rreect 

Guiana, British 

Guiana, Dutch (Surinam 
Haiti 

Holland 

Honduras, British_- 
Hong Kong 

India 

Indochina 

Indonesia 


Iran 

Iraq 
Israel 
Italy 
Japan 
Jordan 
Korea. 
Lebanon 
Liberia... 
Malay... 
Malta... 
Morocco, French 
Nigeria 


Okinawa 
Pakistan 
Palestine 

Panama 

Peru 

Philippine Islands 
Portugal 
Sierra Leone -. 
Spair a 
Syria__.. 
Thailand i 
Trieste a aes 
Tripoli ee Saco 
Tunisia. _. aeieatieeiay acelin atin’ 
Turkey sa illdilaiap ihdarip 

West Indies_......... 
Yugoslavia........... 


Other countries (7). 


rotal, all countries 


, 


* 


the 


3 


Dried whole 


1 


3 


eggs 


600 
392 


S05 
B18 
. 500 
14, 064 


016 
208 
61, 008 
180, 000 
319, 174 
578, 795 

5A 
333, 033 


224 


Nw 


4, 500 
80, 000 





240, 000 
109, 800 


O12 
31, 000 
71, 000 
270, 000 


504 
12,016 
1, 008 
504 
81, 008 


504 
5, 460 
2, 000 
1, 400 


"224 


2, 448, 600 


103, 561 


3, 945, 309 





Butt 
840, 500 
14, 000 
615, OOK 


699, 525 
i Ay 
60, 000 


37, 178, 350 
6, 681, 900 


000 


163, 500 
375, 000 


331, 495 


375, 000 
533, 000 
105, 000 

11, 510, 000 


69, 560 


83, 431, 335 





Department of Agriculture] 


Nonfat dry 
milk solids 





600 
025 





725 
300 
. 550 
, 000 





100 
97% 


“io 





, 050 


000 
925 


89, 100 








3, 329, 


1, 309, 
55, 
405, 
40, 


30, 481, 
1, 156, 


216, 377, 





050 


, 000 
, 000 
, 625 
, 000 | 
}, 000 | 
, 925 
, 100 
, 050 
2, 050 
2, 800 
, 000 
2, 450 
3, 025 | 
, 050 

, 000 

, 000 

, B80 

3, 300 


000 


, 000 
, 000 
, 000 
, 050 
49, 900 
, 050 


050 
050 
000 


, 050 


500 
000 
000 


000 | 


900 
000 
300 


655 





Cheese 


11, 805, 
6, 264, 


160, 
: 


800, 


"50, 000 
135, 000 


64, 300 
3, 000 


118, 000 
65, 650 


30, 472, 680 
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NINTH ANNUAL MEETING OF THE AMERICAN COUNCIL OF VOLUNTARY AGENCIES FOR 
FOREIGN SERVICE, INc., JANUARY 22, 1954 


[From the Voluntary Agencies In Service Programs Abroad (a position paper by agencies 
associated in the American Council of Vountary Agencies for Foreign Service, Inc.) ] 


In our lifetime events of such catastrophic nature have occurred that around 
the world people have been ravaged by hunger and disease, uprooted and victim- 
ized. Their desperate need has called forth an unprecedented stream of aid from 
the American people. Some of this aid has been given by the people acting 
through their Government, some has been given through voluntary agencies which 
the people themselves have created. 

Whatever the specific function or purpose for which a voluntary agency was 
established there were in every case two essential conditions which led to its 
coming into being: on the one hand, the existence of an urgent need which was 
not being met; and on the other hand, the impelling desire on the part of a large 
number of individuals in a position to help, to provide aid which they were con- 
vinced could come from no other source. 

No matter how broad or narrow the scope of an agency—whether its purpose 
is the provision of varied types of assistance over a wide geographic area or the 
provision of a single type to a single group—it will continue to serve so long as 
these two essential conditions exist. 

sasically the universal quality which distinguishes the work of all voluntary 
agencies is the direct people-to-people relationship, enabling concerned human 
beings to establish direct lines of communication with people who desire some- 
thing which American agencies can offer. Basic, also, is the voluntary assump- 
tion—Biblical in concept—of responsibility for other human beings in need, the 
unfortunate, the harassed, the victimized. 

For the giver, the contributor, the existence of the voluntary agency thus meets 
a deeply felt urge to personal action which even the most generous governmental 
action cannot satisfy. For the recipient, the aid meets a twofold need: first the 
obvious one of complementing assistance provided by governmental and inter- 
governmental agencies ; and second, and perhaps even more important, the living 
evidence of personal sympathy, faith and confidence. 

Important as the work of the voluntary agency is, it cannot take the place of 
the larger effort of Government. However, governmental programs are delim- 
ited by the fact of their inevitable tie with governmental policy, and cannot carry 
to so full a degree the concern of people for people as can the voluntary agency. 
For an act of assistance on the part of a voluntary agency is an act of faith. 

There are certain situations, certain conditions under which governmental ac- 
tion and assistance may be inexpedient, inadvisable, impossible or even unaccept- 
able. . In these situations the voluntary agency, maintaining itself and its oper- 
ations outside of the political arena, frequently in cooperation with indigenous 
voluntary groupings, is often able to fill the gap, to provide vitally needed aid, to 
point the way to new forms of service. 

Such has been the time-honored role of the voluntary agency. Some of the 
American agencies were entrusted with these responsibilities by groups of Amer- 
ican people more than 60 years ago, others came into being during and since the 
Second World War to meet the unprecedented needs created during this period. 

Substantial evidence of the concern of the American people for the welfare of 
people in other lands is the magnificent record of giving between 1939 and 1951, 
over and above the assistance provided directly by governments of the world and 
the aid by such intergovernmental agencies as the United Nations Relief and Re- 
habilitation Administration, the International Refugee Organization and others. 
More than $2,500 million was contributed in this period by Americans through 
their voluntary agencies for a wide variety of assistance and services to meet a 
multitude of needs. 

In most instances, single agencies provided assistance in a specific field of 
work but there were many occasions when groups of agencies, working together, 
undertook major projects which involved common interests. In many cases, 
projects were evolved as joint efforts by the Government and the voluntary 
agencies, often at the request of the Government. In some instances, par- 
ticularly in the field of immigration, the voluntary agencies actually performed 
a function which the Government would otherwise have assumed in a less per- 
sonalized way. 

Assistance of the Government has been of tremendous value in the work of the 
voluntary agency. Some of the work of voluntary agencies has been helped by 
Government, through the use of Government facilities, equipment, and supplies. 
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Certainly there have been many occasions when the catastrophe was so huge 
and the need so great that no voluntary agency or group of agencies could have 
coped with the problems without governmental supplementation. 

At the same time, the agencies have made it clear that such aid could be 
accepted only when it left the agency free to carry out its program along the 
lines and in the manner characteristic of its genius. Above all, agencies have 
guarded zealously their independence from Government control for their con- 
tinued existence required they maintain their basic approach of disinterested 
concern to meet pressing human needs. 

Today, and in the foreseeable future, existing needs in a great many areas of 
the world will require continued large-scale aid through both governmental and 
voluntary channels. The overall burden is still far too great for the voluntary 
agencies alone. In some areas it may be that there is no further need for gov- 
ernmental assistance, but in others, the withdrawal of such assistance would 
amount simply to the abdication of responsibility. 

The voluntary, people-to-people approach is common to all of the agencies that 
make up the American Council of Voluntary Agencies for Foreign Service re- 
gardless of their specific fields of work. It is because of their common concern 
that agencies of varied purpose and differing philosophies have established the 
council as a place where they can discuss mutual problems, consult, share ex- 
periences, and develop joint action when indicated. Thus, the council, not an 
operating agency itself, becomes a clearinghouse for the agencies, finding many 
areas of agreement among its member agencies yet giving full recognition to 





differences. 


For despite differences, the principle of voluntaryism is basic to each agency. 
Each of them provides a way for people to express their goodwill freely and 


directly and to contribute personally, even at a sacrifice. 


And because this 


concept is deeply rooted in American democracy and in the minds and hearts of 
the people of America, the voluntary agency will continue to exist so long as 
there are those in needs of aid and others determined to help them. 


MEMBER AGENCIES 


Adventist Relief Agency of the General 
Conference of Seventh-Day Advent- 
ists 

American Baptist Relief 

American Bureau for Medical Aid to 
China, Ine. 

American Committee for Emigre Schol- 
ars, Writers, and Artists, Inc. 

American Committee on OSE, Inc. 

American Federation of International 
Institutes, Inc. 

American Friends Service Committee, 
Inc. 

American Friends of Russian Freedom, 
Inc. 

American Fund for Czechoslovak Refu- 
gees, Inc. 

American Jewish Joint Distribution 
Committee, Inc. 

American Middle East Relief, Inc. 

American National Committee to Aid 
Homeless Armenians (ANCHA) 

American ORT Federation, Inc. 

American Relief for Poland, Inc. 

Boys’ Town of Italy, Ine. 

Brethren Service Commission 

Church World Service, Ine., National 
Council of the Churches of Christ in 
the U. S. A. 

Congregational Christian Service Com- 
mittee, Inc. 

Cooperative for American Remittances 
to Everywhere (CARE) 

Foster Parents’ Plan for War Children, 
Ine. 


General Council of the Assemblies of 
God, Foreign Service Committee 

Girl Scouts of the United States of 
America, Inc. 

Hebrew Sheltering and Immigrant Aid 
Society, Ine. 

International Rescue Committee, Inc. 

International Social Service, Inc. 

Iran Foundation, Inc. 

Lutheran Service to Immigrants of the 
National Lutheran Council 

Lutheran World Relief, Inc. 

Mennonite Central Committee, Inc. 

National Council of Jewish Women, Inc, 

Near East Foundation 

Russian Children’s Welfare Society, 
Ine. 

Salvation Army 

Selfhelp of Emigres from Central Eu- 
rope, Ine. 

Tolstoy Foundation, Inc. 

Unitarian Service Committee, Inc. 

United Friends of the Needy and Dis- 
placed People of Yugoslavia, Inc. 

United Lithuanian Relief Fund of 
America, Ine, 

United Seamen’s Service, Inc. 

United Service for New Americans, Inc, 

United Ukrainian American Relief Com- 
mittee, Ine. 

War Relief Services of the National 
Catholic Welfare Conference, Inc. 

World University Service 

Young Women’s Christian Association, 
Inc. (World Emergency Fund) 
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TESTIMONY OF THE CONFERENCE OF AMERICAN MARITIME UNIONS, SUBMITTED ON 
May 26, 1954, on Proposep WorKING DraFr or Mutuan Securtry PrRoGRAM 
LEGISLATION, 1955 


Conference of American Maritime U'nions 


American Radio Association—CIO, 

Brotherhood of Marine Engineers—AFL. 

Inlandboatmen’s Union of the Pacific—AFL. 

Marine Cooks and Stewards—AFL. 

Marine Firemen, Oilers, and Watertenders—AFL. 

Masters, Mates, and Pilots—AFL. 

National Marine Engineers’ Beneficial Association—CIO. 
National Maritime Union—CIO, 

Radio Officers Union—AFL. 

Sailors Union of the Pacific—AFL. 

Seafarers International Union, Atlantic and Gulf District—AFL. 
Seafarers International Union, Great Lakes District—AFL. 





Washington representatives 


John M. Bishop, MMP—AFL. 

Herbert L. Daggett, NMEBA—CIO. 
Matthew Dushane, SUP—AFL. 

Hoyt 8S. Haddock, CIO Maritime Committee. 
Andrew MacDonald, ROU—AFL. 

Ben J. Man, CIO Maritime Committee. 
Robert Matthews, SIU-A&G—AFL. 

Thomas L. Meyer, MFU—AFL. 

William Steinberg, ARA—CIO. 





SUGGESTED LANGUAGE FOR SECTION 809—PROPOSED WORKING DRAFT OF MUTUAL 
SECURITY PROGRAM LEGISLATION, 1955 


“Whenever the United States shall procure, contract for, or otherwise obtain 
for its own account, or shall furnish to or for the account of any foreign nation, 
any equipment, materials, or commodities, within or without the United States, 
or shall advance funds or credits or guarantee the convertibility of foreign 
currencies in connection with the furnishing of such equipment, materials, or 
commodities, at least 50 per centum of the gross tonnage of such equipment, 
materials, or commodities (computed separately for dry bulk carriers, dry cargo 
liners, and tankers), which may be transported on ocean vessels shall be trans- 
ported on privately owned United States-flag commercial vessels, to the extent 
such vessels are available at fair and reasonable rates for the movement in 
United States-flag vessels, in such manner as will insure a fair and reasonable 
participation of United States-flag commercial vessels in cargoes by geographic 
areas: Provided, That unless the Secretary of Commerce after public hearing 
finds and certifies to the proper Government agency that the foreign commerce 
of the United States will be promoted, or that privately owned United States-flag 
commercial vessels are not available in sufficient numbers or in sufficient ton- 
nage capacity, or at the aforesaid reasonable rates, such equipment, materials, 
or commodities shall be transported exclusively on privately owned United 
States-flag commercial vessels: Provided further, That foreign-flag ships not 
registered under the flag of the consignor or consignee nation may participate 
in the carriage of such equipment, materials, or commodities only to the extent 
that such nation does not have ships of its own registry available in sufficient 
numbers or in sufficient tonnage capacity. Nothing herein shall repeal or 
otherwise modify the provisions of Public Resolution Numbered 17, Seventy- 
third Congress (48 Stat. 500), as amended.” 

The Conference of American Maritime Unions is composed of the maritime 
unions which are affiliated with the American Federation of Labor and the 
Congress of Industrial Organizations. The total membership of these unions 
is approximately 125,000 seamen. 

The Conference of American Maritime Unions is in favor of amending section 
809 of the proposed working draft of mutual security program legislation to 
provide for greater carriage of our foreign aid and other cargoes by American 


»O« 


bottoms. We recommend that the language of S. 3233, 88d Congress, 2d session, 
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be used as the language of section 809 of the mutual security program bill. The 
language we suggest for section 809 is on page 1a of this statement. 

The proposed language provides that at least 50 percent of our foreign-aid 
cargoes, cargoes financed by our Government, and cargoes for which our Govern- 
ment guarantees the convertibility of currency be carried in American-flag 
commercial ships by geographic areas to the extent that such ships are available 
at fair and reasonable rates. It provides that such cargoes shall be transported 
exclusively on privately owned American-flag commercial ships unless the Secre- 
tary of Commerce, after public hearing, finds and certifies to the proper Govern- 
ment agency that private United States American-flag merchant ships are not 
available in sufficient numbers or in sufficient tonnage capacity or at fair and 
reasonable rates, or that the foreign commerce of the United States will be 
promoted by having foreign-flag ships transport such cargoes. The bill also 
provides that foreign-flag ships shall not carry such cargo unless they fly the 
flag of the consignor or consignee nation or that the consignor or consignee 
nation does not have ships of its own registry available in sufficient numbers or in 
sufficient tonnage capacity. 

No American would question the fact that we must have an adequate merchant 
marine in time of war. However, some persons believe that an adequate mer- 
chant fleet is needed only in times of war. World history has conclusively 
proved that we must have an adequate fleet in peacetime if we are to have one in 
time of war. An adequate peacetime fleet is needed not only as a nucleus fleet 
to carry war supplies in times of national emergency, but also to develop our 
foreign markets in peacetime and to prevent foreign shipowners from charging 
us exorbitant rates during a war period in which we are not participants. The 
critics of these facts state that the United States can depend upon foreign 
merchant marines in time of war. In the past this fallacious theory had resulted 
in the bitter experience of our Nation engaging in a race against time. In the 
past we had been fortunate enough to win in those races. However, it would be 
foolhardy to continue to gamble with our future. 

Prior to World War I the attitude of the so-called maritime experts was that 
our Nation could depend upon our allies for merchant shipping in time of war. 
We recall that in World War I we and our allies were nearly defeated because the 
United States did not have an adequate merchant marine. Even before we 
entered the war we learned of the high cost of depending on foreign ships to 
carry our commercial cargoes. That is, when we could get foreign ships to 
carry them. 

Prior to World War I the United States permitted the merchant marine to 
wither away until our ships were carrying only 9 percent of our export and 
import trade. At the outbreak of war we were in the dangerous position of a 
neutral nation without ships. The foreign maritime nations withheld their 
ships and our Nation’s foreign trade was left high and dry on our docks. In 
August 1913, the United States had exported 257,172 bales of cotton. One year 
later in August 1914, we exported only 21,219 bales. The price of cotton fell from 
$62.50 a bale in July 1914 to $36.25 in December 1914 because it could not be 
delivered. All cargoes piled up on the docks and the American producers and 
distributors of our export commodities faced ruin. 

Our allies and neutral shipowners, who did send their ships to our shores, 
charged our shippers unbelievably gouging rates. Shipping rates increased 
up to 700 percent even before our Nation engaged in the munitions trade. After 
the war became a full-scale one, shipping rate increases of 2,000 percent were 
common. The average rate on general cargo increased 1,117 percent. 

Before World War I ships were chartered for $1 a ton. Two short months 
after the outbreak of the war the charter rate was $13.88 a ton to areas outside 
of the war zone and $20 to $21 in war zones. These high shipping profits caused 
the demand for ships to soar. The sales price of ships rose to $300 a ton from 
the prewar price of $60 a ton. In fact, shipping profits were so high that many 
ships were completely paid for from the profits of one voyage. 

Today many apologists for operating American ships under foreign flags 
claim that such ships are available to the United States. This is nothing less 
than misrepresentation of facts. Prior to World War I the great bulk of 
American-owned ships had been registered under foreign flag. When the war 
broke out most of these ships were not made available to the United States. 
Congress under the guidance of the Wilson administration hastened to enact 
legislation to alleviate this critical problem. In August 1914, a law was enacted 
which permitted Americans to register their foreign-flag ships under the American 
flag. Congress also enacted a law which provided insurance coverage for these 








| 
| 
| 
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ships. These emergency acts had a strong effect in increasing the tonnage avail- 
able to the United States. Despite this historical fact, the enemies of the 
American merchant marine still advocate foreign flags for American-owned 
ships. By July 1, 1915, 523,000 tons of shipping had been transferred to the 
American flag. By 1917 this total was increased to 650,000 tons. 

By the end of World War I the United States possessed 2,547 merchant ships 
uggregating a total of 14,705,281 deadweight tons. The direct acquisition costs 
of these ships was $3,042 million. Of these ships 2,316 were constructed by 
the Government at wartime costs of $2,951,807,000. The balance of 231 ships 
were acquired by purchases, seizure of enemy property, and transfer from other 
Government departments at a net cost of $126,194. 

President Wilson was greatly disturbed by the mistake our Nation had made in 
not maintaining a peacetime fleet adequate to service our foreign trade during 
war. In his third annual message to Congress given in May 1915, he declared: 

“It is high time we repaired our mistake and resumed our commercial inde- 
pendence on the seas. For it is a question of independence. If other nations 
go to war or seek to hamper each other’s commerce, our merchants, it seems are 
at their mercy, to do with as they please. We must use their ships, and use them 
as they determine. We have not ships enough of our own. We cannot handle our 
own commerce on the seas. Our independence is provincial and is only on land 
and within our own borders.” 

After World War I the 66th Congress made a full study of the role of the 
American merchant marine in peace and war. After studying the near disaster 
our Nation experienced because of the philosophy of depending upon foreign- 
flag ships instead of maintaining our own merchant marine, they passed the 
Merchant Marine Act of 1920. The conclusion they reached is evident in the 
strong language contained in the preamble of this law which is as follows: 

“That it is necessary for the national defense and for the proper growth of its 
foreign and domestic commerce that the United States shall have a merchant 
marine of the best equipped and most suitable types of vessels sufficient to 
carry the greater portion of its commerce and serve as a naval or military 
auxiliary in time of war or national emergency, ultimately to be owned and 
operated privately by citizens of the United States and it is hereby declared to 
be the policy of the United States to do whatever may be necessary to develop 
and encourage the maintenance of such a merchant marine, and insofar as may 
not be inconsistent with the express provisions of this act, the United States 
Shipping Board shall, in the disposition of vessels and shipping property as 
hereinafter provided, in the making of rules and regulations, and in the admin- 
istration of the shipping laws keep always in view this purpose and object as the 
primary end to be obtained.” 

In 1936 Congress reaffirmed its mandate that our Nation should develop and 
maintain a United States merchant marine adequate to service our foreign 
and domestic commerce and be available in national emergency. The pre- 
amble of this act is as follows: 

“It is necessary for the national defense and development of its foreign and 
domestic commerce that the United States shall have a merchant marine: (a) 
sufficient to carry its domestic waterborne and a substantial portion of the water- 
borne ewport and import foreign commerce of the United States and to provide 
shipping service on all routes essential for maintaining the flow of such domestic 
and foreign waterborne commerce at all times, (b) capable of serving as a naval 
and military auxiliary in time of war or national emergency, (c) owned and 
operated under the United States flag by citizens of the United States insofar 
as may be practicable, and (d) composed of the best equipped, safest, and most 
suitable types of vessels, constructed in the United States and manned with a 
trained and efficient citizen personnel. It is hereby declared to be the policy of 
the United States to foster the development and encourage the maintenance of 
such a merchant marine.” [Italic ours.] 

Prior to World War I we still heard the argument that our allies had merchant 
fleets that were large enough to service the free world. On September 1, 1939, 
the United States merchant fleet had 1,379 seagoing ships of 1,000 gross tons 
and over. The United States Maritime Commission in November of 1937, had 
said that 1,200 ships would be adequate for our country in time of war. Yet, 
after the outbreak of World War II, experience shows us that we needed many 
more ships than the number estimated by the Commission. In fact, the fleets 
of our allies were not available for our use and we had to construct over 5,000 
ships to meet the shipping needs of our Nation and our allies. Again the 
experts were proved to be wrong, by 6,234 ships. 
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All theaters of World War II operations were overseas. Accordingly, our 
Nation was dependent upon ocean transportation in making its strength effective 
against the enemy. 

The Axis Powers were well aware of that fact. They did all they could to 
destroy our merchant marine. 

When Europe went to war in September 1939, the world oceangoing merchant 
shipping totaled 80 miilion deadweight tons. Britain and France controlled 
approximately 27 million tons. Also, the great portion of neutral shipping was 
available to the Allies. At the outbreak of the war the German blockade became 
effective immediately. During the 27 months prior 4o the entry of the United 
States into the w-¢ about 16 million deadweight tons were sunk by the Axis. 
During the same period the combined output of the shipyards of the United 
Kingdom and the United States, which were almost the sole source of new mer- 
chant shipping for the allies, was only 5 million deadweight tons. 

On December 1, 1941, the ocean passenger, dry cargo, and tanker vessels under 
the American flag aggregated about 11,600,000 deadweight tons. German sub- 
marines appeared in the western Atlantic, the Gulf of Mexico, and the Caribbean, 
and ships moving coastwise were sunk within sight of our shores. American 
ships totaling 3,609,000 deadweight tons were lost during 1942, the year of 
heaviest casualties. Approximately 6,764,000 deadweight tons of American ships 
were sunk during the course of the entire war. 

For the entire war period the losses of ships controlled or available to the 
Allies aggregated over 36 million deadweight tons. Of these losses 733 were 
American merchant ships of over 1,000 gross tons and hundreds of smaller ships. 
Thus, the American loss was more than half the tonnage of our prewar merchant 
marine. 

During 1940 and the early part of 1941 there were several months when the 
Allied shipping losses exceeded the combined ship construction of the United 
Kingdom and the United States by more than 500,000 deadweight tons. 

Considering the low ebb of American shipbuilding during the early thirties 
and the vital part which the American shipbuilding industry was called upon to 
play in the successful carrying out of the war, it was fortunate that this 
industry was kept alive before we entered the conflict. After the German forces 
had overrun Norway, the Low Countries, and France in the early summer of 
1940, this fact was even more apparent and its implications became serious. 
Accordingly, in the fall of 1940 the British placed orders with American ship- 
yards for 60 freighters. Early in 1941 the Maritime Commission ordered 200 
more cargo carriers. By the end of 1941 the American shipbuilding program 
including foreign and American orders had been expanded to include about 
1.200 ships aggregating about 14 million deadweight tons. It was with the view 
of expediting the deliveries of British orders that a ship of simplified design was 
agreed upon. This gave birth to the Liberty ship which was actually obsolete 
on the drawing board. 

During the 5-year period 1941-45 a total of 5,280 oceangoing vessels, aggre- 
gating over 54 million deadweight tons were delivered from American shipyards. 

During the war period British Empire shipyards delivered less than 11 million 
deadweight tons. In fact, all of our allies upon whom the prewar experts had 
claimed we could depend for merchant ships supplied us with only 715,000 gross 
tons of ships. On the other hand, we delivered 5,500,000 gross tons to them. 

The United States merchant marine delivered the goods to our fighting forces 
and allies overseas. The total cargo lift from the United States between De- 
cember 7, 1941, and the surrender of Japan was 268,252,000 long tons, of which 


goes. During the last year of the war, this meant an average rate of delivery 
of 8,500 tons of cargo every hour of every day and night. Our ships also car- 
ried the great majority of the 7,129,907 Army personnel and 141,537 civilians 
moving overseas between December 7, 1941, and November 30, 1945. During 
this same period they carried 4,060,833 Army personnel and 169,626 civilians 
back to the United States. Because we were able to build up our own merchant 
marine during this war we were able to deliver the goods needed to win the war. 
Also, we avoided the type of gouging we received during World War I. During 
World War II general cargo rates increased only 70 percent as compared to 
1.117 percent during World War I. This difference is most impressive when 
we note that the shin operating costs during World War II were substantially 
higher than during World War I. 





— 


a sh a LPL ei 


+ serena rivet 


ane 





1161 


On November 2, 1945, Fleet Admiral Ernest King, commander in chief of the 
United States naval operations, wrote to Admiral Land the following: 

“During the past 31%4 years, the Navy has been dependent upon the merchant 
marine to supply our farflung fleet and bases. Without this support, the Navy 
could not have accomplished its mission. Consequently, it is fitting that the 
merchant marine share in our success as it shared in our trials. 

“The merchant marine is a strong bulwark of national defense in peace and 
war, and a buttress to sound national economy. A large merchant marine is 
not only an important national resource; it is, in being, an integral part of our 
country’s armed might during time of crisis. During World War II, this pre- 
cept has been proven. 

“As the merchant marine returns to its peacetime pursuits, I take pleasure 
in expressing the Navy’s heartfelt thanks to you and through you to the officers 
and men of the merchant marine for their magnificent support during World 
War II. All hands can feel a pride of accomplishment in a job well done. 

“We wish the merchant marine every success during the years ahead and 
sincerely hope that it remains strong and continues as a vital and integral part 
of our national economy and defense.” 

Admiral King closed his letter with the wish that our merchant marine remain 
strong in the future in order to preserve our national economy and defense 
His advice, like the advice of other practical men, was subjected to the attack 
of post-World War II peacetime theorists who claimed that it was not necessary 
to revitalize our merchant marine with more modern ships. In fact, some the- 
orists even went so far as to state that our merchant marine must be sacrificed 
in order to help close the dollar gap between foreign nations and the United 
States. 

When the Korean war broke out our allies were not in a position to provide 
the ships for that limited operation. At the outbreak of the Korean war our 
sinking merchant marine consisted of only 1,162 seagoing ships manned by 
59,000 seamen. Our Nation and the free world were serviced by activating 
ships from the United States national defense reserve fleet. The peak size 
during the Korean war was reached in February 1952, when our merchant marine 
consisted of 2,046 ships manned by 100,000 seamen. Our privately owned and/or 
operated merchant marine carried 86 percent of the cargoes to Korea and the 
Far East. The remainder of the cargoes were carried by MSTS and foreign 
merchant ships. 

We entered both World War with inadequate merchant shipping. We were 
required to build additional ships for ourselves and our allies upon whom we 
were relying for shipping. It should be clear even to a novice that this condition 
has not changed. Indeed, it appears to us even more serious than heretofore. 
Certainly if we are engaged again in a war that involves the European countries, 
we will be required to build all their ships for them. 

The above facts prove that the United States can fully depend only upon 
ships flying the American flag in world emergencies before and during the time 
we are involved. 

After our merchant marine successfully serviced the free world during the 
Korean war, our Government began replacing the ships in mothballs. By April 
1, 1954, our merchant marine had shrunk to only 1,360 oceangoing ships manned 
by 65,250 seamen. This industry slump should not be lightly argued away by 
saying that the decrease of cargoes in the world market is the only reason for 
depressing the industry. This argument is weak, because our ships are carrying 
only 29 percent of our export and import trade. The main reason for the 
depression is that our Government is not administering a program to provide 
a United States merchant marine adequate to carry at least 50 percent of our 
foreign trade. 

Our Government's failure to follow a more constructive maritime program 
is also resulting in the closing down of our vital shipbuilding industry. Despite 
the fact that the Maritime Administration has classified 46 percent of our mer- 
chant ships as poor, our private shipyards on January 1, 1954, had orders to 
build only 48 merchant ships, aggregating 686,635 gross tons. This was only 
5.8 percent of the total shipbuilding orders for 1,492 merchant ships, aggregating 


13,726.236 gross tons, throughout the free world. It placed the United States 
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in sixth place in shipbuilding. As of January 1, 1954, the number of ships being 
constructed or on order for the first six top-ranking countries was as follows: 


| Number of | 


Gross tons 


Percent of 








Country ships world total 
——— —_—_-—__— ri Sines 
Great Britain = g, a | os 
Germany --. ig ‘ »% le 
Sweden , ; 145 1, 387, 002 10.6 
Holland ‘ . 139 | 1, 128, 459 | 8.6 
France | 68 | 757, 949 | 5.8 
United States.._...- 48 | 686, 635 5.3 





As of April 1, 1954, there remained only 35 ships, aggregating 489,685 gross 
tons, under construction in United States shipyards. The classes of these ships 
are as follows: 





Deadweight 
tons 


Number of Gross tins 





ships 
Cargo-. 9 | 87, 300 114, 300 
Ore carrier | 2 26, 200 44, 000 
Tanker | 22 398, 700 625, 400 
Passenger-auto ferry 2 | 3, 685 4, 000 
Totals. -- 2 35 515, 885 787, 700 





These 35 ships are only 40 percent of the number of ships being constructed 
1 year ago. Moreover, by the end of this year only two of the ships will not be 
completed. This is distressing when we realize that our shipyards have not 
received a single order for a merchant ship of 1,000 gross tons or over for the 
preceding 17 months. 

In the preamble of the Merchant Marine Act of 1936 Congress has stated 
that our merchant marine must be “sufficient to carry a substantial portion of 
our foreign trade.” The common interpretation of “substantial” is that Congress 
meant that our merchant marine should carry at least 50 percent of our total 
foreign export and import trade. In striving to achieve this overall goal, Con- 
gress should raise our percentage of export and import cargo carriage by passing 
permanent legislation which would provide that American-flag ships carry from 
50 to 100 percent of our foreign economic and military aid cargoes, as well as 
eargoes financed by Government loans or guaranteed by foreign currency con- 
vertibility. In fact, in 1934, the 73d Congress passed Public Resolution No. 17 
which stated that all cargoes financed by the Export-Import Bank or any other 
instrumentality of the Government, should be carried in American bottoms when 
available at reasonable rates. In recent years, instead of requiring American 
bottoms to carry all of the cargoes financed by the Export-Import Bank and 
other Government instrumentalities, Government agencies in consultation with 
shipping interests have permitted ships of recipient countries to carry 50 percent 
of these cargoes. Congressional mandate that American bottoms should carry 
at least 50 percent of the cargoes provided under foreign economic and military 
aid programs is contained in the following programs: 

1. Economic Cooperation Act of 1948, and the ECA amendments, 1949 
(Public Law 47, 81st Cong). 


2. Korean Aid Act (Public Law 447, 81st Cong.). 

3. Yugoslavia Emergency Relief Assistance Act of 1950 (Public Law 897, 
Sist Cong.). 

4, India Emergency Food Aid Act of 1951 (Public Law 48, 82d Cong.). 

5. Mutual Defense Assistance Act (Public Law 329, 81st Cong.). 

6. Mutual Security Act of 1951 (Public Law 165, 82d Cong.). 

7. Pakistan wheat bill (Public Law 77, 83d Cong.). 


; 
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In the administration of the above-mentioned programs our Government 
administrators have administered the laws by defining “at least 50 percent” to 
mean “50 percent.” Those of us who are vitally interested in achieving and 
maintaining an adequate American merchant marine had not protested this 
practice because we agreed that there was some justification for our Govern- 
ient’s assisting our foreign allies in rebuilding their merchant marines which 
were devastated during World War II. However, it is now obvious that the 
foreign merchant marines are reaching their pre-World War II effective sizes and 
our Nation should become more concerned with keeping our merchant marine 
on the high seas. It is the Government’s duty to use only United States ships 
in transporting Government-financed cargoes. Foreign participation should be 
allowed only when United States ships are not available or when it can be shown 
that the merchant fleets of other nations are more important to those nations 
than our merchant marine is to the United States. 

At the present time the American Tramp Shipowners Association’s members 
have pending applications for the wholesale transfer of 60 of their 150 tramp 
ships to the runaway flags. They claim that their ships are idle because of 
the lack of economic and military aid cargoes. This wholesale transfer of 60 
American tramp ships would be only the beginning of the transfer foreign of 
their entire tramp fleet. Their argument for the necessity of transferring their 
tramp ships could be solved by providing more aid cargoes for American bottoms. 
Moreover, it would dull their incentive to transfer foreign if they knew that their 
ships under the runaway flags would be virtually ineligible to carry American aid 
cargoes. 

The proposed language we suggest for section 809 which requires “that 
foreign-flag ships not registered under the flag of the consignor or consignee 
nation may participate in the carriage of such equipment, materials or com- 
modities only to the extent that such nation does not have ships of its own 
registry available in sufficient numbers or in sufficient tonnage capacity” is 
extremely important in that American shipowners will be discouraged from trans- 
ferring their ships to foreign flags. As of January 1, 1954, there were a total of 
346 ships of 1,000 gross tons and over owned by American companies and 
operated under foreign flags. Also, there were a total of 72 ships being con- 
structed for these companies to operate under foreign flags. These 418 ships 
are 34 percent of the privately owned ships flying the United States flag. Of 
these 418 ships, 207 are under the runaway flags of Panama, Honduras, and 
Liberia. The main reason for transferring to these runaway flags is to evade 
United States taxes, employ low-wage foreign seamen, and evade United States 
inspection standards. Also, it has proved profitable for some American flag 
companies to carry the share of our aid cargoes which have been reserved for 
American bottoms and at the same time to have their foreign-flag ships carry 
those cargoes allocated to foreign-flag ships. 

Despite the great importance of a strong American merchant marine, the 
industry has been under constant attack from the foreign shipping lobbyists and 
some economists satuated with pure theory. The theory-minded economists are 
most damaging because they are credited with being unbiased scholars. How- 
ever, as theorists they base their assumptions and draw their conclusions in a 
vacuum on paper, and not in the world of harsh reality. 

The argument most often used by the foreign shipping lobbyists and some 
uninformed Americans is that the American merchant marine must be sacrificed in 
order to help close the international dollar gap. For the past several years this 
overworked fallacious argument has been the lead in the attack upon the pro- 
visions of American laws which state that American bottoms shall carry at least 
50 percent of all military or economic aid cargoes as well as cargoes financed by 
the United States Government. 

Since the committee is fully aware of the basic picture of the international 
balance of payments, we shall briefly deal only with the balance of payments 
resulting from ocean shipping as a part of the exports and imports of goods and 
services account. In this analysis we shall not deal with the remaining balance 
of payments accounts, such as unilateral transfers, gold sales and purchases, 
ete. Therefore, the dollar gap we will be discussing will be the one existing 
only in the United States export and import of goods and services account which 
includes ocean shipping. Of course, it will be slightly higher than the final 
dollar gap resulting when all accounts are considered. 
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TaBLe I—Balance of payments of the United States in goods and services 
account * 


{In millions] 






































1946 | 1947 | 1948 | 1949 | 1950 1951 1952 1953 
‘ B |. 
Total United States exports of ie 
goods and services. ........-- $14, 74 {s19, 706 '$16, 967 |$15, 974 isu, 425 /$20, 218 |$20, 649 | $21, 337 
Total United States imports of | | | 
goods and services. ...........--.-- 7,037 | 8,318 | 10,268 | 9,603 | 12,128 | 15,054 | 15,794 | 16,628 
Balance on goods and services. ...--- 7, 704 | 11,478 | 6 699 | 6, 371 2, 297 5, 164 4, 855 4, 709 
Total United States ocean shipping Cy “| 7 i hecedl =) ’ 
EEE... .ninkiqiibtti inane 1, 277 1, 597 1,181 1, 085 | 833 1,353 | 1,286 1, 036 
Total United States ocean | | | 
shipping payments ._.-....- 349 456 501 549 643 787 911 904 
Receipts balance, ocean ship- | | | 
i cuctt eieepsldaeeenieniniienieaimnanstainae 928 1, 141 680 536 240 | | 375 132 
Percent of ocean shipping balance sae xc ighcubebe dhl aNd | “aaa p | 
to balance on goods and services 12 14 | 10 8 | 10 11 8 3 





1 Source: U. 8. Department of Commerce, Office of Business Economics. 

It is evident from table I that the United States receipts balance on the ocean 
shipping account is from 14 percent (in 1947) to 3 percent (in 1953) of the 
United States receipts balance on exports and imports of goods and services. 
Since we are mostly interested in the ocean shipping account we will show 
and briefly explain the breakdown of the ocean shipping account. 


TasLe II.—ZJnternational ocean transportation, 1946-53" 


{In millions] 












































1946 1947 1948 1949 1950 1951 1952 1953 
r | i 7 a ee | 7 i. 

UNITED STATES RECEIPTS | | 

Ocean shipping (total) .......-- $1,277 | $1, 597 1, 181 | $1,085 | $883 | $1,353 | $1, 286 $1, 036 
Export freight earnings--_-- 893 | 961 531 455 | 347 | 657 524 336 
Military controlled export | fre ight | 

GNI Malis Rie ciiian-csase0n as 9 | 197| 223/ 192] 51 44 72 75 
Freight earnings on shipments | } 

between foreign countries _._.....-.- 79 100 112 | 100 110 201 175 106 
Passenger fares. ..........-..-----.-- 28 39 35| 21 26 18 22| g 24 
Pot expenditures... ..........--..... | 162 281 268 291 313 411 462 476 
SN Si hehtccunntucasnccdantl | 22 19 12 26 36 22 31 19 

UNITED STATES PAYMENTS F " 

Ocean shipping (total) ........- 349 456 501 549 643 787 911 WF 
Import freight payments. ---......-- 115 141 193 214 295 384 428 461 
Passenger fares _..............-..... 17 47 63 90 121 102 133 134 
Port expenditures__._..............-- 186 231 198 177 138 183 190 146 
0 Se 31 7 47 68 89 118 160 163 
Receipts balance, ocean shipping -- - 928 | 1,141 680 536 240 566 375 132 


1 Source: U. 








8. Department of Commerce, Office of Business Economics. 


The United States receipts items entered into the ocean shipping account for 
the operations of United States companies consist of 
carrying exports from the United States, 


goes from one foreign port to another, 


ports. 


(1) freight receipts for 
(2) receipts for carrying foreign car- 
shipboard expenses 
of nonresident passengers, (4) revenues from charter of ships to foreign oper- 
ators, and (5) port expenditures made by foreign operators in United States 


(3) fares and other 


The freight revenues earned by United States ships on imports into the 
United States are paid by United States importers to the United States ship 


operators, 


therefore they 


in the international balance of payments. 





are considered domestic trade and are not considered 
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The United States payments items in the ocean shipping account consist of 
(1) payments to foreign companies for carrying imports into the United States, 
(2) fare payments and other shipboard payments made by United States resi- 
dents to foreign companies, (3) payments to foreign companies for the charter- 
ing of their ships, and (4) port expenditures by United States ship operators 
in foreign ports, 

The freight revenues earned by foreign ships on the United States export 
trade are paid by foreign importers to the foreign ship operators, therefore they 
are considered domestic trade of the respective foreign nations and are not 
considered in the international balance of payments. 

Table If shows that from 1946 through 1953 the United States earned more 
money on the ocean shipping account than they paid to foreign countries. The 
peak of this dollar gap in ocean shipping was in 1947 when the United States 
received $1,141 million more than they paid to foreign shipping interests. 
It must be noted on table I that 1947 was the year in which there was reached 
the peak of the dollar gap between United States exports and imports of goods 
and services. In that year we exported $19,796 million worth of goods and serv- 
ices and imported $8,318 million worth. This left a dollar gap of $11,478 million. 
1947 was a postwar year which found the foreign nations in a crippled postwar 
economic condition. Their productive forces had been disrupted to the point 
where they depended on United States exports for their livelihood as well as 
rebuilding their economic systems. It is most important to know that much of 
their merchant fleets had been sunk during the war and they depended on 
American ships for transportation of food, merchandise, and canital equinment. 

After 1947 the nations of the free world had redeveloped their economies to 
the point where they required less exports from the United States and, in turn, 
were increasing their exports to the United States. This, of course, meant that 
the dollar gap was rapidly closing. In 1950 the United States exported $14,425 
million worth of goods and services and imported $12,128 million worth of voods 
and services. Thus, the dollar gap in goods and services shrank to only $2,297 
million. In 1950 the ocean shipping account showed that the United States re- 
ceived $883 million and paid $643 million for ocean shipping. Ths, the dollar 
gap in ocean shipping had shrunk to $240 million. It was then obvious that the 
dollar gap was rapidly closing and experts had predicted in early 1950 that it 
would be completely closed in 1951. 

At the outbreak of the Korean war in June 1950 the free world again looked 
to the United States for increased exports of our production forces. In 1951 
the dollar gap in goods and services spread to $5,164 million. Also, in 1951, the 
United States received $1,353 million and paid $787 million on the shipping 
account. This left a dollar gap of $566 million in the 1951 shipping account. 

At this point we must emphasize that in 1951 the foreign shipping lobbyists 
in this country began to clamor about closing the ocean shipping dollar gap. 
However, they did not point out that they did not have the ships needed to trans- 
port the increased world trade caused by the Korean war. In fact, the United 
States private shipping operators did not have enough ships to meet the sharply 
increased shipping needs of the world. Private shipowners expanded their fleets 
but our Government was compelled to reactivate approximately 600 ships from 
mothballs in our national defense reserve fleet in order to properly service the 
free world in its stand against Communist aggression. This meant that our 
merchant marine had to be expanded from a 1,200 ship pre-Korean fleet to over 
2,000 ships in late 1951. 

It is most appalling to realize that the foreign shipping lobbyists were actually 
saying that our Government should have reactivated our ships from mothhalls 
and turned them over to them for operation. At no time did they nor will they 
state that their respective countries would undertake the expensive venture of 
holding large numbers of ships in reserve for world emergencies. Instead, they 
believe that every ship they own should be a paying venture in peacetime and 
in wartime we should give them ships to close a dollar gap. This preposterous 
demand is galling to those of us who think more of preserving freedom in the 
world than we do about a dollar gap. 

In 1952 our exports of goods and services were $20,649 million and our im 
ports were $15,794 million. This left a dollar gap of $4,855 million in the balance 
of payments on goods and services. 

In 1952 the United States ocean shipping receipts were $1,286 million and pay- 
ments were $911 million. Thus, the shipping dollar gap was rapidly narrowed 


to S875 


© $3875 million. 
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It must be noted that in early 1952, after the immediate needs of the world 
faced by Communist aggression in Korea had been met, the shipping needs 
sharply decreased. The United States Government returned the great majority 
of reactivated ships back to mothballs and our merchant marine again shrank 
to the approximate pre-Korea size. 

In 1953 our exports of goods and services were $21,337 million and our im- 
ports were $16,628 million. This left a dollar gap of $4,709 million. 

In 1953 the United States ocean shipping receipts were $1,036 million and 
payments were $904 million. Thus, the shipping dollar gap was further narrowed 
to $132 million. This is only 2.8 percent of the total dollar gap in the United 
States export and import of goods and services account. This certainly deflates 
the argument that our merchant marine is causing a great dollar gap in the 
international balance of payments. 

The foreign shipping lobbyists and uninformed Americans disseminate the 
false argument that every dollar earned by foreign shipowners means the closing 
of the dollar gap by one dollar. The falsehood of this argument is shown in 
table ITT. 


Taste II1.—Relationship of port expenditures in United States ports to ocean 
freight and fare receipts of foreign nations 


{In millions] 


1946 | 1947 | 1948 | 1949 | 1950 | 1951 1952 | 1953 





Freight and fare receipts of foreign operators $132 | $188 | $256 | $304 | $416 | $486 | $561 $595 
Port expenditures by foreign operators in United | 

States ports $162 | $281 | $268 | $291 | $313 | $411 | $462 76 
Pereent of port expenditures to freight and fare | | | 

receipts ; al ‘ --| 123] 149) 105} | 7 | 85 82 80 


You will note that in 1946, 1947, and 1948 the foreign companies paid more in 
expenditures in United States ports than they earned from ocean freight and 
passenger fares. In 1951 they earned $486 million in ocean freight and passenger 
fares and paid $411 million in port expenditures in the United States. Of course, 
the port expenditures of foreign ship operators is a receipt in the United States 
ocean shipping account. This means that 85 percent of the dollars earned in 
1951 by foreign ship operators on ocean freight and passenger fares were returned 
to the United States. In other words, on every dollar of their freight and fare 
earnings the dollar gap was closed only by 15 cents. 

Tabie III shows that for every dollar earned in 1952 by foreign ship operators 
on freight and passenger fares only 18 cents of the dollar gap was closed. In 
1953 for every dollar earned by the foreign ship operators on freight revenues 
and passenger fares the dollar gap was closed by only 20 cents. 

The high cost of port expenditures in the United States is caused by the foreign 
ship operators’ purchase of bunker fuel in the United States which is lower 
priced in the United States than in foreign countries, as well as the high cost 
of stevedoring in the United States ports. 

On the other hand, the expenditures of United States ship operators in foreign 
ports is comparatively low and stable. 


TABLE IV.—Relationship of port expenditures in foreign ports to United States 
NATIONS CHILDREN’s FuNpD, JUNE 3, 1954 


[In millions] 


1946 1947 | 1948 | 1949 1950 | 1951 | 1952 | 1953 


| ———| — a 








Freight and fare receipts United States operators_| $1,093 | $1, 297 $901 $768 $534 | $920 | $793 $541 
Port expenditures by United States operators in | | 
SR EE Se teteatioliite bea cenbinttnndens $186 $231 | $198 | $177 | $138 | $183 | $199 $146 
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1167 


the expenditures of United States ship operators in foreign ports are kept 
relatively low. 

In 1951 the ocean freight and passenger fare receipts of United States operators 
was $920 million while the expenditures in foreign ports was only $183 million. 
This meant that only 20 percent of the ocean freight and fare revenue dollars 
earned by United States operators were returned to foreign countries as port 
expenditures. In 1952 only 24 percent and in 1953 only 27 percent of the United 
States operators’ ocean freight and fare dollars were returned to foreign countries 
as port expenditures. Thus, unlike the foreign countries who actually retained 
only 20 cents of every dollar earned as ocean freight and fare revenues in 1953, 
the United States retained 73 cents of every dollar earned in the same year. 

The above data refutes the argument of the foreign lobbyists and the unin- 
formed American theorists which states that every dollar earned by a foreign 
ship operator means the closing of the international balance of payments dollar 
gap by $1. 

Theorists often charge that our governmental policy toward cargo preference 
for our merchant marine is discriminatory toward foreign merchant marines. 
We wish to point out that every modern nation favors its merchant ships in order 
to assure themselves of an adequate merchant marine. These nations place their 
merchant marines in a favorable world competitive environment by such devices 
as direct subsidy: cargo preference; manipulations or prohibitions in foreign 
currencies; reduced port, consular, and documentation charges for their ships; 
liberal tax benefits; etc. Some nations even discriminate to the degree of having 
preferential berthing facilities for their ships. Their ships dock promptly to 
discharge and load cargo while ships of foreign flags have to wait until the 
uational ships are cleared. Ships of other flags have to wait for long periods. 
During this waiting period at anchor, the national flag merchant ships freely enter 
the ports and dock ahead of ships flying other flags. 

We shall not go into a detailed explanation of the discriminatory merchant 
marine practices of foreign nations. We point out that they do exist. For a 
detailed explanation of this problem we refer to Discriminatory Acts of Foreign 
Governments Affecting Our Merchant Marine, hearings before the Senate Sub- 
committee on Merchant Marine and Maritime Matters (Magnuson subcommittee), 
82d Congress, 2d session. 

We respectfully urge this committee to emphatically reaffirm congressional 
intent by taking another step forward in achieving and maintaining an Ameri- 
can merchant marine adequate for the development of our foreign commerce and 
our national defense. You can do so by taking the lead in having United States 
tlag ships carry a greater proportion of our foreign aid cargoes, cargoes financed 
by our Government, and cargoes for which our Government guarantees the 
convertibility of foreign currencies. 


STATEMENT OF MARGARET F. STONE IN BEHALF OF AUTHORIZATION FOR THE UNITED 
NATIONS CHILDREN’S FUND, JUNE 3, 1954 


I am Margaret F. Stone, chairman of the Citizens Committee for UNICEF, 
which is a legislative clearinghouse for a number of national organizations 
which support continued United States participation in the United Nations 
Children’s Fund (UNICEF). The organizations for which I am authorized 
to make this joint statement are: 

American Association of Social Workers 

American Parents Committee 

Child Study Association of Americ: 

Child Welfare League of America, Inc. 

Friends Committee on National Legislation 

Methodist Church—Woman’s Division of Christian Service of the Board of 
Missions and Church Extension 

National Board of Young Women’s Christian Association 

National Council of Jewish Women 

Women’s International League for Peace and Freedom 

Members of these organizations have had a continuing interest in UNICEF 
since it was established in 1946. They have followed its work on four continents 
and are informed about its program. All of these organizations have shown 
their approval of the program and the fund’s administration of it by voting to 
support continuing United States contributions to UNICEF. 
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As you know, our organizations have appeared before you in the past to request 
the Congress to support the United Nations Children’s Fund. Its outstanding 
achievements have amply justified your confidence and our confidence in this 
program. We are convinced that, with adequate support of the United States, 
along with a growing support from the other contributing countries, the fund 
will continue to take the benefits of modern medicine and modern knowledge of 
nutrition to children in those parts of the world where, through ignorance and 
poverty, their parents have never before had the opportunity to learn what 
can be done to raise their own standards of health, and through better health 
to achieve a better and happier life. 

We are impressed especially by several significant features of the children’s 
fund: 

1. It does not represent simply an outright gift from the people of the United 
States. Rather it is a program of self-help. On’y those countries that have 
indicated that they are able and willing to use their own resources to help their 
children are able to qualify for UNICEF help. Whatever they receive in 
UNICEF funds their governments must match with equal, and often match with 
greater, contributions. 

2. Many of the projects are of a demonstration nature. Take, for example, 
a child welfare center in Burma, or in the Philippines, or in Brazil. UNICEF 
helps to equip the clinic. It supplies thermometers, sterilizers, scales, and in some 
cases simple medicines. These centers, besides serving their immediate goal 
of caring for the children and the mothers of the area, are also used for train- 
ing new child-care workers. In this way the influence of the one center spreads 
as new workers learn modern techniques, and the kind of service that was 
started in the small clinic becomes available within a relatively short time to 
larger and larger numbers of children who need it. These pilot projects can 
be like snowballs in the increase in their size and effectiveness with only a 
small financial pebble to start the ball rolling. 

3. Perhaps the most amazing aspect of the whole Children’s Fund is that 
so much has been accomplished with so littlke money. The total appropriation 
that is requested for the program for fiscal 1955 is only $13,500,000 which is 
to cover the 18-month period from January 1, 1954, to June 30, 1955. Trans- 
lated into terms that are more meaningful to many of us, that figure represents 
a contribution of less than 6 cents per year per person in the United States. 
Less than one pack of cigarettes. Less than our Sunday newspapers or a good 
humor for our own children when the little white truck makes its afternoon visit 
around the streets of many American communities. 

Or again, we might look at it another way. One dollar in any currency con- 
tributed to UNICEF buys enough powdered milk to give 15 children a glass of 
milk a day for a week. One dollar buys enough vaccine to protect 33 children 
against diphtheria, or enough BCG vaccine to immunize 24 children against 
tuberculosis. One dollar buys enough penicillin to treat eight children for yaws. 
Already, under all of these programs, benefits of one kind or another are now 
reaching 20 million new children every year. 

The need of the world’s children is so great, however, that even the full 
United States appropriation of $13,500,000 seems small in comparison with 
the magnitude of the problems that remain. 

Let us also try to view the program of UNICEF in what seems to many of 
us its historical perspective. As we watch today the struggle between two 
competing philosophies of life, we see the totalitarian state subordinating the 
individual to the impersonal authority of the state, and in contrast we see 
UNICEF, a cooperaive voluntary partnership to help each individual wherever 
he may be and however great his need. The potentialities for good are almost 
beyond the grasp of the imagination. It may well be that the historian of 
the future will give credit to the work of just such humanitarian undertakings 
as this Children’s Fund for serving as the instrument that marks the turning 
point in the vast struggle against the great evil rampant in the world today. 

When we view this modest project with the vision of the future, it appears 
almost too small for the size of the job it is doing. Instead of imposing for 
this next fiscal year a restriction on the funds to be authorized through the use 
of a lower matching formula, 60-40, that may impose a delay in the initiation 
of projects already planned for the immediate future because the matching 
funds from the other governments would not be available until new budgets 
are authorized, it would be better to leave the formula unchanged for this neXt 
year so that the children may begin to benefit now—not several years from 
now. If any such reductions must be made, the reduction should certainly be 
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made only very gradually over a period of years. As Mrs. Bolton has said, 
“Children are all the future we have” but, according to Dr. Eliot, “You can’t 
feed a child tomorrow and expect him to grow today.” 

We respectfully urge a continued United States support of UNICEF that is 
unhampered and in accord with the generous spirit of the American people. 





STATEMENT BY ROBERT EMMET Ropes, New YorK, N. Y., COMMANDER, 
Morocco Post, AMERICAN LEGION 


My name is Robert Emmet Rodes. I reside at 34 West 65th Street, New 
York City. I have a place of business at 35 Rue des Martigues, Casablanca, 
Morocco, and hold commercial registration No. 45248 from the French Pro- 
tectorate Government permitting me to trade in all commodities. This business 
was established in 1946, shortly after I was demobilized after World War II. 


Morocco’s economic opportunities 

As Chief, North African Section, Office of Strategic Services, it had been my 
duty to thoroughly know Morocco, including its people and its economy. I was 
impressed with its opportunities and with the popularity of Americans and 
American products among its people. The treaty status of the country requires 
completely free competition in enterprise and trade. This appealed to me both 
as a basis for my personal activities and as a means of showing up, by com- 
parison, the regimentation which was the scourge of Europe and especially of 
the French Empire. Both American and French officials assured me that this 
treaty status (waived as a war emergency measure) would be restored rapidly. 
Good progress was made—but lost after certain changes in our Department of 
State. 

Five years of illegal acts 

Since 1949 I have presented evidence to this committee and other congressional 
committees that French officials, with our State Department’s support, are 
violating the treaties between the United States, France and Morocco. These 
treaties require free competitive economy. They assure United States enter- 
prise, trade and investment in or with Morocco complete equality with those of 
France. They guarantee Morocco the right to buy, sell, and obtain capital in 
worldwide competition. 

In July 1951, I told you that two acts of Congress intended to end these vio- 
lations had been evaded by the Department of State and I described the sub- 
terfuges which accompanied these evasions. The validity of the treaties was 
subsequently reaffirmed by the International Court of Justice. The verdict and 
the Cuurt record vindicate my previous statements. 


Connally amendment ignored 

The Senate’s 1950 ECA bill included a proviso directing that United States 
treaties with ECA participants remain unchanged by executive acts and, in 
effect, requiring that France’s “counterpart funds” be withheld until the United 
States-Moroceo treaties were complied with. In conference the proviso was 
combined with another-—-the Connally amendment. This required action by the 
ECA Administrator in all cases cited to him by the Department of State. The 
Department was not required to report substantiated complaints but promised 
to do so, as the late Chairman Kee’s conference report shows. 

This legislation was discussed during this committee’s hearings in 1951, as 
follows: 

“Chairman RicHarps. As I remember it you were opposed to the Connally 
amendment. 

“Colonel Ropres. I was because I did not believe that anything which gave the 
Department of State any discretion would be carried out. * * * The joker in 
the Connally amendment was that the Department of State would have to certify 
to ECA that abuses were going on. The Department merely refrained from 
certifying.” 

The Connally amendment still is law. A United States consul in Morocco 
admitted French discriminations such as it envisaged, but stated that he had 
not reported them because he had ho instructions to do so. The Department 
of State states that it has not certified violations to the Mutual Security Ad- 
ministrator because none have been reported by the consulate. 
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However, this amendment helped our oil companies work out excellent ar- 
rangements in Britain. I would like to suggest that clean-cut mandatory legis- 
lation helps everyone. Permissive legislation, like the Connally amendment, 
serves primarily as an excuse for high-level concessions to interests influential 
enough to pound desks at the ambassadorial or the Cabinet level. 


Appropriation amendment evaded 

When State Department promises to act under the Connally amendment had 
proved “not worth the paper they were written on” (as Senator Wiley put it), 
the “Hickenlooper amendment” was passed. This was meant to withhold all 
United States aid from France until United States treaties with Morocco were 
enforced. Two or three days before this law would have become operative, 
France, with the cooperation of our State Department, filed suit against the 
United States in the International Court of Justice, seeking to have the treaties 
declared invalid. The State Department agreed that both the aid and the treaty 
violations should be continued pending the Court’s decision. I claimed to you 
that the suit was specious and was contrived to nullify the clear intent of a law 
passed by Congress. 

The will of the Department of State overrides that of Congress 

This State Department action was widely condemned. The Senate approved 
a report by its Appropriations Committee raising “the primary consideration as 
to whether the will of Congress or the will of the Department of State shall de- 
termine conditions under which United States appropriations are disbursed.” 

Senator Saltonstall, a member of the conference committee which adopted 
the final language of the amendment, wrote Secretary Acheson: 

“Mr. [Assistant Secretary] McFall * * * made it clear that your Department 
had decided to tolerate all of the abuses I mentioned. Mr. [Deputy Under- 
Secretary] Hummelsine’s memorandum * * * confirmed this decision and inti- 
mated that your Department's own agreements had modified the Moroccan 
treaties. * * * 

“The appropriation amendment was clearly intended to give France her op- 
tion of making Morocco comply with our treaties or of foregoing our economic 
aid. It is evident that the intended criterion is the wording of the treaties 
themselves and that this was adopted after full consideration of your Depart- 
ment’s reasons for wishing to substitute other criteria. * * * 

“] * * * believe that the suit should not nullify the legislation by continuing 
aid while treaty violations admitted by your Department continue.” 

The late Representative BE. BE. Cox, writing to Mr. Averill Harriman to recom- 
mend that President Truman overrule Secretary Acheson, stated: 

“I believe that it is the duty of the Department of State to enforce them 
[treaties] and that this should be based on an interpretation which excludes 
all possibility that the treaties have been altered without advice and consent 
of the Senate. I also believe that the intent of the amendment to the General 
Appropriations Act should be carried out and that this determination of the 
Secretary of State to oppose the clear will of Congress is particularly unfortunate 
at this time in view of his many other acts which detract from the confidence in 
the administration which should prevail in Congress.” 


Department claims of good faith in Hague suit prove unfounded 


In reply to these charges, the Department claimed that submission to the suit 
was mandatory. In court, it denied this mandatory jurisdiction. (See exhibit 
1.) The Department promised that the suit would be defended to the best of 
its ability. United States attorneys admitted that at the insistence of French 
diplomacy they were prevented from using certain valuable arguments during 
the trial. The Department stated: “What the Court will do will be to deter- 
mine exactly what rights the United States is entitled to in Morocco” (Depar- 
ment memorandum of May 1, 1952). The Department now pretends that a 
“difference in interpretation” is holding up enforcement of the verdict. (No 
valid misunderstanding of the Court’s clearcut wording is possible but the 
Department still seeks any pretext to shun the free economy which the verdict 
unquestionably reestablishes). (See exhibit 2.) 

Court confirms Congress’ views but verdict is not enforced 

The Court's verdict in August 1952 thoroughly upheld congressional views and 
action. It held that our treaties had been violated since 1948. It ruled that 
France must maintain free competition in Morocco and treat the United States 
equally with France in all economic matters, and that France is not entitled to 
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any economic preference in Morocco. It ruled that the establishment of the 
French protectorate had not modified the prior treaties or Morocco's prior 
economic status. Despite laws and other congressional pronouncements this 
verdict has not been enforced. 

French contempt for verdict 

After the verdict French officials rescinded an embargo on United States 
imports, specifically outlawed by the Court, but by tying up funds from sales 
of such imports accomplished the same result. Restrictions on exports to and 
investments from the United States remain as before the trial. So do cartels 
and other devices to suppress competition. The French press pointed out that 
France’s trade with Morocco remained stable while that of the United States 
dropped, after our great allies’ pyrrhic victory at The Hague. (A comprehen- 
sive report on French acts in violation of the Court verdict is contained in a 
statement by the American Chamber of Commerce of Morocco annexed to this 
statement). 

French officials threaten Americans 

French officials charged officers of the American Chamber of Commerce of 
Morocco with “preposterous audacity to come here with claims based on * * * 
the decision of a bunch of old — Ss who sat as judges at The Hague Court and 
who contended that the Treaty of Algecuras is still valid.” These officials 
warned that diplomatic “conversations” on the verdict would take a long time 
and that the French Government could afford to wait—better than American 
businessmen. They warned that continued protests by the chamber to the 
United States Government would bring reprisals against its entire membership 
(American Chamber of Commerce of Morocco circular Report of Meeting With 
Protectorate Officials, January 13, 1953). 

State Department officials also refuse to enforce verdict 

After the verdict was rendered, important residues of the restricted 1951 
appropriation were paid, although all doubt as to treaty violations was ended. 
The Department’s opposition to enforcement is as determined as ever. Assistant 
Secretary Byroade states that insistence upon United States economic equality 
with France (which he knows that treaties guarantee and Congress has insisted 
upon) is “asking for a pound of flesh.” 

The Department’s Director for Africa states that he knows of 20 other loca- 
tions where discriminations are just as bad, and sees no reason for singling out 
France for this one. This officer resided in Paris for over 10 years before enter- 
ing the Department. He usually sides with French officials. He was first 
secretary in our Paris Embassy, which has consistently failed to protect our 
rights in Morocco. He represented the Embassy on the United States team at 
The Hague trial. He was subsequently decorated by French ollicials in Morocco, 
although an Executive order prevents his acceptance of foreign decorations. 

Both these officials were appointed by Mr. Acheson and are as opposed to free 
competition as ever. They admit that they have not demanded compliance with 
the treaties or the Court verdict. They admit that they have not instructed 
their officers in Morocco to oppose French legislation and acts contrary to the 
verdict nor to defend Americans’ interests injured or jeopardized by such acts. 
They refuse to ask indemnities for business losses and customs overcharges 
which the Court declared illegal. 


1958 law also evaded 

Last August Congress passed another restriction, on counterpart funds, in 
the current mutual security appropriation. A few days after this law was 
passed the French press announced that the Department of State would minimize 
the effect of the amendment. They were right. So far, $600,000 has been with- 
held. Hewever, this amendment did make it necessary for the Department’s 
legal adviser to rule that the treaties are being violated. Confronted with this, 
Mr. Byroade claims the right to set these treaties aside, although he admits that 
the Senate voted to the contrary. 


United States defaults on treaty obligations to Morocco 


Apart from the United States rights involved in this issue, the Court verdict 
and the United States pleadings both make it clear that the United States has 
an obligation by treaty to support free economy in Morocco. We are defaulting 
on this by supporting French exploitation which has raised the Moroccans’ 
living cost at least 38 percent over what it would be if we had honored our 
commitments. 
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Commenting on legislation passed last fall, Mr. Matthew Woll, first vice presi- 
dent of the American Federation of Labor and chairman of the federation’s 
international labor relations committee, wrote Senator Bridges as follows: 

“The combining of the French Zone’s economy with that of France, separat- 
ing it from the other zones of Morocco, is one more in the long series of French 
acts intended to divide Morocco, destroy its sovereign status, and exploit its 
working population. It especially damages the living standard of Moroccan 
workers. Their necessities are supplied almost entirely by France and are 
notoriously overpriced. 

* * + * a ” * 


“We hope this legislation will be effective in restoring to Morocco the benefits 
of world competition to which her treaties, and ordinary justice, entitle her. 
* * =” 

(Other national or important local organizations have advocated enforce- 
ment of United States-Morocco treaties, since I testified to you in 1951. They 
include American Legion, Chamber of Commerce of the State of New York, Com- 
merce and Industry Association of New York, Textile Export Association, and 
Textile Workers Union CIO.) 


Department admits legal merit 


Mr. Byroade stated that I am “entirely right from a legalistic point of 
view.” The Department’s latest memorandum states that “some of this group’s 
arguments are not without legal merit but they refuse to acknowledge that there 
are practical aspects to the problem.” When Congress gave the Department a 
practical solution—to withhold aid until treaties were honored—the Department 
failed to act; instead it raised questions of legality. Now that the International 
Court has adjudicated these, it questions the “practical aspects.” If the legal 
decision resulting from the Court’s action were not to be observed, what was the 
trial for? This is further proof that the Department went to court only to 
evade your mandate. 


Department of State still refuses action 


The latest statement put ont by the Denartment is an undated memorandum 
given to the Senate Appropriations Committee on May 14, 1954. It states: 

“At present the Department is seeking to revive conversations with the 
French in an effort to arrive at a clearer understanding * * *,” 

The French, having everything they want, just as if Congress and the Inter- 
national Court had never intervened, are making good their boast by dragging 
out these “conversations.” Mr. Acheson’s appointees are helping them. 


Legislative remedy requested 


To remedy this situation at long last, TI earnestlv request that you add langu- 
age to the Connally amendment to make it mandatory, and to substitute the 
clearcut criterion of “treaty violation” for the vague one of “discrimination.” 

Pronosed amendment to section 113, subsection (n) of Economic Cooperation 
Act of 1948, as amended (sec. 104 (d) of Public Law 535, 81st Cong.) : “Provided 
further, That if any participating country or any dependent area of such country 
shall (1) fail to comply with all terms of any treaty to which the United States 
and sveh country or denendent area are parties and which treaty has been 
reaffirmed bv the International Court of Justice or (2) fail to justly and promptly 
compensate United States citizens for losses or damages resulting or having 
resnited from acts determined hy the International Court of Justice to be con- 
trary to such treaties, the Secretary of State shall promptly notify the Adminis- 
trator of such failure and the Administrator shall take such action as he finds 
necessary to assure full compliance with such treaties and payment of such 
compensation : provided also that in implementing this amendment the Secretary 
of State and the Administrator shall deem that terms of the treaties in question 
have not been and may not be modified or waived by any executive act or 
diplomatic agreement.” 

Erhibit I 


EXAMPLE OF STATE DEPARTMENT DECEPTION 


The Department of State on October 28, 1950, decided to evade an anpropria- 
tion restriction intended to enforce treaties by claiming that it was reauired to 
submit the issue to the International Court of Justice. The following statements 
are self-explanatory : 

Department of State, November 28, 1950: 
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“The United States is subject to the mandatory jurisdiction of the Court in 
eases of this kind and * * * French action in submitting an application to the 
Court leaves the United States with no alternative but to agree to this means of 
settling the dispute.” (Letter from Under Secretary Webb to Commerce and 
Industry Association of New York, reproduced and circulated to Congress and 
the public.) 

Senate Appropriations Committee, August 21, 1951: 

“The committee feels that the claim regarding mandatory jurisdiction is un- 
substantiated” (p. 11, Rept. 697, S2d Cong., 1st sess.). 

State Department, December 1, 1951: 

“The United States Government does not raise any jurisdictional issue in the 
proceedings even though it does not concur in the allegations with respect to 
compulsory jurisdiction which have been presented by the French Government, 
it being its understanding that its abstaining from raising the issue does not affect 
its legal right to rely in any future case on its reservations contained in its accept- 
ance of the compulsory jurisdiction of the Court” (from p. 8, United States 
Counter-Memorial to ICJ, The Hague, December 1951). 


Echibit 2 
MOROCCAN TREATY VIOLATIONS 


* * * * * * . 


When Congress made aid payments to France conditioned upon compliance 
with these treaties, France with State Department assent sued to invalidate 
them. France lost. In August 1952 the Court found that the 1906 treaty of 
Algeciras is still valid and that it requires free competitive economy in Morocco 
and assures the United States complete economic equality with France. It held 
that a 1948 embargo on United States imports violated treaties. 

Frace replaced the embargo with other discriminatory legislation having 
the same end result and maintained all other treaty violations, although they 
conflict with the principles laid down by the Court. Department officials ap- 
pointed by the last administration still have jurisdiction. They have always 
opposed the free competition and American equality which the treaties and the 
verdict require. In defending their inaction, they state: 

“As explained in the attached memorandum of January 13, 1953, the major is- 
sue in the case before the International Court of Justice was whether the system 
of import controls put into effect by a decree of December 30, 1954 [sic—they 
mean 1948] contravened the treaty rights of the United States.” * 

The deceptive nature of this statement is apparent from the Department’s own 
records: 

The Department summarized the French contentions in the case as follows: 
“that the United States treaty position is anachronistic, that certain of our treaty 
rights have ceased to exist, or have been superseded by later agreements or poli- 
cies” (Department press release No. 1111, October 28, 1950). 

The United States attorney, summarizing the case before the Court, stated: 

“In concluding the oral presentation of its case the United States would like 
to reiterate what it regards as the real issue in this case. The real issue is 
whether the principles of the Act of Algeciras will continue to guide the destinies 
of Morocco.” 

The summation, thus begun, fills 2 pages with over 1,200 words divided into 
10 paragraphs. The decree in question is mentioned only in one sentence and 
then only to support the charge that: 

“The French Government plainly proceeds on the assumption that it is entitled 
to integrate the economic affairs of Morocco with its own and to take over or 
do away with all the rights and obligations of the parties of the Act of 
Algeciras.” 

The summation ends as follows: 

“The specific issue is between two views which will determine the future 
development of Moroccan economy. The decision of the Court will determine 
whether the Moroccan economy will develop in the manner contemplated in the 
Act of Algeciras.” 








1 Quotation is from an undated memorandum currently circulated by the Department 
and given to Senate Appropriations Committee on May 14, 1954. The January 18, 1953, 
memorandum usually is attached as stated. It was omitted in the case of the Appropria- 
tions Committee. 
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The Court decided the “specific issue” in the following excerpts from its 
findings: 

“The principle [economic liberty without any inequality] was intended to be 
of a binding character. * * * The establishment of the French Protecto- 
rate * * * did not involve any modification in this respect.” 

“Morocco, even under the Protectorate, has retained its personality as a state 
in international law. * * * In economic matters France is accorded no privi- 
leged position in Morocco. Such a privileged position would not be compatible 
with the principle of economic liberty without any inequality. * * *” 

“The United States can claim to be treated as favorably as France as far 
as economic matters in Morocco are concerned.” 

This deliberate deception has been called to the Department’s attention for 
over a year. 

The reason for it is obvious. If France can contend that the case ended only 
the embargo decree she is free to replace it with other legislation having the 
same end result and to continue preferential treatment for French cartels, in- 
vestments, and purchases of Moroccan products. She is doing all of this. If, 
on the other hand, France is forced to honor the principles set forth in the 
verdict and the treaties which the verdict reaffirmed, free competitive economy 
will be reestablished in Morocco. State Department officials oppose this as 
steadfastly as ever. 


Erhibit 8 
LABOR, TRADE, AND VETERANS’ OPINIONS ON MOROCCO ISSUE 


The Department of State tries to make this an issue primarily involving 
Americans resident in Morocco. Although not even one American should be 
deprived, by State Department officials, of rights given him by the treatymaking 
authority of the United States, the issue is far broader. The treaties mean that 
any American in the United States may buy, sell, invest, or liquidate and collect 
in Morocco, even by mail, without any inconvenience of French official making 
which would not identically confront a competitor in France. The principle that 
this requirement is valid and should be enforced is supported by many important 
organizations, some of whose opinions are expressed in the attached communica- 
tions. Their inclusion in your record would be appreciated. 

(Attachments: American Federation of Labor, letter to Senator Bridges of 
January 22, 1954; Textile Workers’ Union, CIO, letter to Senator Bridges, March 
23, 1954: Commerce and Industry Association of New York, letter to Secretary 
Dulles, April 26, 1954; Textile Export Association of the United States, letter 
to Secretary Dulles, March 29, 1954; American Legion, national public relations 
division, press release entitled “Rights of American Citizens in Morocco” (from 
p. A-8039, Congressional Record, April 27, 1954).) 


AMERICAN FEDERATION OF LABOR, 
INTERNATIONAL LABOR RELATIONS AND 
Free TRADE UNION COMMITTEES, 
January 22, 1954. 
Hon. Stytes BripGeEs, 
Chairman, Senate Appropriations Committee, 
Washington, D. C. 
DeAR SENATOR BRIDGES: * * * 
* * a oo ca * * 

We have been gratified by the Appropriations Committee’s legislative efforts 
to enforce treaties giving the United States equal economic rights in Morocco. 
We not only resent the discrimination which deprives us of a traditional outlet 
for our products and source of raw materials. The combining of the French 
Zone’s economy with that of France, separating it from that of other zones of 
Morocco, is one more in the long series of French acts intended to divide Morocco, 
destroy its legal sovereign status and exploit its working population. It espe- 
cially damages the living standard of Moroccan workers. Their necessities are 
supplied almost entirely by France and are notoriously overpriced. 

Our respected colleague, Andre Lafond, Secretary of the Force Ouvriere, 
France’s leading anti-Communist federation, explained this clearly when he 
wrote: 

“The French internal market is for it (French business) a ‘patrolled posted 
hunting preserve.’ 
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“It is determined to act upon the government so as to preserve its tariffs, 
quantitive restrictions, etc. In adddition, it envisages an enlargement of this 
market into French overseas territories, bringing into play there again prefer- 
ential customs regimes, quantitative quotas and all other devices which permit 
monopoly by the eviction of competition.” 

We understand that your committee will follow up on the results of the legisla- 
tion regarding Morocco which it approved and which is now in force. We hope 
this legislation will be effective in restoring to Morocco the benefits of world 
ompetition to which her treaties, and ordinary justice, entitle her, and in 
reestablishing the United States treaty-guaranteed right to equal economic 
treatment with France in Morocco. 

Sincerely yours, 
MATTHEW WoOLL, Chairman. 





TextTILeE WorKERS UNION oF AMERICA, 
Washington, D. C., March 28, 1954 
Hon. STYLES BrIDGEs, 
Chairman, Appropriations Committee, 
United States Senate, Washington 25, D. C. 

DEAR SENATOR Bripces; Last July we requested the Senate Committee on Ap 
propriations to take action designed to assure United States trade equality with 
France in Morocco, as guaranteed by treaties reaffirmed by the International 
Court of Justice. Legislation was adopted but we now find that it is applied in 
a manner which does not accomplish the result which was sought. One concrete 
result of the rider last year was that the Department of State was obliged to 
formally rule that our Moroccan treaties are violated. No concrete steps have 
been taken to correct the discrimination which the ruling acknowledges. 

It should go without saying that it is the duty of the Department of State to 
enforce treaties, even without special legislation requiring it to do so. The 
legislative history of this case should make it especially incumbent upon the 
Department to require compliance with the treaties in question. This has not 
been done. 

We would like to reaffirm the stand set forth in our letter of July 21, 1953, of 
which a copy is attached, and request that you and your colleagues of the Ap- 
propriations Committee intervene to cause the Deparment of State to fulfill its 
duty of enforcing these treaties without further delay. 

Very truly yours, 
JOHN W. EpELMAN, 
Washington Representative 





COMMERCE AND INDUSTRY ASSOCIATION OF NEW YorK, INC., 
New York, N. Y., April 26, 1954. 
Hon. JoHN Foster DULLES, 
Secretary, Department of State, 
Washington, D. C. 

Dear Mr. SEcretTARY : Back in 1950 this association urged President Truman and 
Secretary Acheson to enforce treaties granting the United States economic 
equality with France in Morocco. We also made our views known at congres- 
sional hearings, and subsequently legislation was enacted intended to end the 
violations. 

In August 1952 the International Court of Justice rendered a verdict upholding 
the view that French Morocco must maintain a system of free competition 
and complete equality between the United States and France in all economic 
matters. However, this verdict is still not being applied almost 2 years later. 

Disregarding the loss of our trade in Morocco, we do feel, as stated in earlier 
correspondence, that respect for treaties is essential for all satisfactory trade 
relationships and is of fundamental importance to our entire foreign policy. 

Because of the basic principle involved, and in spite of the heavy burden on 
your shoulders at the present time, we believe that the history of the case in- 
dicates the need for your personal attention. 

Yours sincerely, 
JosepnH A. SInciarr, Secretary 
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TEXTILE Export ASSOCIATION OF THE UNITED STATES, 
New York, N. Y., March 29, 1954. 


llon. JoHN Foster DULLES, 
Secretary of State, Washington, D. C. 

Dear Secretary Duties: This letter is to request that you act to restore to 
our members and to all Americans the right to trade in the French zone of Moroc- 
co on a basis identical with that prevailing before the establishment of the French 
protectorate and similar to that now in force at Tangier. 

Our members individually, and through the Textile Export Association of the 
United States, frequently have complained that French protectorate authorities 
deprive them of former trade, despite treaties guaranteeing them the right to 
compete freely in Morocco. A statement by the export association figured in 1950 
Senate debates which led to legislation intended to deprive France of United 
States aid until United States-Morocean treaties are restored. 

We were told that this law would not be enforced until the International Court 
of Justice had judged the validity of the treaty rights in question. In our opinion, 
this was merely a means to evade the law since, it is obvious, the protectorate 
could not legally have modified prior treaties. Our opinion was confirmed by 
the International Court, which declared that the principles of the Treaty of 
Algeciras were not altered by establishment of the protectorate. These treaty 
violations in the French protectorate had no serious excuse before the Court 
ruled on them. Since the ruling all excuse, however flimsy, has been removed. 

The verdict was rendered on August 27, 1952. France, under international 
law, should have implemented it on that date. It still is not implemented. Our 
members and their customers still encounter handicaps in the French-adminis- 
tered zone of Morocco which French manufacturers and their customers do not 
encounter. Our members do not encounter these handicaps and their French 
competitors do not enjoy advantages in the internationally administered zone 
of Morocco, where the same treaty is applicable and is respected. 

In 1952 our exports of cotton textiles to Morocco amounted to 6,582,270 square 
yards. In 1953 they dropped to 252,428 square yards. 

We would appreciate your letting us know what your Department has done 
to extend to the French zone of Morocco the free competition and equality now 
enjoyed by United States trade at Tangier, and when our members may begin 
operating under this regime. 

Yours sincerely, 
JoHN W. Murray, Secretary-Treasurer. 





[From the Congressional Record of April 27, 1954, p. A3039] 


RIGHTS OF AMERICAN CITIZENS IN Morocco 


EXTENSION OF REMARKS OF HON. HAROID A. PATTEN, OF ARIZONA, IN THE HOUSE OF 
REPRESENTATIVES, APRIL 26, 1954 


Mr. Speaker, under leave to extend my remarks in the Record, I wish to include 
a release of November 13, 1953, issued by the American Legion, national public 
relations division: 

“WASHINGTON, D. C., November.—Asserting that rights of American citizens 
in Morocco have heen jeopardized by lack of enforcement of the United States- 
Moroccan Treaty and an International Court decision, the American Legion has 
officially reiterated its call for equal treatment of United States nationals and 
trade by the Moroccan Government. 

“The action was taken by the 35th American Legion National Convention at 
St. Louis, Mo., September 3. 

“The convention approved by resolution the following policy statements in its 
foreien relations committee’s report: 

“We definitely oppose any modification or waiver of treaty terms by the 
executive branch of the Government without the consent of the Senate. * * * 

“The American Legion has consistently endorsed the principle that treaty 
rights of the United States and its citizens cannot legally be changed or waived 
by Executive action or by individual acts of United States officials. We have 
had reason to feel that the rights of American citizens in Morocco have been 
placed in jeopardy by lack of enforcement of the United States-Moroccan Treaty 
and of an International Court decision. The American Legion reiterates its 
stand taken in November 1949 on the enforcement of treaty obligations.’ 








“The national executive committee of the Legion on November 5, 1949, unani- 
mously adopted Resolution 62 stating: 

“*Whereas Morocco Post No. 1 on January 19, 1949, adopted a resolution com- 
plaining of practices of officials of the French Protectorate of Morocco, contrary 
to treaties between the United States and Morocco; and 

“*Whereas the study has been made and substantially justifies the complaint: 
Therefore be it. 

“* *Resolved— 

“*1, That the Government of Morocco be required to comply with all terms of 
its treaties with the United States; and promptly adjust claims arising from 
violations. 

“2. That the Moroccan Government be required to cease all acts tending to 
place United States nationals and trade in Morocco in a less favorable position 
than those of any other nation.’ ” 


Exhibit 4 


‘ 
COMMENTS ON MATERIAL CURRENTLY CIRCULATED BY THE DEPARTMENT OF STATE 
ENTITLED “THE MorROCCAN TRADE PROBLEM” 


(An undated memorandum under the above title is currently being circulated 
to Congress and the public by the Department of State. The usual attachments 
and the basic memorandum total about 30 pages. At times a circular dated 
January 15, 1953, is omitted, especially to persons who are prone to be critical 
of this last-minute effort of the previous administration to excuse its actions in 
this matter. The document is critical of a group which evidently is the American 
Legion’s Morocco post and of “a member of this group” who is evidently Robert 
BE. Rodes. Comments on this material as submitted to the Senate Appropria 
tions Committee on May 14, 1954, at its hearings on State Department appro- 
priations are attached. It is requested that they be put in your record.) 


DEPARTMENT OF STATE MEMORANDUM (UNDATED) ENTITLED “THE Moroccan 
TRADE PROBLEM” 


Certain statements in the subject document should be examined in the light of 
facts related to them. 

Department statement: “The argument is mainly, but not entirely, concerned 
with the rights of American businessmen residing in Morocco * * *,” 

The fact: The broad issues are respect for United States treaties and whether 
American labor and industry shall be denied treaty guaranteed outlets for their 
products and sources of raw material. These reasons have caused outstanding 
labor unions and trade organizations to formally support enforcement of these 
treaties. They all have normal American consideration for independent busi 
nessmen but their stated objectives would be served by trade, whether through 
personal contact, through agents, or by mail. 

Department statement: “From 1945 to 1948 some 40 or 50 Americans, mostly 
ex-servicemen * * * were able to reap substantial profits because treaties place d 
them in a highly advantageous position vis-a-vis French businessmen. * 
The problem has been magnified by a small group of American 5 
desirous of returning to the conditions of 1945 to 1948.” 

The facts: The Department knows perfectly well that preferential treatment 
is possible only because of the controlled economy which it fosters. When free 
competition is restored anyone of any nationality in Morocco will buy from or 
sell to the United States, by mail if he chooses. American traders wi!! prosper 
only if they fill an economic need. Certain Americans evade existing Moroccan 
laws which conflict with treaties and profit therefrom. These men su; port the 
Department in preserving controlled economy. 

Department statement: “A member of this group has used correspondence and 
interviews with the Department in a highly questionable manner. The consul 
general at Casablanca was presented with a memoradnum of conversation pre 
pared before the conversation took place.” 

The facts: Statements and correspondence of an unclassified nature were 
reproduced and circulated. This is highly objectionable only because they 
reveal facts which the Department prefers to conceal. (Copies attached.) 

Two Americans appeared before the Consul General and made a joint state- 
ment. The memorandum confirmed the statement, a very usual procedure. 
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(This statement pointed out that material being circulated by the Department 
was inaccurate. The Department continued to circulate it for 7 months.) 

Department statement: “It is argued that American businessmen can obtain 
equality of treatment only if (@) exchange controls are rescinded or (b) the 
present link between the French and the Moroccan franes which makes them 
freely iterchangeable, is severed.” 

The facts: Cartels and other means of suppressing competition are maintained. 
They violate our treaties. They lack even pretended relation to exchange 
controls. 

The Court held that Morrocco must preserve free competition, that France 
is not entitled to a preferred economic position in Morrocco and that the United 
States is entitled to be “treated as favorably as France as far as economic mat- 
ters in Morocco are concerned.” This ruling was after full consideration of 
Moroeco’s exchange controls. 

There is no argument. Morrocco may not differentiate between France and 
the United States in any economic transaction. While the mechanics of com- 
pliance are Morrocco’s own problem into which the United States should not 
enter, the Department knows that United States defense operations in Morocco 
currently provide far more dollars than Morocco needs. It also knows that 
the freedom our treaties guarantee would greatly stimulate United States 
investments in Morocco and Moroccan exports to the United States. 

Department statement: “Some of this group’s arguments are not without legal 
merit but they refuse to acknowledge the practical aspects of the problem.” 

The facts: The Assistant Secretary having jurisdiction, after consulting 
with counsel stated that this group’s arguments are “entirely correct from a 
legalistic point of view.” From a practical viewpoint, why was there a trial if the 
juridical findings were to be discarded? 

Department statement: “This Government will continue to do everything it 
reasonably can” (for American interests). 

The facts: The Assistant Secretary of State handling the matter termed in- 
sistence on treaty compliance “asking for a pound of flesh.” His Director for 
African Affairs states that he knows 20 places where discrimination is just as 
bad and sees no reason for singling out France in this instance. A government 
doing everything it can would not use officers who do not want their mission to 
succeed. 

Department statement: “This Government gave its assent to the application 
of Moroccan exchange controls to Americans in 1944. This assent has never 
been withdrawn.” 

The facts: The State Department gave its assent, making it clear that this 
was a war-emergency measure to prevent traffic with the enemy. The pro- 
cedure of submission of local laws to our State Department, a part of extrater- 
ritoriality, was, at France’s inSistence, ended by the International Court. Such 
assents covered, in any event, only specific texts of laws which were presented. 
These consents were executive acts which cannot alter or waive treaties. 

It is dishonest to imply that not only that United States treaties have been 
modified by a consent procedure which the International Court, at France’s in- 
sistence, ended, but that the consent modified the Court’s verdict rendered 8 years 
later and that it is extended, by implication, to validate legislation passed after 
the verdict was rendered and which patently conflicts with it. 

Department statement: “Although the United States does not believe that 
France is fully complying with the treaties in question and the verdict of the 
International Court of Justice, France takes the position that it is.” 

The facts: French claims published so far are not based on the treaties as 
reaffirmed by the Court but on a private agreement with the Department to 
waive them. (Confirmed by item next above.) The Department’s argument 
should be clean-cut—that the verdict established the free economy and complete 
equality between the United States and France which existed before the pro- 
tectorate and still exist at Tangier where an international commission enforces 
the same treaties. Instead the argument is the complex one of whether France 
is setting aside the treaties to a greater extent than the Department has agreed to. 

Underlying the whole dispute is and always has been the determination of 
certain Department officials not to restore free competition. If the argument 
had been in good faith a Court clarification could have been had long since. 

Department statement: “The Government of France is unhappy with the 
Department’s opinion that it is not complying with the decision of the Inter- 
national Court [and claim] that the United States is attempting to enforce a 
unilateral interpretation of the Court’s decision.” 
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rhe facts: Remarks next above apply about compliance. 

As for unilateral action: Since 1949 France has been depriving the United 
States and its citizens of business by measures which in 1952 the Court unani 
mously found illegal. During part of this time France also received aid to which 
the verdict established her ineligibility. 

Present action is even more patently illegal than that of 1949. If unilateral 
action is again to be taken, it is the United States turn to take it, reminding 
France of these circumstances and that she received half a billion dollars only 
because of State Department leniency and reliance on her engagement to abide 
by the Court’s verdict. There is no reason why France should have a monopoly 
in unilateral action. 


MorRoccaAN TREATY VIOLATIONS 
FOUR YEARS OF FRUITLESS CONVERSATIONS 


(By Robert Emmet Rodes) 


In 1949 the Department of State agreed to set aside treaties which require free 
competitive economy in Morocco, guarantee the United States complete equality 
with France in Morocco’s economy and by which both the United States and 
France have guaranteed Morocco the right to buy, sell, and obtain capital in 
unrestricted world competition. 

In 1950, urging that ECA aid be curtailed to France until these treaties were 
honored, Senator Alexander Wiley stated: 

“The Moroccan abuses are before the Senate for the fourth time. The State 
Department * * * has stated that ‘it is understood that steps are being taken to 
create a more favorable atmosphere,’ that action by Congress would be ‘drastic 
and inept’ and would damage our relations with France. Just how much 
further does it wish to go, in our pursuit of a favorable atmosphere? I do not 
believe our relations abroad were ever improved by a policy of weakness which 
only makes us ridiculous. I think this farce has continued long enough and 
hope the amendment reported by the Appropriations Committee will be adopted” 
(p. 11491, Congressional Record, July 28, 1950). 

Since then Congress has passed two laws (including the one Senator Wiley 
recommended) to enforce these treaties. The International Court of Justice 
has reaffirmed them. An Assistant Secretary and other officials whom Mr 
Acheson appointed still have jurisdiction. They continue the 1950 “policy of 
weakness which only makes us ridiculous.” 

They report the current situation as follows: 

“The Department has raised and is now exploring with the French the ques- 
tion of whether the French Government would enter into further discussions, 
which might lead to changes in the present situation in Morocco” (p. 4, circular 
dated April 8, 1954). 

Their “pursuit of a favorable atmosphere” included giving France half a 
billion dollars in aid without requiring the treaty compliance which Congress 
made a condition of the grant. The pursuit is lagging now: 

“The Government of France is unhappy with the [State] Department's 
opinion that the Government of Morocco is not complying with the decision of 
the International Court of Justice, reaffirming our rights under the Act of 
Algeciras” (State Department undated memorandum submitted to Senate Ap- 
propriations Committee on May 14, 1954). 

Even this unhappiness has not lessened the Department’s persistence. It 
states: 

“At present the Department is seeking to revive conversations with the French 
in an effort to arrive at a clearer understanding * * *” (same memorandum). 





Exhibit 5 
AMERICAN CHAMBER OF COMMERCE OF Morocco 


This chamber is governed by a board of six American and five French members. 
However, its dues are from a predominantly French membership whose views 
must be respected. 

The chamber’s policy always has been to demand free economy in Morocco 

Sut its composition makes firm action difficult. 
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In 1951, a personal statement by the chamber’s president was presented by the 
State Department to the House Foreign Affairs Committee as part of the cham- 
ber’s annual report. It opposed full treaty compliance, in defiance of the 
chamber’s official policy. This forced the president’s resignation. He was 
replaced by the present president, Mr. William R. Simone. 

Mr. Simone, until January 1953, was an outstanding critic of what he called 
“the system under which official decisions and selections rather than competition 
determine the pattern of Moroccan economy and who shall succeed in it.” The 
present campaign for treaty enforcement was begun at the chamber’s suggestion 
as a joint project of the chamber and the Morocco Post, American Legion. 

In January 1953, French officials threatened reprisals against the chamber’s 
whole membership if the campaign continued. The chamber, defaulting on its 
commitments, ended its participation in the campaign but still supported the 
principle of full treaty enforcement. 

The chamber’s president, Mr. Simone, now is in the United States actively 
opposing such enforcement. Unlike his predecessor, he has membership support, 
although some Americans resigned in protest. He attributes the change in 
policy to French official “leniency” toward Americans. This seems to mean that 
he now. benefits from the “official selection” which he formerly opposed. Recent- 
ly he was permitted to import 7,800 tons of sugar under a controlled program 
which he had singled out for bitter criticism. 

Mr. Simone mentioned me by name in criticism of the policy of treaty enforce- 
ment, in a statement which he gave the Senate Appropriations Committee on 
May 14, 1954. My belief is that treaties are laws, the enforcement of which 
should not depend on individual opinions (which in any event should not super- 
sede the opinions of Congress). However, the State Department greatly stresses 
Mr. Simone’s opinion. This makes it desirable that the facts be known. 

These facts can be ascertained clearly from pertinent excerpts of the three 
attached documents. It would be appreciated if they were placed in your 
record. 


A STATEMENT BY THE AMERICAN CHAMBER OF COMMERCE OF Morocco, MEMBER OF 
THE UNITED STATES CHAMBER OF COMMERCE 


UNITED STATES TRADE AND FINANCE ARE ENTITLED TO BE TREATED IDENTICALLY WITH 
THOSE OF FRANCE IN THE FRENCH ZONE OF MOROCCO 


CASABLANCA, October 24, 1952. 


This chamber has persistently advocated economic liberty in Morocco and has 
insisted that American economic relations with Morocco be on a basis of complete 
equality with those of France. We have always maintained that such liberty 
pnd equality are dictated by treaties between the United States, France, and 
Morocco. 

On August 27, 1952, the International Court of Justice unanimously confirmed 
our views. * * * 

+ oa *~ * ” 7. * 


The Court’s decision should have been enforced immediately. It has not been 
enforced, nor has any attempt been made to effectively establish the equality 
to which the United States is entitled, nor to relinquish the preferential position 
which France has seized in spite of her treaty commitments and which is retained 
in direct conflict with the Court’s findings. 

Protectorate authorities have decreed new legislation effective October 10. 
This legislation partially removes the restrictions formerly placed on imports 
from the United States, but places other restrictions on the proceeds of sales 
of such imports. These effectively curtail imports from the United States with- 
out curtailing imports from France. Under this new legislation an importer 
may import goods from the United States but may not repatriate his capital 
and profits after having sold such goods. If goods are imported from France, 
the importer may use his capital and profits to acquire a new stock of merchan- 
dise in the franc areas and so engage in unlimited transactions with those areas. 

In effect, the importer from the United States must accept a forced, blocked 
investment in exchange for his goods, which is not required of the importer 
from France. This obviously restricts trade with the United States in a man- 
ner which does not apply equally to trade with France, in patent violation of 
the Court’s decision. 
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French officials, in their pretended justification of this discrimination, cite 
the same contentions about exchange control which were considered by the 
Court and which were ruled by it to be subordinate to the principles of economic 
liberty and equality. It should be remembered that although Morocco and 
France have separate currencies, transactions with France and the French Em- 
pire are exempt from Moroccan exchange control restrictions. This exemption 
flagrantly violates the principle of equal treatment and establishes a privileged 
position for France. In addition, the operation of the controls creates a pro- 
tectionism which violates the principle of economic liberty reaffirmed by the 
Court. 

The new legislation makes no pretense of eliminating the present discrimina- 
tions which handicap exports to and investments from the United States. Ex- 
ports to the United States are subjected to formalities and authorizations which 
do not apply to exports to France. This means that when goods are offered 
on the local mirket at a temporary price which permits their profitable export 
to France, an exporter can purchase them with the assurance of being able to 
sell them profitably in the French market. If goods are similarly available at 
prices which are attractive to the American market, the exporter must take a 
risk in purchasing them because it will take him some time to learn whether 
or not their sale to the United States will be permitted. 

Furthermore, an exporter to France has complete freedom to dispose of funds 
resulting from his sales in the country where the sale is made. He may leave 
his money on deposit, spend it for any purpose whatever, or use it to import 
additional goods from the frane area. An exporter to the United States must 
turn over the dollar proceeds of his sales to the French Government in exchange 
for an amount of francs which can be spent only in the franc area and which 
have less real value than the dollars ceded. 

Frane investors in Morocco have complete liberty to repatriate their capital 
and their profits. This does not apply to American investments, with the result 
that enterprises which could be operated more efficiently by Americans are set 
up and operated by French concerns. Frequently they have used funds sup- 
plied directly or indirectly by American taxpayers under various aid plans. 
Many of these investments would have been made by American private capital 
if it were given equal opportunity with French capital. 

Again ignoring the Court’s insistence of economic liberty, the new legisla- 
tion specifically protects two cartels (flour and edible oils). Both enjoy a 
favored position which allows them to maintain excessive prices which mulct 
the Moroccan people of billions of francs every year. Sugar interests are 
protected by other legislation, which results in a retail price for sugar fixed 
by law at 120 franes a kilogram in French Morocco. The price is 58 frances a 
kilogram in Tangier. Transportation costs are similar, duty in both zones is 
fixed by treaty at 1214 percent, 12 franes of the difference is a special tax exacted 
by French Morocco. The balance is tribute to the sugar interests which at 
present rates costs 9 million Moroccans millions of dollars annually. 

* * * These and other monopolies which violate the principle of economic 
liberty still flourish despite the Court’s verdict. French Moroccan officials show 
a determination to continue them, and to preserve the system under which their 
decisions and selections rather than competition determine the pattern of Moroc- 
can economy and who shall succeed in it. 

* ot ca * cd cg * 

The application of the verdict, which France seeks to make complex, in reality 
should be simple. It requires only the rescinding of a few comparatively recent 
laws which were passed under the assumption that the protectorate gave France 
a preferential position in Morocco’s economy. These laws supended the free 
economy which for 25 years following the establishment of the protectorate 
was admitted to be required by Morocco’s treaties, and which still prevails in 
Tangier where an international administration, obligated by the same treaties, 
applies them honestly. 

Apart from considerations of law and justice and of our immediate interests, 
we believe that the establishment of a free economy in Morocco, when its results 
are compared with those of neighboring regimented economies, will gain millions 
of converts to the free enterprise system. In this connection, General (now 
Marshal) Juin told the Moroccan Government Council on January 7, 1949: 
“economic liberty, which may not be suited to all countries nor to all stages of 
evolution, seems to me to be necessary in the Sherifian Empire * * * even if 
there were not an international treaty to bring it back to us * * *.” 


45700—54 75 
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We urge that all necessary action be taken to enforce the Court’s verdict at 
once. This should include legislation which would— 

(1) Reestablish “economic liberty” assuring Americans the right to com- 
pete freely in any field except those in which concessions authorized by 
treaty have been granted; 

(2) Assure the United States identical treatment with France in all 
economic matters, so that an American in the United States wishing to buy, 
sell or undertake other business in Morocco—whether personally, through 
an agent or by mail—will enjoy all the facilities which are extended to his 
French competitors in France and will encounter no formality, hindrance 
or delay to which the latter are not subjected ; and 

(3) Implement the Court’s decision modifying the present system of 
customs appraisal. 

Axiomatically, the term “economic matters” includes manufacturing, finance, 
exchange, domestic commerce, exports and imports. 

We also ask that full indemnity be collected for losses caused Americans 
through the past and future failure of French Moroccan officials to comply with 
their treaty obligations as defined by the Court. 

We believe that France’s refusal to comply with the decree of the Inter- 
national Court should be brought to the attention of the United Nations Security 
Council in compliance with article 94 of the United Nations Charter. 


{Excerpts from pp. 449 and 450 of report of Senate Appropriations Committee’s hearings 
on Mutual Security Appropriations for 1954] 


CASABLANCA, May 22, 1958. 
Maj. William R. Simone, president of the American Chamber of Commerce in 
Morocco, and Mr. Robert E. Rodes, commander, Morocco Post, American Legion, 
called on Consul General George B. LaMont at 10 a. m. on May 22, 1953, to 
discuss the interpretation which is apparently being placed by the Department 
of State on a letter from Major Simone to the consulate general concerning 
Mr. Rodes, which figures in the following paragraph of a letter from the Depart- 


ment to a Member of Congress: 

“Information from our consulate general at Casablanca indicates that the 
majority of the American businessmen are in agreement with the procedure 
which is being followed on this problem and do not support the more extreme 
measures advocated by Mr. Rodes. In this connection, I enclose a copy of a 
letter dated March 2, 1953, addressed to the American consulate general at 
Casablanca by the president of the American Chamber of Commerce in Morocco. 
You will note from this letter that by unanimous vote, the chamber decided not 
to sponsor Mr. Rodes’ proposed trip to the United States to present this problem 
to Congress.” 

The two callers stated that the policy and objectives of both the chamber and 
the Legion post are set forth in the chamber’s circular of October 24, 1952, en- 
titled “United States Trade and Finance are Entitled To Be Treated Identically 
With Those of France in the French Zone of Morocco.” They assured Mr. La- 
Mont that opinions of the two organizations and their executives differ only as 
to methods which will achieve these objectives. 

Major Simone stated that he is confident that the present Department of State 
will obtain them of its own initiative. 

Mr. Rodes stated that in his opinion, there is evidence that personnel on the 
Department’s intermediate policymaking levels still support regimentation 
against free economy, seek to alter treaties by executive acts and are more con- 
cerned in appeasing their foreign opposites than in defending the American 
interests entrusted to them. He believes that without intervention by higher 
authority results in Morocco will be no better than under the previous adminis- 
tration, until the very gratifying changes begun in the Department reach these 
echelons. 

Major Simone stated that, as his letter shows, the vote mentioned by the 
Department as “the unanimous vote of the chamber” was a vote of the board of 
directors. 

Major Simone informed Mr. LaMont that an erroneous impression might be 
created by transmission of the chamber’s letter without a statement of prior 
relations between the chamber and Mr. Rodes, which are summarized as follows: 

Early in November 1952 the chamber’s vice president suggested to Mr. Rodes 
that he carry out a campaign in Washington. His [Rodes] estimate of maximum 
fund requirements was presented to the board and approved and he was informed 
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that the chamber would supply them. He informed Major Simone that it would 
be satisfactory if the chamber supplied half the amount, and more equitable 
since nonmembers would benefit and should contribute. The board agreed to 
this and fixed a date for payment. The chamber asked and Mr. Rodes agreed 
to payment in two installments and to postponement of the date for the first 
payment, 

Meanwhile, French officials threatened reprisals, two French directors resigned 
and it became apparent that the French members could not be counted on to 
contribute to the campaign, thus placing a heavy burden on the American 
members. 

Coupled with this was the fact that it seemed to Major Simone and his asso- 
ciates that the new administration might obtain by diplomacy the results en- 
visaged by the proposed campaign. The chamber’s directors decided to abandon 
the plan and so informed Mr. Rodes. 

The meeting which resulted in the letter of March 2, 1953, from Major Simone, 
was called at the request of a director who wished the chamber to resume its 
plan. He was prompted to do this by nonchamber members who had agreed to 
supply a part of the funds when the chamber had made its similar agreement 
and who did not wish to see the project abandoned. 

Mr. Rodes requested Mr. LaMont to ask the Department to forward the 
foregoing facts to all persons who might have received from the Department 
Major Simone’s letter of March 2, and to accompany future copies of the letter 
or statements about it with copies of the same report. 

(After oral presentation of these facts Messrs. Simone and Rodes agreed that 
the foregoing memorandum summarizes them accurately and copies of it were 
distributed. ) 

New York 23, N. Y., April 29, 1954. 
Maj. WILLIAM R. SIMONE, 
President, American Chamber of Commerce of Morocco, 
New York, N. Y. 

Dear Brity: This letter sets forth what I understand from our conversation 
of last Monday afternoon: 

You have a mandate from your board of directors to oppose reestablishment of 
economic liberty and United States economic equality with France in Morrocco. 

One compelling reason is that you and others whom you represent receive com- 
missions for financing import transactions for non-American firms, being pre- 
pared to make false declarations to the Moroccan authorities as to the disposal 
of funds resulting from sales of these imports. Declarations concerning dis- 
posal are not required with respect to imports from France. Equal treatment 
would eliminate them for United States imports and your principals would no 
longer need you. 

In executing your mandate you oppose me and others in a campaign which 
your chamber’s board of directors urged, which it was committed to finance but 
failed to do so, and into which the Morocco Post, American Legion, entered at 
your request. I could not, if I wished, abandon this campaign without disre- 
garding obligations to third parties which I assumed in reliance upon your prom- 
ises. 

Your proposed action is a complete reversal of your previous policy. 

You and your organization protested Moroccan legislation now in force, as vio- 
lating our Moroccan treaties and the International Court verdict reaffirming 
them and as harmful to Morocco as well as the United States. You urged that 
the United States use all available means to require Morocco to rescind the legis- 
lation and enforce the treaties and the verdict. Morocean officials threatened 
you and your whole membership with reprisals if this stand was continued. 

The chamber condemned, as contravening treaty-required economic liberty, all 
arrangements under which official decisions determine the pattern of Moroccan 
economy and who will succeed in it. On the same grounds you publicly chal- 
lenged barter and quota systems. You specifically castigated the Morocco sugar 
allocation system as violating treaties and as costing Moroccans millions of dol- 
lars in tribute to the sugar interests. 

You recently arranged to import 7,900 tons of sugar in what you describe as a 
barter transaction. You have obtained a quota in the tea import program. 
You expect to receive a quota of 10 percent of the 150,000 tons of sugar now be- 
ing allocated under the very system you condemned. 

You deny that your change in policy is caused either by the threats of re- 


prisals (as you had stated previously) or by your inclusion among those 
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profiting from the controlled economy system. You attribute your changed 
attitude to three reasons: 

(1) You were willing to attack the policies of the Department of State 
under the previous administration but not under the present one, even 
though such policies remain unchanged. 

(2) United States action to enforce treaties would be met by French 
delaying tactics which would last another 2 years. In reprisal for such 
United States action, Morocean authorities would no longer overlook the 
infractions of exchange laws by which the Americans you represent now 
profit. 

(3) As already stated, you and other Americans in your group would 
lose a principal source of revenue if the laws you now evade were eliminated 
in compliance with treaties. 

An elaboration of your reasons 2 and 3 follows: 

Moroccan laws favoring French trade are excused as exchange control meas- 
ures. As now applied, so far as imports are concerned, they affect only pro- 
cedures and leave the volume of business and of forbidden exchange trans- 
actions unchanged. Goods bought in any country are freely imported into Mo- 
rocco and sold for Moroccan currency, without special authorization or af- 
ficial hindrance. 

However, unless such imports are from the French Empire, funds derived 
from their sale may not be returned to the country of their origin but must 
be invested or spent in the French Empire. Present laws require that importers, 
upon demand, explain how they disposed of funds derived from sales of non- 
French imports. Similar explanations are not required about funds derived from 
French imports. You have often stated, and the Department of State concurs, 
that this discriminatory treatment violates the equality to which the International 
Court found the United States to be entitled in all economic matters in Morocco. 

Proceeds of sales of most American imports have been returned to the United 
States in contravention of these existing exchange laws. Lately, you and the 
Americans you represent were called upon to make statements explaining what 
you did with funds derived from your imports. The usual explanation was that 
such funds were used to purchase gold, since under Moroccan law, gold pur- 
chasers may remain anonymous. You are ready, when required, to explain your 
current and future transactions. 

You feel that reversion to the treaty status would let all traders in French 
Moroceo, regardless of nationality, deal with the United States with the same 
freedom with which they deal with France. You feel that in advocating this, 
I am doing you and the Americans you represent a great deal of harm. You 
would lose the revenue you now derive from your free market financing of im- 
ports. You would not be able to compete in the import business as all leading 
American agencies now are held by French firms. 

I stated that my friends and I are interested only in free competition; that 
we consider the mission of American traders in Morocco to be the sale of Amer- 
ican products in Morocco and of Moroccan products in the United States. You 
replied that, as existing regulations are actually applied, there is nothing to 
prevent us from importing freely now. When I reminded you that unwilling- 
ness to make a false statement would prevent it, you agreed. 

You said that your business fell over 75 percent in 1953 but not, as I had as- 
sumed, because of French regulations. It was because newcomers, principally 
Americans discharged by our bases, are fronting for non-American importers for 
commissions of as little as 2 percent. You require 6 percent because you pay 
taxes and other charges which the newcomers evade. 

You stated that your opposition to my objectives was in part due to my sup- 
port of Spain in the controversy over the ousting of the Moreccan Sultan, that 
by an interview with the Spanish U. N. press representative I had stimulated 
resistance and bloodshed in Morocco. I told you that in my interview I had 
simply reiterated my well-known belief in adherence to treaties, and had sug- 
gested that the controversy between our two allies should be referred to the 
International Court of Justice—especially since the United States and France 
had found this the democratic way to settle their own dispute about the same 
treaty. Furthermore, if violence in Morocco was stimulated, it could not have 
been from publication in Spain of this eminently pacific suggestion. Reaction, 
if any, was due to the misleading and provocative comment on the interview 
which appeared in the controlled Moroccan press. 

I consider that other discussion was of a personal nature unrelated to the 
economic question. You offered to make certain revelations in confidence. 
i declined, preferring to have full use of all data if our respective views are 
aired. 
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You assured me that your opposition to the program in which we formerly 
collaborated would be limited to placing the facts before those concerned. 
This is gratifying as it has always been my own policy. However, please re- 
member the State Department's previous treatment of one of your statements. 
This was circulated for months without explanatory material after your explicit 
warning that the omission might create an erroneous impression. In view of 
this, I hope you will insist that if your position is to be cited in support of con- 
trolled economy, all the foregoing facts justifying it be revealed. 

Sincerely yours, 
Rosert EMMeEr Ropes. 


(The following information is provided regarding questions raised 
during hearings on the FOA program in Iran. The Operations Mis- 
sion has provided some details on these points. Additional informa- 
tion has been gathered here. See also p. 562.) 


STATEMENT ON IRAN 


1. Question as to United States participation in cultural labor centers 


In cooperation with the Iranian Ministry of Labor, an industrial community 
center is planned for early construction in the squalid slum areas of Tehran and 
Isfahan. Such adult educational centers are unknown in Iran. Local Iranian 
firms are contributing 250,000 rials (about $3,000) and the Ministry of Labor has 
provided land valued at 250,000 rials for each center. The United States con- 
tribution is $20,000 apiece. A larger type of center was considered and rejected 
by the Mission as being too elaborate for a demonstration project designed to 
secure greater cooperation between industry and workers in areas of concen- 
trated communistic agitation. 

Each American-designed center has a maximum capacity of 300 persons. The 
Ministry of Labor will operate the centers, giving industrial safety training, 
basic literacy and industrial health and hygenic courses. 


2. Construction of elaborate bathhouses for smaller communities, which are not 
in full use 

Numerous local bathhouses have been constructed since 1951 in TIran’s rural 
areas under Operations Mission supervision. The first need expressed over and 
over by villagers who request United States assistance, is for a bathhouse and 
for a school. Local contributions of labor and materials are pledged readily 
for this purpose. The basic design provides a central washroom, with several 
semiprivate alcoves. Men and women use the bathhouse at alternate hours. 
Local bathhouse operators are given sanitation training by mission technicians. 
There is no evidence of a reluctance on the part of Iranians to use the facilities 
provided. 


3. Local contributions in cash and kind to construction of this and other types 
of projects 

In every case of community improvement in Iran over the past 2 years, 
whether construction of a school, bathhouse, local water supply, or health clinic, 
work has started only after a written agreement has been signed listing the local 
community’s contributions. Many days, even months, have been spent nego- 
tiating such agreements by mission and Iranian Ministry representatives, to 
obtain contributions commensurate with the community’s resources. 

The Government of Iran has provided 112 million rials in cash and 1,232 mil- 
lion rials ($17.6 million) in land, materials, equipment, and services to the 85 
joint projects operated since 1951. In addition to contributions at the national 
and provincial governmental levels, significant local community contributions to 
ach local construction project have been made, These are estimated to average 
over 50 percent of each project’s cost but a tabulation of the total is very 
difficult to make. A typical case is Dastgerd village’s contribution of 70,000 
rials and services of 4 workmen for bathhouse construction. Eskavan village 
contributed 25,000 rials and all excavation and brickmaking labor for a bath- 
house and water system, Alivejeh village contributed 20,000 rials and labor for 
mud brickmaking and wall construction for an elementary school. In view 
of Jran’s past economic condition, and the minute cash income common in rural 
areas, this record of local contribution deserves particular attention. 


(Submitted for the record by Dr. D. H. FitzGerald, Deputy Director 
for Operations, Foreign Operations Administration :) 
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(The following has been submitted for inclusion in the record :) 


FOREIGN OPERATIONS ADMINISTRATION, 
Washington 25, D. C., June 4, 1954. 
Hon. J. K. Javirs, 
House of Representatives, Washington, D. C. 

Drar Mr. Javris: With reference to the set of questions pertaining primarily 
to Israel which were raised in your letter of May 19, 1954, the following answers 
are submitted : 

1. Enclosed are several tables containing figures on Israel which reflect the 
progress of industrial, agricultural, and trade development in Israel since 1948. 

2. Levels of aid are not determined by population numbers. 

3. In view of the many considerations entering into the granting of economic 
assistance, it is misleading, if not impossible, to compare the needs of Israel on 
the one hand and the Arab States on the other in terms of total magnitude or per 
capita benefits. The nature and sources of these needs differ from each other and 
change with time. Quite different economies are involved, as you point out, and 
many other factors—the existence of an emergency, the need for support to assure 
national survival, the availability of suitable and adequately engineered projects, 
absorptive capacity and willingness to comply with United States legislative con- 
ditions—may have a bearing not revealed through such comparisons, It is only 
fair to add, however, that the substantial oil royalties available to some Arab 
States do not lessen the needs of others and that the demands of large-scale 
refugee resettlement may yet be an important factor in the Arab States as well 
as Israel. 

4. Individual Arabs in prominent positions have advocated that the United 
States Government aid to Israel and the Arab States be “equated at zero,” and 
the Arab League is on record as denouncing aid to Israel. In part, because of 
Arab preoccupation with the Palestine problem, there was a period in which there 
was relatively little Arab interest in aid for themselves, despite a serious accentu- 
ation of economic imbalances attended by social unrest. In recent years, how- 
ever, there has been a growing appreciation of the need to meet some basic eco- 
nomic problems. As a result there is a great deal of present interest in an eco- 
nomic aid program, and negotiations with several of the Arab States are now in 
progress. 

Sincerely yours, 
NorMAn 8. Pavt, 
Director, Near East, South Asia, and Africa Operations. 


Industrial production (1949-53) 


SELECTED COMMODITIES 








1949 1950 1951 1952 | 1953 
1. Cement (million tons) . 241, 000 380, 000 439, 000 445,000 | 465,000 
2. Flour milling (toms)-......-- 96, 800 158, 100 57, 000 196, 000 1 215, 959 
3. Tires (number) -- js . sioner these 21, 400 1 100, 621 
4. Plywood (eubiec meters) _--- 7 a 7,599 | 10, 711 
5. Super phosphates (tons 11, 400 24,437 | 127,537 
6. Gypsum used in cement industry-- 11, 483 21, 695 23, 477 22,499 | 22, 852 
7. Sulfuric acid (tons) > acai | 7,341 | 113,443 
&. Muriate of potash (tons) «nik ie ~ 25,164 
9. Plate glass (square meters) ._- sensi . 780,000 | 885,099 11,613, 362 
10. Electric-power supply (industrial pur- 
poses, million kilowatt-hours 96.9 140. 6 158 176.8 3 168.0 
11. Oils (refined, linseed, essential oils, oil 
eake, and margarine) (tons) -- 35, 200 36, 500 41, 400 57, 000 1 57, 000 
12. Fruit juices (kiloliters)__- 7, 406 7, 452 15, 925 18, 138 11, 346 
13. Canned fruit (tons 1, 345 1, 028 3, 447 1, 391 1, 703 
14. Canned vegetables (tons) -- 2, 432 4, 436 3, 549 7, 230 5, 570 
15. Pickled vegetables (toms) - - - 2, 682 2, 826 3, 593 4, 450 5, 030 


INCREASES IN VALUE OF INDUSTRIAL PRODUCTION AT CURRENT PRICES (1949-53) 


{In millions Israel pounds] 


Total value__.- 150 193. 0 278.7 469. 6 650 
Added value-...-. 62 82. 2 123. 5 202 soci wien 


1 January-November. 
2 September-December. 
3 January—October. 
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Exports of selected industrial products (1949-54) 
> ( RS 1954 (Janu- 
1949 1950 1951 ee base ary and 
—s aoa February) 
1. Cement (tons) 2, 150 110,115 9,770 
Value in Israel pounds - - ‘ “ oa ‘ 197 62, 759 
2. Tires (tons) - : at) 
Value in Israel pounds. - -- 87, 957 386, 785 28, 168 
3. Textiles vb wists 
Value in Israel pounds. --.. 121, 546 1, 379, 882 2, 236, 243 1, 037, 636 153 


4. Plywood (tons) 
Value in Israel pounds 
5. Fruit juices (tons) 















: 5 
Value in Israel pounds. -- 863, 623 505, 497 1, 135, 7 248 
6. Canned fruit (tons) 2 2, 520 966 
Value in Israel pounds 72, 233 244, 432 77, 961 222 
7. Motor vehicles (all types) - 915 
Value in Israel pounds. ..--.|--. . 575, 636 593, 791 527 
8. Drugs and medicines . 
Value in Israel pounds. -- 22, 278 92, 551 234, 734 60, 514 50, 768 
9. Razor blades (1,000) ssobwe ‘ é 12, 775 8, 328 
Value in Israel pounds 27, 932 16, 074 
10. Electric refrigerators (each) ._|...- : 300 51 
Value in Israel pounds. mii - 25, 508 3, 749 
11. Potassic chemical fertilizers 
(tons) J 4, 487 
Value in Isracl] pounds ; 56, 923 
12. Chocolaies and sweets (kilo- 
grams 221, 100 204, 876 74, 536 
Value in Israel tons. -. 40, 813 226, 640 146, 173 90, 721 89, 049 23, 990 
1 Full year. 
Israel balance of foreign trade (1949-53) 
{In millions of dollars ($2.80=1 Israel pound)] 
Imports Exports Deficit ! 
1949 hi $253. 12 $29. 68 $223. 44 
1950 ; 301. 00 36. 96 — 264. 04 
1951 < 388. 12 46.76 | —341. 36 
1952 309, 68 45. 36 24. 32 
1953 . 287. 28 59. 64 227. 64 
1 Excess imports over exports. 
Increases in cultivated area (1948-54) 
| | neo 
| 1948-49 1949-50 | 1950-51 1951-52 1952-53 = . es 
Cultivated area (in dunams) 
(1 dunam=approximately 
4 acre 1, 650, 000 2, 480, 000 3, 350, 000 3, 470, 000 3, 660, 0C0 4, 000, 000 
Irrigated area (in dunams) -. 290, 000 350, 000 440, 000 510, 000 580, 000 650, 000 


Increases in value of agricultural products (exclusive of citrus) (1948-53) 


1948-49 1949-50 1950-51 1951-52 1952-53 


Value at constant 1948-49 prices 
(Israel pounds) 37, 489, 000 50, 693, 000 52, 887, 000 67, 236, 000 74, 00C, 000 
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Agricultural production (exclusive of citrus) (1949-54): Selected commodities 








| 1949 | 1950 1951 1952 1953 1954 (estimate) 
1. Wheat (tons) : 21, 200 28, 006 13, 500 30, 800 | 30, 0C0 35, 600-40, 000 
2. Barley (tons) > : 90,000 | 27,500} 93,200 62, 000 | 100, 000-110, 000 
3. Vegetables (tons . 80, 000 125, 000 142 COO 178, 700 230, 000 | 
4. Potatoes (tons 26, 000 35, 3% 37, 000 46, 000 60, 000 i 
5. Cattle (yearly average 35, 759 44, 599 55, 302 61,910 | 67,326 | 
6. Poultry (yearly averag« 1, 964, COO |2, 331, 900 |2, 544, 000 |2,310, 000 |2, 215, 000 | 
7. Milk (kiloliters). _. ‘ 86, 000 105, 000 118, 000 £28, 100 | 4 132,000 |_........... 
8. Eggs (thousand units 242,500 | 330,000 | 391,000 | 369,200 | ' 388,000 |__..._._. 


1 Estimate. 
Citrus production and exports (1949 


is 
2 
= 


[In thousands] 























1949 1950 1951 1952 | 1953 i “ of 
_——_—_—— | |_|] wena} aia 
Production: 
Citrus fruit: | 
Tons . _ — 253 | 270 | 53 | 370 e eth 
Cases it | 9, 000 | 8, 800 8, 900 <a ‘ 
Exports: | | | I 
Citrus fruit: Cases__..___| 3, 864 4, 042 3, 837 | 3, 912 | 5, 300 | 7, 965 
Exports by main classes and groups 
{In million Israel pounds] 
| | re re 
or | z 1952 (10 1953 (10 19541 (3 
| 949 95) | 951 
194 1950 | 195 | months) months) months) 
1. Food, drink, and tobacco 7.5 7.0 7.4 6.4 | 7.9 | 7 
2. Nonmanufactur goods | | 
and raw materi | 09 09 07 | 09 «3Z .13 
3. Manufactured goods... | 2.6 5.5 | 8.5 | 6.5 9.0 3.7 
4. Other goods. o1 | “02 02 | ‘01 02 | ‘003 
Total_...- ee 10.2 | 12. 61 15. 99 | 13.0 | 17.09 | 11. 533 
| | 


1 Provisional. 


Imports by main classes and groups 


[In million Israel pounds] 














i i | 
} } 1952(10 | 1953 (10 19541 (3 
949 95 95 ee ee ne F 
194 1950 | 1951 months) months) months) 
| 
cap oaatiomaaeaeneaatienmeaeie — —— amine anapainidentoediiniensitiiiddatesa 
1. Food, drink, and tobacco _| 22.9 23.5 27.9 | 25. 2 23.8 | 7.6 
2. Nonmanufactured goods | | | 
and raw materials. 12.8 | 17.1 | 25.0 22.4 17.1 5.6 
3. Manufactured articles_. | 51.4 60.7 | 69. 4 59.0 42.0 14.0 
4. Livestock 15 10 | 15 | 18 | . 33 i 
5. Other goods. ‘ 77 2B 09 24 | 21 . 03 
‘ —ao — . —_ needy —_ ——— —— — 
Total___- 88. 02 102. 53 | 122. 54 | 108. 64 | 83. 44 27. 34 


1 Provisional. 
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Industrial exports (excluding diamonds) 








1952 1953 
1. Heavy industry.....- ~ $2, 198, 520 $6. 949, 234 
(a) Autos Z 1, 700, 000 200, 000 
b) Other- 498, 520 1, 749, 234 
2. Light industry__.. : ; 1 351. 505 3 720. THE 
(a) Medicines a 175. 000 24 000 
b (6) Other. 1, 176, 505 3, 196, 766 
3. Textile industry -. 3. 9 4. ARO 
4. Food industry 3 2 299 100 
Building materials__ 2 278 
Quarries, minerals... I 303 
Total 11, 420, 402 21, 850, 541 
Principal buyers of industrial exports 
Percent Percent 
Turkey '_.. i wit one : . 36.5 United States... 6.4 
Finland !. . 19.8 Norway 1.8 
Britain Ghawtcconsaces« — “ . 14.5 France a 1,7 
1 Countries with which Israel has trade agreements. 
Imports and exports of diamonds (1949-54 (January and February) ) 
Im ports Exports 
Diamonds, , Diamonds, 
rough .. Hic polished tail ; 
(thousand se | (thousand aaa 
carats f dollars carats fd — 
1949_----- ++ ~~~ 2 ane 18 7 7 
1950 : . ‘ . . 367 ) 120 9 
1951 i " ‘ 322 1 132 12 
1952 28 | 1] 110 
1953 ; ’ ; 1 322 9 147 | 13 
1954 (January and February)---..----- 77 2 20 | 1.8 
i January-October. 
ne . ° . : d 
(The following tables have been submitted for inclusion in the 


record :) 
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(The following information has been supplied in response to a 
request by Mr. Vorys (see p. 1038) :) 


Poticy REVISIONS oF FOA INVESTMENT GUARANTY PROGRAM 


The purpose of the proposals made herein is to develop the maximum effec- 
tiveness of the FOA investment guaranty program within existing legislation 
without sacrifice of sound financial principles. Plans for guaranties against 
loss from war, revolution, or insurrection, in the event authority for such 
guaranties is obtained, are not discussed in this paper. 

This objective is desirable from two standpoints: 

(a) The Director has a statutory responsibility to Congress to see that 
guaranties “be used to the maximum practicable extent and so administered 
as to inerease the participation of private enterprise in achieving the 
purposes of this Act” (sec. 111 (b) (3) of the Economic Cooperation Act) 
and to “encourage a greater participation by private capital in the guaranty 
program and * * * develop broad criteria to facilitate such participation” 
(sec. 516 (b) of the Mutual Security Act) ; and 

(>) Guaranties can at least make a marginal contribution to the move- 
ment of private capital and so far only marginal methods have been 
developed. 

Full development of the guaranty program under existing authority requires 
change in two directions, namely, that guaranties be made more readily available 
and that they be less complex in their coverage. The present uncertainty as to 
both availability and coverage of guaranties defeats the long-range opportunities 
of this program to gradually minimize the negative influence on investor 
psychology of the risks of inconvertibility and expropriation by creating the 
impression in business and financial circles that in most circumstances these 
risks are insurable and hence can be discounted in the early stages of investment 
planning. 


A. INCREASING THE AVAILABILITY OF GUARANTIES 


1. Criteria for FOA approval of investment projects 

This subparagraph deals with the economic merits of the project and not with 
standards of eligibility (i. e., whether there is a genuine investment, whether 
it is new, whether it is made in dollars or dollar equivalents). No change is 
proposed in existing standards of eligibility. 

Hereafter a single standard will apply to investments proposed for Europe 
or any of the underdeveloped areas without the necessity of showing a contribu- 
tion to particular country mutual-security program. Investments qualifying 
for guaranties are those with promise either of developing production or trade 
which is economically beneficial to the world outside of the communistic bloc 
or of contributing to mutual] defense objectives. 

2. Procedure for obtaining guaranties 

The object of the procedure proposed herein is to permit investor-applicants 
to establish the availability of guaranties at an early stage and to proceed with 
their negotiations abroad in reliance on the strong probability that guaranties 
will be available. 

(a) FOA will review preliminary applications containing information 
and representations as to the essential features of investment plans, and 
will advise the applicant of any amplification considered necessary. 

(b) If so requested, and if no unusual investigations are required by 
special problems, FOA will promptly issue qualified letters of approval to 
applicants, or alternatively, reject the application in its present form. 

| (c) The aprroval letter, effective for a period of 6 months and renewable 
| on request, will contain— 
(i) A firm finding that the project satisfies the criterion of economic 
benefit or defense contribution; 
(ii) A firm finding that the applicant’s statement of the essential 
terms of the investment contains no elements of ineligibility ; 
(iii) Assurance that guaranty funds will be earmarked for the par- 
ticular investment; and 
(iv) Assurance that changes in FOA guaranty policy adverse to the 
applicant will not apply to this application. 
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This letter will not expose the Government to any liability prior to issuance 
of guaranty. It will, however, assure availability of the guaranties 
subject to: 

(i) Foreign government approval for guaranty purposes; 

(ii) New information which may subsequently become available, 
which is inconsistent with the information submitted by the investor or 
which is responsive to unanswered FOA requests for information; and 

(iii) Subsequent agreement on the terms and amount of guaranty 
protection. 

(d) This procedure will supplant the present “waiver” procedure, whereby 
FOA permits investments to be made without prejudice to an application for 
guaranty on the grounds that it is an old investment. Such assurances may 
be given if special circumstances seem to require it, but will not be offered as 
a regular practice. 


B. CONVERTIBILITY GUARANTIES 


1. The maximum term of convertibility guaranties will be 20 years (as author- 
ized by the amendment last spring to the legislative authority), subject to termi- 
nation by the investor. Present guaranties terminate on or before 1962. 

2. In arriving at the dollar amount of investments for purposes of setting the 
maximum amount of the guaranty, the value of equipment, materials, and tech- 
nology will be determined, if practicable, either by the market value of com- 
parable items or by the results of arm’s length negotiations (in the case of con- 
trolled foreign subsidiaries, this includes negotiations with holders of substantial 
minority interests). Cost, book value reported for tax purposes, appraisals (at 
the investor’s expense), and other methods of valuation will be used in cireum- 
stances in which market or negotiated value is unascertainable or unreliable. 

3. Out of concern for possible methods of evading the intent behind the legis- 
lative requirement that the program be limited to United States citizens (‘“sub- 
stantially beneficially owned” by United States citizens), no rule of thumb has 
been developed on the degree of American ownership necessary for a corporation 
to be eligible for a guaranty. The maximum foreign equity ownership heretofore 
considered has been 15 percent of the outstanding stock. In order to encourage 
association of United States and foreign capital in joint ventures, the following 
will be the standard in determining citizenship eligibility, which will be published 
as a guide subject to modification in the light of special circumstances: Over 50 
percent of all classes of stock of the investor must be owned by United States 
citizens, except that, if the investor is heavily indebted to foreign creditors, that 
debt will be treated as foreign-owned equity in applying this rule. 

4. The face amount of the guaranty (the liability of the U. S. Government and 
the corresponding conversion rights of the investor) will not exceed 200 percent 
of the dollar amount of the guaranteed investment, except that the face amount 
will not exceed 100 percent in eack of the first 3 years of the guaranty in order to 
prevent abuses by short-term speculative investments. The present limit is 175 
percent, building up from 100 percent in the first 5 years by 15 percent annual 
increments. With respect to loans, no change is proposed in the present practice 
of accepting interest rates which are not excessive in relation to comparable rates 
in the country of investment. In the case of royalty agreements, no change is 
proposed from the present practice of accepting any reasonable estimate by the 
investor of the amount of royalties which will accumulate over the life of the 
guaranty without attempting to value the technology invested. 

5. The face amount of the guaranty will remain constant throughout the life 
of the guaranty except that— 

(a) It will be automatically reduced by any and all conversions under the 
guaranty and by capital withdrawals through regular exchange channels; 
it will not be reduced, however, by withdrawal of earnings through regular 
exchange channels. When capital is withdrawn, the face amount of the 
guaranty will be reduced in the ratio that the amount withdrawn bears to 
the original guaranteed investment. At present, conversion rights are re- 
duced by earnings withdrawn without resort to the guaranty. 

(b) It may be reduced at the option of the investor at any time, and any 
number of times, effective on the next succeeding anniversary date of the 
guaranty contract. At present, because of the necessity for a changing 
schedule of the face amount, certain types of reductions may be made only 
twice during the life of the guaranty. 











1196 


6. The annual fee will be one-half of 1 percent of the face amount of the guar- 
anty determined at the time the fee is payable. The present fee is 1 percent of 
the face amount scheduled for a particular year, plus one-fourth of 1 percent of 
the difference between such scheduled amount and the maximum face amount 
which will accumulate under the schedule by the last year of the guaranty. 

7. In determining the eligibility of receipts from investment for conversion 
under the guaranty, no attempt will be made to trace those receipts to guaranteed 
investment for the purpose of eliminating possible coverage of receipts from 
unguaranteed investment by making deductions for surplus accumulated at the 
time of making the guaranteed investment or by other methods. The invest- 
ment receipts must be paid out pursuant to the guaranteed instrument of invest- 
ment (stock, note, agreement). If guaranteed stock is only part of the total 
stock of that class, the guaranty will apply pro rata to dividends and the pro- 
ceeds of sale of any of that class of stock. If the investor contributes new 
capital to an existing subsidiary by taking a new class of stock, a guaranty on 
the new stock will not impose any restraints on his choice of withdrawing earn- 
ings or capital through the guaranteed or unguaranteed stock, even though the 
choice is dictated by the then current availability of dollar exchange. The justi- 
fication for these changes is that the purpose of the program is adequately served 
if there is a proper relationship between an amount of bona fide new investment 
and an amount of conversion rights obtained under the guaranty for a fee. 

8. Periodic reports during the life of the guaranty will no longer be required 
of the investor, but pertinent information about the status of the investment will 
be submitted upon completion of the investment and in support of applications 
for conversion under the guaranty. The basis on which fees are computed will 
be described at the time of each annual fee payment; capital withdrawals will 
be reported if and when they occur. Although this is a matter of contract ad- 
ministration primarily the concern of the Export-Import Bank, reporting require- 
ments have a psychological significance affecting the success of the program. 

9. In order to accommodate the rare cases of investors, probably creditors or 
licensors, who have little or no expectation of receipts from the investment during 
a substantial part of the life of the guaranty, the following exceptions will be 
made to the foregoing. The purpose is to avoid making the guaranty far more 
costly to this type of investor than to others. It will be noted that the excep- 
tions are a return to the essential features of the existing convertibility 
guaranty. 

(a) The investor will be permitted to establish a schedule of the face 
amount of the guaranty corresponding to his expected receipts, rather than 
selecting a constant figure, as described in 5 above. 

(b) All receipts from the investment, whether in the nature of earnings 
or capital withdrawals, will reduce the face amount of the guaranty, rather 
than permitting earnings to be withdrawn without reduction of the face 
amount, as described in 5 (a) above, 

(c) The annual fee will be 1 percent of the face amount scheduled for 
a particular year plus a standby charge of one-fourth of 1 percent of the 
difference between such scheduled amount and the maximum face amount 
which will accumulate under the schedule by the last year of the guaranty. 


C. EXPROPRIATION GUARANTIES 


Experience with the present type of expropriation guaranty is still very 
limited. Its essential features reflect the best judgment and 7 months’ considera- 
tion during 1951 by an advisory committee of men prominent in the fields of 
banking, insurance, law, accounting, and manufacturing (chaired by Mr. Thomas 
McKittrick of the Chase National Bank). Accordingly, a minimum of change 
is proposed in the expropriation guaranty at this time. 

1. Subparagraphs 1, 2, and 8 of paragraph B on convertibility guaranties 
described changes (the 20-year guaranty life, the valuation of investment, 
and investor citizenship, respectively) which will also be applied to ex- 
propriation guaranties. 

2. The fee will he reduced from the present 1 percent per annum to one- 
half of 1 percent of the face amount of the guaranty. 

5. In order to conform to the 200-percent ceiling proposed for the face 
amount of convertibility guaranties, coverage of appreciated value of the 
investment through retention of earnings will be confined to 200 percent for 
expropriation guaranties. At present the limit is open to case by case 
negotiation. ’ 
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4. Foreign-government obligations, primary or secondary, on notes in 
payment for capital equipment may be eligible for expropriation guaranties 
which insure against either: 

(a) default by governing authorities succeeding to effective control 
through military action; or 

(b) failure of foreign governments or their successors to permit re- 
covery of equipment securing notes received in payment therefor, either 
in accordance with local law or in accordance with special undertakings 
negotiated with those governments; provided that the security is not 
fixed plant equipment or otherwise unsusceptible to a chattel mortgage. 


Export-IMporT BANK OF WASHINGTON 
LOANS AND GUARANTIES 


The Export-Import Bank is authorized to make loans and to guarantee loans 
from private sources. Such guaranty may cover all risk of nonpayment, including 
credit risk and all political risks, such as nonconvertibility, war, expropriation, 
ete., or the guaranty may be limited to one or more of any of the foregoing types 
of risks. Although most exporters have in the past requested coverage against 
all risks, numerous inquiries of late have pertained to coverage against the 
political risks only. Such inquiries are receiving active consideration by the 
bank. 

During the present fiscal year the bank has authorized new loans and guaran- 
ties in a total amount of $226,598,480. Against these authorizations, $101,713,043 
has been disbursed as direct loans from funds of the bank. $56,595,488 repre- 
sents private loans guaranteed by the bank. It is expected that the major portion 
of the balance of $68,289,999 will also be represented by private loans guaranteed 
by the Export-Import Bank. 


INSURANCE OF STOCKS HELD ABROAD BY UNITED STATES EXPORTERS 


In May 1953 the Congress amended the Export-Import Bank Act to authorize 
the bank to insure against losses resulting from hostile or warlike action, con- 
fiscation and expropriation of tangible personal property of United States origin 
exported from the United States in commercial intercourse and located in any 
friendly foreign country, to the extent that such property is owned in whole 
or in part by citizens of the United States, or constitute security for financial 
obligations owed to citizens of the United States. Insurance by the bank is avail- 
able only to the extent that it cannot be obtained on reasonable terms and 
conditions from commercial insurance firms. In practice such insurance is 
issued by commercial companies acting as agents for the Export-Import Bank. 
The bank has issued 29 such policies of a total value of $835,680. 





COMMENTS OF THE AMERICAN FARM BUREAU FEDERATION ON TITLE XI or 
FOREIGN AID BILL 


Section 1102: The inclusion of “organizations of friendly nations” makes the 
section administratively not feasible since such organizations would be unable to 
give the President the assurances essential to carrying out the act and would 
encourage state trading rather than private trading. However, the title should 
provide for the use of currencies through organizations of friendly nations, but 
sales of farm products to such regional organizations is unwise. 

Section 1102 (a) : Using this displacement concept of eligibility for purchasing 
farm products in foreign currencies would render illegal additional sales to a 
country that had suffered from drought because it would “displace” sales that 
might otherwise accrue to a competing foreign country. This standard for 
eligibility, plus the price standard, would make it extremely difficult for the 
United States to make sales under this act which could not be interpreted as a 
violation of the act itself. International economic laws make the United States 
a residual supplier of farm products. We do not need to write it into law. 

Section 1102 (b): It is quite possible that importers of wheat might reship it 
as flour or importers of cotton might reship it as textiles. It would be adminis- 
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tratively unfeasible and impracticable to determine the end use of all products 
imported under this act and commingle with other purchases, Therefore, this 
section could do no more than provide a moral restraint against the reexporta- 
tion of commodities made from products imported under this act. Therefore, 
it would be well to change “commitments” to “assurances.” 

Section 1103 gives other agencies of Government control over Commodity Credit 
Corporation funds. Heretofore, only the Secretary has had control over Com- 
modity Credit Corporation funds, except for limited relief authority given by the 
Congress; furthermore, this section funnels all sales of farm products under the 
act through the Commodity Credit Corporation. It is alleged to have been the 
intent that the implementation of this act should reduce the stocks of the 
Commodity Credit Corporation by $1 billion. Reasoning from this intent, sales 
should either be made directly from the Commodity Credit Corporation or if 
private stocks were sold under the act, they would have to be replaced by 
Commodity Credit Corporation stocks, in order to effectuate the intent of reduc- 
ing the stocks by $1 billion. The hypothesis on which this section was framed is 
false, Its effect is to funnel all sales through the Commodity Credit Corporation, 
which is wrong and unnecessarily costly. This section needs to be completely 
rewritten. 

Section 1103 (b) is an operational instruction which is good, although it might 
be improved to make clear that withdrawals from the letters of commitment may 
be made by exporters upon presentation of invoices, contracts, or other appro- 
priate documentation. 

Section 1104: Reimbursing the Corporation on an investment basis limits from 
a quarter to a third the quantities of farm products that may be sold within the 
billion limitation under this act. 

The inclusion in the Corporation’s investment of processing, packaging, trans- 
portation, and handling cost is very loose wording that jeopardizes the function 
and role of private traders and makes the Commodity Credit Corporation the 
more dominant factor in making the sales. 

Section 1105: Authority for the President to use the foreign currencies 
which accrue under the act for the purposes set forth in the preamble, includ- 
ing the subsequent explicit uses, is so loose that funds might be used for almost 
any conceivable purpose. In order to use the accruing currencies as capital for 
providing the maximum stimulus for economic activity, funds should be used 
for one or more of the explicit purposes only. 

Furthermore, in order to permit the use of the currencies that accrue to fi- 
nance regional organizations or among countries with whom agreements to buy 
farm products directly have not been made, additional authority should be 
provided something like the following: “The President may enter into agree- 
ments with any friendly nations for the use of foreign currencies which accrue 
under this Act for one or more Of the following purposes”. 

Section 1105 (f) is incomplete both to carry out the intent of the section and 
of the Act. It should be expanded to read something like the following: “* * * 
and to accept goods, services, or currencies in any friendly nation in repayment 
of such loans. Any currencies received.in. payment of such loans may be used 
for the purposes stated in this section or for deposit to the general account of 
the United States.” 

One important use of the currencies is the opportunity to purchase strategic 
materials for the United States stockpile. It has a dual benefit of supporting 
prices of basic materials in world markets and increasing United States security 
by securing the supplies of strategic materials. 

Section 1105 (b) seems to intend to leave the stockpile objectives at their 
present inadequate levels. This negates the possibility to use surplus farm prod- 
ucts to buy strategic materials inasmuch as the stockpile objectives have for 
the most part been achieved. This very serious deficiency can be corrected in 
the draft of section 1105 (b) by placing a comma after “security” and adding 
“as determined by the President”. 

Section 1105 (c) authorizes the use of foreign currencies to procure military 
equipment, material and services for the common defense. This may be ade- 
quate ; however, by adding, “facilities” it would assure authorization for the use 
of the funds for airfields, harbors, roads, railroads, and housing which give 
an important and constructive use for the currencies. 

Section 1105 (d): This wording implies a grant. Its intent was only to pro- 
vide authority to finance the purchase of geods or services for sale to other 
friendly countries, thus increasing the opportunity of repatriating the United 
States investment in farm products. 
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Section 105 (e), as written, was apparently intended as a giveaway by author- 
izing the President to give back the funds that accrue to the government of the 
purchasing country. This sort of a kick-back provision would permit the dissi- 
pation of the resources and endanger the markets of competing friendly ex- 
porting nations. Weak competitors could not compete against this or any 
other “giveaway” of this sort. To be fair and protect friendly nations, our 
sales under this Act must be hard sales. 

The last paragraph of section 1105 was designed to force the exchange of 
10 percent of the currencies that accrue into dollars appropriated to such Gov 
ernment agencies as Defense, State, FOA, and others. This violates the spirit 
of the act in displacing dollars that would otherwise accrue to the purchasing 
countries. It is conceivable that the dollars appropriated to other Government 
agencies available for expenditure in purchasing countries would not be equal to 
10 percent of the sales made; furthermore, it is an unnecessary limitation and 
governmental entanglement inconsistent with the spirit of the act in trying 
to establish and expand private trading without such governmental interference. 
It violates the displacement principle inherent in the act. We would require that 
the buyer nation assure us that purchases under this act did not displace dollar 
earnings of the United States. Then we reverse the concept in this paragraph 
and demand that at least 10 percent of a country’s purchases under the act 
displace dollars that would otherwise be earned. 

Section 1107: This section plays a vital role in determining the eligibility of po- 
tential buyers to buy under this act for their own currencies. The bases for 
making that determination are inadequately spelled out in this section 

Sec. 1108: The language of this section, together with a $300 million au- 
thorization, provides one-third as much for a giveaway as for sale. Its ap 
plicability to low-income groups establishes a new precedent in global relief 
and could go beyond that which we have provided for the citizens of our own 
country. $300 million for the purposes included in this section could easily 
jeopardize the working and effectiveness of the program of sales for foreign 
currencies. Public Law 216 of the 83d Congress provided $100 million and only 
$9 million was used. The intent behind this wording is obscure. The language 
should be tightened up and the intent made clear before it is considered. 


(The following has been submitted for inclusion in the record :) 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 
Washington, D. C., June 9, 1954. 
Hon. Robert B. Chiperfield, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

Dear Mr. CHIPperFIetp. The attached statement is furnished in response to 
a question by Mr. Vorys as to the procedure employed by the Defense Department 
in screening offshore procurement contracts in the light of unemployment 
conditions in the United States. 

Sincerely yours, 
Crive L. DuVar 2d, 
Assistant General Counsel, 
International Matters. 


The following information is furnished in response to a question hy Mr. Vorys 
as to the procedure employed by the Defense Department in screening offshore 
procurement contracts in the light of unemployment conditions in the United 
States. 

The effect upon employment in the United States of procuring military end 
items offshore is taken into consideration at all times during the development 
and execution of each offshore procurement program, until the contracts are 
actually placed. The basic DOD directive, relating to the OSP provrnm., dated 
August 17, 1951, provides that no items will be procured offshore if such pro 
curement will have a serious effect on United States employment. This 
prohibition is a controlling factor at all stages in the formulation of the overall 
MDA program. 

A provisional determination as to which items shall be procured offshore is 
made at a very early stage in the preparation of an illustrative MDA program 
for the coming fiscal year. In developing an overall MDA provram for the 
purposes of the congressional presentation, each military department determines 
which items in the program can be furnished from United States stocks, which 
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items shall be procured from United States sources, and which items shall be 
procured offshore. In reaching this determination, careful consideration is 
given to United States employment conditions. This consideration is on the 
basis of overall conditions in the various industries involved, rather than on 
the basis of particular surplus labor areas, since this is the only feasible way 
in which the employment factor can be taken into account in the case of offshore 
procurement contracts.’ ; 

The original determination that particular military end items shall be pro- 
cured offshore is never made, of course, unless there are important advantages 
to be obtained in terms of better prices, the development of a foreign production 
base, or the like. Furthermore, this determination, although made at an early 
stage in the formulation of the MDA program for a particular fiscal year, is 
subject to continuous review within the Department of Defense in the light of 
employment conditions in United States industry, until the OSP contracts are 
actually placed. If at any time prior to the time that contracts are let, it ap- 
pears that procurement offshore will have a serious adverse effect upon employ- 
ment conditions in a particular United States industry, the decision to procure 
offshore is changed. For example, included in the fiscal year 1954 OSP program 
were 10 AMS-60-class minesweepers. When it became apparent that a serious 
employment situation in the United States shipbuilding industry had developed, 
the procurement of these minesweepers was shifted from offshore to United 
States yards. This was done notwithstanding the fact that the construction 
cost of such vessels in overseas yards would have been substantially less than 
it will be in United States yards. 


—— 


1 DOD procurement regulations prohibit payment of a price differential on contracts for 
the purpose of relieving economic dislocations in the United States (these regulations 
reflect the provisions of sec. 644, Department of Defense Appropriation Act of 1954, Public 
Law 179, 83d Cong., which prohibits the payment of such a differential in the case of 
procurements funded from DOD appropriations ). Consequently, DOD regulations developed 
to assist surplus labor areas in connection with DOD procurements in the United States 
permit contract awards to producers in depressed areas only if they can meet prices 
previously established by competition among producers from depressed and nondepressed 
areas alike. To attempt to apply these procedures before determining that particular items 
should be bought offshore would be time-consuming, expensive, and completely impractical. 
A substantial portion of the items involved would first have to be offered for procurement 
to United States producers from both depressed and nondepressed areas alike in order to 
establish a competitive price. On the basis of present experience, it is very probable that 
the procurement would go to a producer from a nondepressed area, thus removing the item 
from offshort procurement without in any way aiding United States labor surplus areas. 
And, even as to the balance of the items involved, there is no assurance that any producer 
from a depressed area would be able to meet the competitive price established by the first 
procurement. It would be equally time-consuming and infeasible to attempt to apply _the 
principles embodied in existing procedures as a prerequisite to the actual placing of OSP 
contracts by DOD procurement officers overseas. 
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Attrition aircraft, meaning of _ —- irae 999 
Auriol, M. Vincent, President of the Republic of France, address of, at 
signing of Franco-Laotian Treaty, text of Medios atta? va ile 284 
Australia: 
Communist threat to___- ak s sasetveniitiiiatas tatiana 6 
Contribution of, to cost of movement of migrants, amount of ____- 895, 898 
Mutual security and defense treaty between New Zealand, the United 
a ccalaniace na nies Gong tan Wis cont hae ee ah re esi 6 
Pe Wisc. I5o.- Shas eu- 2. seus, J Shea Spans oe a ee See Oe 11 
Austria: 
Economic aid to, lack of necessity for__..........-.--.------ 53, 124, 736 
Economic development of, forecast of...................-.---.--- 738 
Illustrative program for, fiscal year 1954, deviation from_____------- 736 
NIN I eS Oi SE i ls ge OE ee meet Teint dye very 
Overpopulation in, temporary nature of ee scoop alaioaneaiamenees 904 
UR MUNUOROR BO 8 fo ict, Boise Us Se. 5 nation 738 
Treaty for, attitude of Soviet Union toward____- stain e tine + 88 
UNICEF program in, continuation of, by recipient country - patito 838 
Visa applications in, status of, table on_____..-.........--.------. 901 
Auto assemblies in program for Israel: 
Ie eae are ee a ccsienneclveresnniedmanl 494, 495 
Grant basis for- seas seine Aanraaa . 494-495 
Automobiles, exports of, to Latin “America, nite a 2o- e 371 
B 
Balance of payments: 
Direct forces support to correct shortage of sd ovina eine tinmanke . 1014, 1015 
Effect of American dollar spending on ecmies nal 1015, 1016 
Japanese deficit in, offset of, by United States personne l expenditures- ~, « 261 
UE ROU S  Foa  SU GS. Suis des agit ~ popedeimeobthee 134 
United States, 1946-53, table on__.___..------_-- hci dian ete 1164 
Bankable loans: 
CCribetia of... .... - linea tints di apgeedieaiiam taknihes Bade eee 585 
Effect of proximity to Soviet Union on criteria for-_____-_-------_- 585 
ATT tind ..4 055 anced Palblio ad sme aaenbinan> © eamnen te 493, 494 
ailroad projects as, possibility eer evo. Dae he 551, 552 
Bao Dai, agreement of, with France, concerning status of Viet Nam, 
reference to__-_ isac sa ansce neice coed ania. ch cance As ee aI ee 989 
Bao Dai, presence of, in Paris, reference to - -- ses eeandiaieasabid 265, 272 


Barter basis, military equipment sales on, proposal OE cit ccuedeccsuaeones 938 








1209 


Page 
Basic principles of program_ ade ; 2, 54, 55 
Battle Act. (See Mutual Defense Assistance Control Act; see also East- 
West trade.) 
Bazooka, cost of, statement of Hon. Louis Johnson on ‘ ; ‘ 323 
Beersheba, location of 646 
Belgian Congo, troops in-_- _- : 152 
Belgium: 
Economic assistance to__ : 124 
Export credit facilities in, statement on $26 
Military assistance advisory groups in 100 
Mutual defense assistance to, amount of, reference to 380 
Production in, status of ___- : 662 
Ratification of European Defense Community Treaty by 3, 41 
Bengal, air travel in, extent of ‘ 526, 527 
Bennike, Gen. Vagn, report of, on Kibya incident, reference to 634 
Berlin Conference: 
Reference to 8, 9, 17, 20 
Soviet objectives observed at SS 
Soviet orders to British businessmen during 51 
Berlin, East, population of__- 729 
Berlin, West: 
Assistance to: 
By Federal Republic of Germany, rate of 
In 1953, amount of 
Fiscal year 1954, inerease in, reason for_ 
Fiscal year 1954, nature of 
1951-54, amount of 
Carryover of marks in, effect of, on fiscal vears 1954 and 1955 pro- 
grams ‘ 726, 
‘omparison of eastern and western sectors 
‘ounterpart carryover in 
‘ounterpart in, carryover of, effect of, on program 726. 
‘ounterpart in, contemplated use of, fiscal vear 1955 
Deutschemarks in, need of 
Direct forees, support for 
Economie situation in 
Kseape from Iron Curtain through, possibility of 
Federal Republie of Germany, contribution to 
Importance of assistance to, explanation of 
Industrial assistance to: 
Basis of ‘me 
Proposal for, fiseal year 1955 
Investment capital in, lack of 
Loans to, policy of, success of 
Military purchases in, policy of ‘ 
Mutual defense support for__- ; 29, 30, 
Proposed amount of , 
Mutual development assistance to 
Obligation of funds for, amount of, fiscal year 1954_ - 
Population of‘ trend in, explanation of 
Presentation of program, for _ 
Psychological effect of conditions in 
Refugees in: 
Contributions for, basis of 
Number of_-_-_-- 
Problem of 
RIAS broadcasts in, results of 
Riots in, reference to 
Special program for, reference to- - - 
Unemployment in: 
Assistance for, proposal for, fiscal year 1955 
Decline in _ - 
Problem of, explanation of 
United States contribution to, increase in 
United States intention in_ 
Youth rallies in, results of 
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Bermuda Conference, reference to_-—-—_- ssp sin om sig lettin tne Tit tert at tan i 19 
Bhakra Dam, assistance for, disapproval tS. eetehed leet he oes tee 558 
Gen SRR OE Dn eam w cakes 38 
Birthrate, comparative statement on-- 2... ....6--u-- obsess 905 
Bolivia: 
Agricultural commodities program in __...-. 160, 167, 171-172 
Anticommunism in, strengthened by technic al assistance____--___-- 390 
Counterpart in: 
Generation of____- cuitle ajlesa tbwistithints «ti abitiloon. ilieaatbieens 369 
Statement on 28 a snchblatebibta\tte tteaitlady shceidnd ehitins dee dist 428 
Se . ais whens bith anit tie ins ntadtiindtitee adiek esis 379, 418 
Development assistance for: 
Amount of__ SS ae hte biiniasis b chtrere el © eecebres 29, 366, 369, 379, 389 
Purpose of : atid at dhe dts hehe Mk « 369 
Economic conditions in, comparison of, with Venezuela__...._____. 406 
rs i ee ee ncn nuit) 379 
Highway in (see also Cochabamba-Santa Cruz Highw ay): 
Condition of __ i all s didi iw e eat ke wd sileeiee debs 418 
Financing of wih. tennis Dadian’. <i acre bee «te 417, 418 
Governmental operation of _ ~~ ‘ sweets @oslaleeec§. .. 417, 418 
Land cleared for as wc Gane Sanae oe sneielis 418 
Militarv assistance to, lack of- bi i ca an ee Oa wo aie eal Seal 391 
Milk program in, amount of_________-_ rs Seo hl. Lest io dl ati 7 411 
Program for Se ee re ae ee 31 
Program in, reference to situation in_____ sista stan teidd, canmihs eid Des 417 
Reduction in amount requested for_____....._- SUE crete betes 380 
Technical assistance in: 
Ins, SUITS ON Ds dase cis owdiondd «Ke daeee 412, 413 
Public knowledge of, extent of _ _. . ee . 392 
Transfer of funds to: 
Amount and application of__-—-_---- : Amp ictnageddate 379, 1108 
Amount and source of site «toad i) Gta a: biblhaietretnde dy Reet iene 621 
Bomber, cost of = hdl dei 5 cite, Sica silaecah ee ee ee 71 
Bombers. (See Aircraft.) 
Bowles, Hon. Chester, recommendations of, concerning aid to India, 
reference to__- . ee 877 
Brannan, Hon. Charles, former Secretary of Agriculture, reference to 
agricultural plan of - iutiesaes ated Ji wsldestese Jaeuks 192 
Brass, substitution of steel for, encouragement of__...........--....--- 327 
Brazil: 
Contribution of, to cost of movement of migrants, amount of____---- 895 
Foreign exchange requirements of, effect of, on trade__.......--- ns 676 
Military forces in, use of, in technical assistance programs- --------- 384 
DMilitery eenietance® Program. iN... .....<-- = bs sass Ke dalles-«W-mne 381 
Military assistance to, reference to___...._...----..---.--.----..-- 391 
Mutual defense assistance agreement with, conclusion of_.....___.-- 370 
Pay sealg.cf servinemen in, table’ ol... ..... - - Sc hescuws deewunsS -- 155 
Reimbursable military assistance to, refere nee to first extension of ___ 932 
UNICEF program in, continuation of, by recipient country - - - - -- 836, 837 
Vessels purchased by, number and type of__._.......-.---.------- 939 
Visitors from, introduction of_.._____--- ki ie ee te, oct lee 262 
Bridges, Hon. Styles, letter to, on Morocean pieenthet ., sanths ddsiewiod 234-236 
British Commonwealth (see also Great Britain): 
Comparison of, with French Union in its relationship to Associated 
RD ticki cei ‘ aa lO Ee ee a 11, 12 
Reference to . ; annun teetsebdete in 282 
British Guiana, program in, reference to "6 419 
British Honduras, UNICEF program in, continuation of, by recipient 
country I iat 837 
Brussels Treaty Organization, infrastructure originated by__ salen trans 779 


Budget, Bureau of the: 
Difference between President’s recommendations and figures pre- 
sented to , .. 560, 561 
Letter from Hon. Rowland Hu; ghes, Director of, to Hon. John Taber, 
chairman, Committee on Appropriations, Apr. 23, 1954, enclosing 
a new plan for financing and accounting for military assistance 


funds__. __...--- 1133-1136 
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Budget, Bureau of the—Continued Page 
Presentation of program to, nature of__-.- ‘ ‘ 622 
Screening down of figures presented to ces é 560, 561 

Budget, relation of United States, to others sat : 91 

Budgetary support, explanation of_-_-_- , 279-280 

Budgetary support for France: 

Amount of po why 32 
Reference to su ‘ 498 

Budgetary support for Iran, justification for ... 498-500, 503, 504 

Budgetary support for United Kingdom, amount of___ 321, 322 

Burleson, Hon. Omar, bill of, concerning agricultural commodities, con- 

CCT SS: OF nd lids) | tb weld cuadd cumateds ~ cisions os _ 856, 858, 859 
Burma: 
Aid to, statement in behalf of, by E. Raymond Wilson of the Friends 
Committee on National Legislation 
Economic assistance to 
Forces of, military potential of 
Lesson in 
Pacific Pact, inclusion in, of 
Population of 
Relationship of, with Communists 
Technical assistance in, discontinuation of 
Termination of assistance to 
Termination of program in, reason for 
Troops in, evacuation of . 2 
Burnett, John G., Office of the General Counsel, Foreign Operations Ad- 
ministration, statement of, Apiil 28, 1954 
“Buy America,” reversal of : : 
Byroace, Hon. Henry A., Assistant Secretary of State for Near Eastern, 
South Asian and African Affairs: 
Aceress by, before the American Council for Judaism, Philadelphia, 
Pa : 
Statement of: 
April 13, 1954___- 
May 3, 1954 


Cain, Leighton, Chief of the Reimbursable Aid Branch of the Program 
Division, Office of Military Assistance, Department of Defense, state- 
ment of, Mav 25, 1954______-_- alae " li 921 
Cale, E¢ward G., Director, Office of Regional American Affairs, Depart- 
ment of State, statement of, April 28, 1954 , ; 110 
California Polvtechnic Institute, contract with, for assistance to Seoul 
National University 4139 


Calorie intake per capita in Venezuela_- : baa ; 388 
Cambodia (see also Associated States of Indochina, France, Indochina, 
Navarre plan): 

Aggression in, desirability of bringing to attention of United Nations- 
Aid to, percentage of ___- ery 
Communist threat to, mention of__- 
Economic assistance to 
FOA subchief for, location of ae ai 
Ineepencence of, possibility of.._.. 6, 7, 11, 12, 251, 265, 266, 272, 281, 
Invasion in, nature of_ ; ' 

Campbell, Wallace J., Director, Washineton Office, Cooperative League 

of United States of America, statement of, May 20, 1954 

Canaa: 
Contribution of, to cost of movement of migrants, amount of 
Contribution of, to UNKRA, amount of 
Exports to, comparison of, with possible extent of exports to 

America 
Investments of in Latin America: 
Comparison of United States and, statement on $15, 416 
Increase in 414, 41 
Mierants to, administration of movement of, commendation of 893 
Purchases of military equipment by, under reimbursable military 
assistance provisions, effect of 

Transfer of equipment by, to NATO, type of 
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Capehart, Hon. Homer E. (United States Senator, Indiana), report of, on Page 


Latin America, reference to _--- iS ath JUD JO Boal Uaek 377 
Capital equipment for Turkey, nabenertiialwos $5605.62, 0G aod 66 
Caracas Conference, Tenth Inter-American . Conference » at, ‘refe rence to___- 5 


19, 20, 370, 371 
Caracas, resolution adopted at, commending technical assistance program 
of Organization of American States, reference to-_ _- .=..5°5, 19, 860 
CARE. (See Cooperative for American Remittances Everywhere.) 
Cargoes, legislative provisions concerning, discussion of, by Mr. Francis T. 
Greene, executive vice president of American Merchant Marine Insti- 
tute__- at t i ‘ , ; ...-.. 862-869 


Caribbean (see also Dependent overseas territories, Caribbean area): 


Number of territories in, to receive technical assistance__ rate 374 
Carryover of funds for: 
Authorization of, necessity for, explanation of_ Ji Sauk 1110 
Berlin, effect of, on fiscal year 1954 and 1955 programs. {Ca bG Fa gee 
Civilian relief in Korea (CRIK), amount of, fiscal year 1954____---- 461 
Current amount of . Se Jenweawe UES 1113 
Fiscal year 1955, anticipated amount of. heb GEN do bei Ad 1113 
Korea: 
as ois acs ile ttboncant ieee J LF cheb Giliodels 457 
Necessity for ila dl ds L.otid. abou be L 454 


Korean and Chinese students - 2.50. OS4i4y 1036, 1037 
United Nations Korean Relief Assis tance, amount of... Ot 439 
Carryovers, authorization of, necessity for 


corneal vad eUaUk lit 75, 76, 109 
Categories, cause and effect of, explanation of_ he SEAL i otbotabtahe 1015, 1016 


Categories of assistance, revision in ‘ Levee JSLEL Ss FR 
Category of “undistributed by country,” explanation of _- .-.-.- 128-129 
Celler, Hon. Emanuel, Member of Congress from New York, statement of, 
June 7, 1954___- ; sak Us woud Jl 1061663 
Central America: 
Military assistance agreements with, lack of. .....------- ae 391 
Program for ares , Sune 31 
Centurion tanks, pricing of-.........------.-- onbtehs tw Sil oan 304 
Cereals: 
Demand for, under section 550___.....___--- ba titti at c4ebed 199 
Reduction of exports of, to Korea- - - - - a 


Ceylon: 
Aid to, statement on behalf of, by E. Raymond Wilson of the Friends 
Committee on National Legislation — _--—-_-_- ee a eae 873 
inotusion. of. -4n- Paeihe pect. <- <== -==-.-=---52222 00 ene lle 271 
Chain of command of United States organizations, “coordination in Sasahpes 408 
Chase, Maj. Gen. William Curtis, Chief, Military assistance advisory 
group, Formosa, Department of Defense: 
Statement of: 


I, on en ee eee eee ee ewer 947 
PT TEs te a ee pee eee lane 996 
Chateauroux: 
Communist influence in _ _ -- fe hibit PREC) ns hE A 756 
Supply base at, use of, explanatic Mared: sbeccess sete 755, 756 
Chemical components, Europes an capacity for production 298, 


299, 319, 320, 326, 327 
Chiang Kai-shek, Generalissimo: 


Attitude toward, effect of, on China policy_...-...-.-----------. 355-357 
Consolidation -of China- wander « . occi- nin cs cece ce os ek eee 961 
Ce ee ene edn cle cin d gee lee 263 
i ERGO Ws 8s bs tacowede StueSe enc ssecceudbocweeus 266 
Support Ot EORRIIENS -TOTOTINEIRY fii os os hen eno ndsgntadseumnce 266 
Chicago, University of, survey of technical assistance program by. -...--- 358 


Children: 
Number of, in world weet ISS. I ae 
Uememoumebed. umber Of... ..< 4-222. .5-saescpeccacen re, 838 
Children’s Welfare Fund. (See United Nations Children’s Welfare Fund .) 
Chile: 


Military aasiateance program in... =< -- & o4-< 200 255 seo {USO dc ee 381 
Military assistance to, reference to Sg wile nia rained 391 
Mutual defense assistance agreement with, conclusion of_.......---- 370 
UNICEF program in, continuation of, by recipient country__.------ 837 
Vessels purchased by, number and type of______-_-....-....------ 930 
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China (see also China, Republic of; Communist China; Formosa): 
Appropriation for, in 1949, amount of_- 
Colonialism in, refe rence to- 
Congressional intent concerning, in 1949, circumv vention of 
Combination of, with Soviet Union 
Foreign Service experiences in__ 
Markets in, loss of, by Japan_ 
Offshore islands of, seizure of by Communists - L 
Policy of United States toward, comparison of, with India_ - -- 
Soviet encompassment of - * 
Wedemeyer, Gen. Albert, testimony of, on_- 
China Area Aid Act for 1950, original amount of, reference to 
China area aid money, use of, in India_ ; 
China, Republic of (see also China; Communist C hina; - Formosa): 
Budget of, review of 
Direct forces support to 
Economic assistance to 
Forces of, status of, statement on___-- ets 
Maintenance equipment for, provision of, a U nited States policy__ 932, 9% 
Military assistance program in force in_ 
Military assistance to, result of____ 
Military strength of 
Military strength of, deterrent to Communist | aggression __ 
Obligated funds for, amount of 
Participation of, policy on__......---- 
Recognition of, support of 
Reduction in amount for é 260 
Chinese Communists, “act of participation” by- 21 
Chinese escapees, number of _ - _ - . 917 
Chinese, overseas, assembly point for 248 
Chinese refugees. (See Aid Refugee Chinese Intelle etuals, Ine. ) 
Chinese students, carryover of unexpended balances for 1036, 1037 
Ching Ko, reference to__.....------- 264 
Chou En-lai, reference to-_- - 3 2 i 15 
Christmas food program: 
Cost of food for 183 
eee OH Jol eeeSE SS Ln se 159-163, 167, 180 
Transfer of fund to, amount and source pe): 620 
Church, Hon. Marguerite Stitt, Member of C ongress from Illinois, letter 
to, from B. M. Kohler, of H. C. Speer & Sons Co., opposition action in 
Indochina, May 17, 1954 
Citrus crop of Spain, damage to, result of 
Civilian Relief in Korea 
Activities of Ts TL Le. ‘ 
Amount of program for . Pt. SeES . 261, 262 
Appropriation for, fiscal year 19% 54, amount of _- : 437, 460 
Carryover for, amount of, fiseal year 1954 wate i 461 
Component of Korean program Me : 435 
Expenditures of, in fiscal year 1954, amount of : 460, 461 
Impact of, exte nt of , 449 
Obligated funds of, expenditure Ofasus } , 461 
Obligations for: 
Amount of - Rae iteatiswewirw 437 
Definition of ___- ; ; yas 464 
Type of program, explanation LL: ; d 449 
Classification : 
Definition of degrees of __ ; 62 
Downgrading of - ” ; 59-62, 67, 82, 83, 130 
Errors in, in data books- - - - 321 
Nature and extent of - : 2 _. §9-62 


Withdrawal of, on fiscal year 1954 figures 744 
Classification of breakdowns, divergent policy of, objection to and explana- 


tion of [oe ; . 586, 537 
Classification of Operat ions Research Organization study, reason for- - 677 


45700—54 
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EE ise iin ese eenesnalieda Bee sel Sh 130, 145, 186 
SRT is ctcimniincn conn sand RULE LUO 203 
Dilation ef. ibdisntion Os sci 624i sl acesence eek. Lancbetiet 739 
Inclusion of, in data books in error__._....-....-..-------.------ 321 
SI A isiiae ne acest til ene igenie bh AOR DIUR LO EUR ING JSS 66, 67 
Clay, Eugene, Director, Northern Area, Latin America, Foreign Operations 
Administration, statement of, April 28, 1954_......._......-.-___--.- 407 
Coal and Steel Community: 
PNOUOE BOR a. sien iri cece nda ddanesn+= dened uh es Aa 142 
Conteiusiion.to, amount of . cc. 5e ucasisew. Jaedlé ta) aviiale 128 
Credit requirements of__.........._-------- UGGi saliok tid. wexd 683 
Export-Import Bank loan to, possibility of _...........-..-.------. 128 
Loan to: 
Amount and source of funds for__._-..-_-----.------.- 664, 682, 683 
Dmpeuns OG SOTA. OF nn non cocoons ti) iis 2 i ines 659 
Information concerning, in newspapers_-.....-.-..--.2---.- 672 
Negotiators of__....._- puatere ~ousudueieie. Joaiiais te ssos 659 
Private investment in, possibility of ._._..._.._.....-.+--2 + s+. 683 
Program for_ wacececanenesedii dich ducueIpo epi ieee 124 
URNOE noe emne nn nannnennnnna<tis Jee uae 88, 89 
Transfer of funds to: ; 
Amount end. counee: Of cies cael) os uwcasial ba slacorle var 620, 621 
SENATOR. OF io. . dnc cane evens eetdd ddiund.dtoi 2aiit _-.. 1109 
NI it wees élih ¥ oUed. J0-aGLaisid2 1108 
Cochabamba-Santa Cruz Highway (see also Bolivia, highway in) 
Export-Import Bank loan for, amount of____--.2--..-.-.-.-..--. 417, 418 
2renie On) extent OF .....n<-nc%d~isuWesieisesku tos aininegseurd 418 
Coffee, exports of, from Guatemala, destination of__-........--....--.- 409 
Coffee production in Guatemala, increase in, possibility of__--_-_-. .... 402, 403 
Collective security: 
Effect of Soviet atomic threat on concept of. __.-...-....-....---- 24, 25 
—_—F EO ee ier ey: 669 
Indian attitude toward concept of. _.._-_-- ~~. ~~ od ewiweder ilwe 531 
Infrastructure demonstration of. ..........-...--~ seesunsns bond oes 763 
I ih ie ene cee ennbeusces ate Tn 2, 8, 10, 12 
College contracts for personnel for technical assistance, number and value 
of (see also American University)......-....----..-- sat bess esses 331 
Colombia: 
Contribution of, to cost of movement of migrants, amount of _:_.=- , 895 
Military assistance program in... ._ pi eh ed nck 381 
Military assistance to, reference to__.._..-..._.-...---.----4--44-- 391 
Mutual defense assistance agreement with, conclusion of_._.....__-- 370 
UNICEF program in, continuation of, by recipient country_........ 837 
Vessels purchased by, number and type of______~-_---ce.a.-L.-s--- 930 
Colombo plan: 
ROUGE Oe soon - oon no +onbedl ehag-inndile 16 Sehieee~ AOl datieuwas 530 
Assistance to India through, amount of__.......-....----..-----.. 538 
Gememeiimoent UNGS.. . ... 5<tisnssns +bULb caus ~woationi-k~seuusbaoe 514 
Colonialism: 
Problem in relations with Indie. . . ~ i. scwiciei nner Sennen cede 555, 556 
DUE, cnc cnnamnmbbakannnin orn cbeundnkh ogee aed 263, 627, 628 
NE RON OE oii sn on enn nena nnpwnannnayen+ te eendns 246 
Combat personnel, percentage of, in units, chart on, consideration of...__. 666 
Combined Economic Board, coordination of activities in Korea by--.--_-- 465 
Commander in Chief, Pacific, location of. _...........-_----------cceuu 99 
Commerce, Department of, report of, April 1954, on repayment of loans, 
NN LO IR ceil parecer miner ao = tape pais ese oe sao i IE 493 
Commercial organizations: 
Agricultural technical assistance contracts with, table on__..-..-- 336, 337 
Housing technical assistance contracts with, table on______........- 337 
Industrial technical assistance contracts with, tables on___--..... 337-341 
Public administration technical assistance contracts with, tables on_. 342 
Source of technical assistance personnel _-_........-.-..--------- 331 
Transportation technical assistance contracts with, table on_--_---- 342, 343 
Commercial purchases of equipment, distinction between reimbursable 
RE an naib ie-0ds ian deamon Nhonautens 933, 934 
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Commission on Foreign Economic Policy (see also Randall, Clarence E. 
Chairman of the Commission on Foreign Economie Policy) : 
Mention of 
Recommendations of: 
On development assistance __ 


On economic grant aid : : 4 . . 500, 


On guaranty provisions____- 

On lending policy to foreign nati ions, reference to 
On private investment - - - a 

On technical assistance, quotation of. 

On technical assistance, reference to 


Commitment concerning counterpart - - 136, 137, 
Commitment in Israel, reference to_- 605, 606, 


Commitment, lack of: 


I I TO I as cece ‘ bisa ba hh, S28, 


In illustrative program _ weit 


Commitment of funds for Korea, subject to congressional action _ — - 453, 458, 


Commitment of troops for Indochina, mention of 

Commitment to defend Republic of Korea, explanation of 

Commitment to give economic aid to Spain, consideration of 

Commitments, limitation on 

Commitments of the United Kingdom to NATO, de velopment of forces to 
meet , 

Commitments to N ATO, cost of wasnt bot! a bes natal 

Commitments to Republic of Korea, extent o6s) bustnkeow coir 55, 456, 458, 

Committee responsiblility for program, nature of. 

Commodity agreements international, recommendations of American 
Farm Bureau Federation concerning - _ _- 

Commodity Credit Corporation (see also Surplus agricultural commodities) : 


Amount of stocks of _-__- C1 ~ GseMELL Jen -- 190, 


Policies of, discussion of 


Beans 00 N00 Of. ud an nile wane x PTA. PP eT 160, 161, 171, 172, 


Common use program. (See Direct Forces Support.) 


501 


1037 


551 

58 
792 
798 
140 
635 


530 
561 
459 
22 
432 
694 
2 


733 

3 
459 
503 


855 
191 


852 
199 


Common use program, description of, in Indochina_ ----- 1013, 1014 


Communalism, explanation of, in India_____- r ea . §12, 


Communism: 
Containment of, hemisphere policy of - wows 
Declaration concerning, at 10th Inter- American Confere ance, Caracas, 


reference to_ - - - . siealiny 5, 19, 
Emigration assistanc e, effect of, on influence of... ..- 903, 904, 916, 
Hemisphere defense against, necessity foresuin: iii date cect OM 
Indian fight against_-__- -- bw ikaie iia a4ancnee 


Venezuelan attitude toward- ‘ sania 
Communist China (see also China; China, Republic of; Formosa): 
Agreement. between India and, on Tibet: 
Mention of. 
Terms of____-__- 
Aggression by, denied 
Aggression in Indochina by 


Consolidation of, success in wis BO, 


Control of Tibet, extent of 


526 
405 


369 
917 
405 
513 
409 


961 
517 


Counterrevolutionary movement in, possibilities of -- — - - 960-962 


Demoralization of people in- nee OG; 


Development plan of, effect of, on India... __- eee: ee 


962 
538 


Diversion of forces by, from Korea to Indochina - - aa ~ 4 


European exports to, control of 


293 


Forces deterrent to, in Far East ; . 267-269 
Formosa, deterrent to__-- 267-269 


Guerrilla fighting on mainland of, discussion we ae 


960 


Indian attitude toward ade " 5lb, ‘517, 555, 559 


Intervention in Vietnam by --- 

Japanese trade with i 

Military strength-of, compared to Soviet Union 
Narcotics trade by, illegitimate 

Participation of, in battle of Dien Bien Phu- 
Political relationship of, to Soviet Union___---- 
Policy toward_-_.-.-- ke 


Recognition of, opposition Ts ialavencte 246, 


249 
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Communist China—Continued Page 
Representation of, in the United Nations, opposition to_....-.--- 246, 249 
Resolution on admission of, congressional action on_...-.--..----.. 22 
Southeast Asia food source for-_--__- sae eee ee 248 
Strength of, achievement of, comparison of, with Indian position.... 559 
ne ee Se I OND... mime nnnndt dteducucuudewsslhe< 229 
Totalitarian form of government in____._______- £ig igen beeas Wbtaacael heen 229 
‘TER EEO a WN a aide ois ee 0k ik ci eed Bhan 517 
Trade policies toward _____-__ astetinece einer sw «ik SDR th RES EE Ne a 246 

a deputies elected to First National Assembly of France, number 

Bab Meare nia eich ines the Rbk lib lnai AOE ted. ath d. wo 756 

Communist Party, Indian, mention of._____._..-...---------..---.--- 557 

Communist rulers, Soviet and Chinese, military establishment of... ...-- 2 

Communists: 

Attack on Formosa by, possibility of._.................-..--.-.- 956, 957 
Attacks of, on aid to India, effect of... .. 2. ck secs tence 519 
Attitude of Bombay toward aid to India___._.......-...-.------- 513 i 
Atti. 66 Somere ING. OG Sis iii ei). sh sucosk ie demas 511 : 
Attitude of, toward technical assistance in Indonesia__.........--.- 80 
Challenge to democracy by_..__----- Jab bie Te ee 258, 263, 271 : 
Cnet REED OF SEATONTOD OF...........-- n-nnoddmoeudail wcemess 6 2 
Deore LL a nl aul eels cede 248, 249 
Higect.of fopcign.eid programs on... .................-----..------ 364 : 
Effect of presence of, in Indochina__._.............-..--.-------- 533 } 
Escapees situation exploited by_.............-.----------------.- 916 ; 
Pebedets ecmneUhs We..os8 es osses id. cla eeepc ound 8 
Ciepiemeints: comin bys ocak. shied Sac al. cdc uccnae pebd 402 : 
RE ROTENG «6 ocr cern ndsulssics supigle Amel « 519 
Tntieniiien of; ni Ghebenaues oo duis swish ol exouse ok bas0-eidin 756 , 
leliiteation of France by, extent of ...... 22... 2.6 6 Seinen ccsen 756 i 
I ids, onic athibnnecakwewinwewe wast deb Se amieehl 1008 
Pay Me? GI 08 oS ok cnn nnn nnwnbis dakadeseiod 10, 11 ' 
Korean significance to, explanation of__............-.----.---.- 432-433 ; 
I I ME ate, eis Cod) i, ks. esas esti edewetny aie 433 ; 
Military potential of, in Far East and Southeast Asia__..........-- 950 
Deer genes of, in INGOCMRR.. . . nc ecnce nc ccnsensnectsdd 7 4 
Opposition ‘of, té techriical’assistance__.___._.........--..-----.-- 390 i 
Peery GENO OE. 2d ees Ste Wis db ce seein 240 
Population in Far East and Southeast Asia of, comparision of, with j 
RSENS. oo: ok SauGSE di Usa ba ducks essebbias Cebbenne 950 : 
Population statistics on, tables on_-_._...-.------.------------ 952, 953 
Prisoners of war who are not, reference to promises concerning - - -- ~~ 456 
Relatiesship of Burmese: with... ..<. 1... bssce0 ceuisienndens 231, 238 i 
Resistance to, effect of assistance on______....-.--.------------ 230, 240 4 
Sabotage of pipelines by, possibility of ..._...........---.-.---- 773, 776 ; 
ins hmbao tenn ied anon wow~wsesn nce nm 8 i 
Strength of: : 
Pe neien mntENN on. ois os sok aon nn bla athe ees 529 : 
en oc ecicdnncndscteeccuo ssh Shull elienam 80 3 
Subversion by: 
SS nn er ane +R stall 163 
In Far East and Pacific, danger of................-..--..-.-- 258 
enn Mesines OF own 5 cove cen nti decaes Jenmenlascux 8 
Threat of: 
PO ict Plc WU Uitduel eu Wok tkasee. ac anh awit 355, 356 
Oi OE ees. ows bi... de oa canon 220 
ip OS on ek eo cd i ee ed ck, adsl 528, 529 
Trade with (see also East-West trade; strategic list): 
Controls against, justification for__........-...-..-..--.-.-- 292-293 
Review and reyision of policies on____.__._._.....------ 14, 42, 43, 51 
Votes in Western Europe, decline in_______.._.......-.----+-.-+-- 89 
Community development. (See Development assistance to India.) 
Competition for exports to Latin America, statement on -_-_--_...-----. 422, 427 


Competition for sales of equipment: 
Between commercial sources and government agencies under reim- 
bursable military assistance program, consideration of__._-.-...- 933-935 
Liberalization of payment provisions to meet, explanation of effect 
| ETO TD ie Pee NT ER 937, 938 
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Page 

Competition from Europe, discussion of ____.......----.------.----- 675, 676 

Competition in overseas private investment-_--__.---------- 414-418, 421, 422 
Competition of U. N. Children’s Fund with nongovernmental agencies, 

BT creer te or tee re achang, ein aceensw eran matte «2 yo ni eeniaia las RUMI Dee Hh thltes a ise a 84! 


Competition of United States labor with slave labor, mention of. _-_-~-- 49, 50 
Competitive bidding for contracts for construction of N ATO infrastructure: 
NI cits teenies cee dices sm adie 
Reduction in cost through Re oe Se ES Pee Rae eee ON ree ee 784 
Conformity. (See Foreign aid to countries with divergent views on 
foreign policy.) 


Congress: 
Excess equipment transfers without knowledge of, discussion con- 
CNG cin neo mentee 5 no nick hittin STARS es .... 966, 967 
Expression ‘of, concerning reduction of percentage of contributions to 
U. N. voluntary programs, reference to...................-..-.. 810 
Intent of: 
LACCUWOREIOR OF 2 sno cn Hea. Louk ae 619, 621, 734-738, 997 
Concerning fiscal year 1954 defense support for United Kingdom, 
implementation of, explanation of _---...---. bia decae eee tee 
Concerning United Kingdom aircraft program, circumvention of_ 1103, 
1104 
Implementation of, in flexibility of funds sik ecse ania eh 1110 
In Mutual Defense Assistance Control Act, maintenance of- -- -- 1083 


DEI Co vectra meairinteciemticeenepnnmaincin one Ws A i os 725 

Necessity for specific language in legislation to implement. 735, 737, 738 
Congressional action, commitment of funds for Korea subject to_. 453, 458, 459 
Congressional approval, of agreement between Ireland and United States 


GR GOUBLATOATS,. TODOIIIGY TOR ied le hati a lien de ee wade 133, 136-139 
Congressional approval of transfer of funds for railroad equipment for 
aN a a ee 549, 550 
Congressional control of application of funds, discussion concerning. - - - - as Gai, 
622, 976, 977 
Congressional vote on technical assistance programs, significance of... 362, 363 
Comaness Party, Indien, Diemee O68. Go ei Sea ewes nn dase 557 
Conquest, ‘‘by whatever means”’, a threat_.............--...--------- 15 
Conscription age and period of forces in Iran__.....__...........-..-.-- 571 
Construction equipment in program for Israel, amount of__.._..-....--- 494 
Consultations departmentally on draft bill, reference to. .._______- ... 84, 85 
Consumption, increase in, stimulation of - Wc RES, lh td it aot 188, 190-194 
Consumption in Europe, ‘comparison of, with United States_....-_____- 124 
Containment, policy of, reference to... ................-.....-..... 264, 266 
Contingent nature of items in NS ial ll walek si cs in asc ph cain i 47 
Contracts for base construction in Spain, number of__.........-------- 724 


Contractual obligational authority. (See Obligational authority for 
contracts.) 
Contributions, nongovernmental, effect of, on foreign aid programs_._._. 650 
652, 654, 655 
Convertibility. (See Illustrative program, Transfer of funds.) 
Convertibility of currencies, recommendations concerning, by American 
PE. Berea POCNMOR ip deen tise ins Oo lsdesdadedetes dauss 855 
Convoys, protection of, by NATO naval forces__.__.._._.....________- 785 
Cooley, Hon. Harold D., Member of Congress, (North Carolina), state- 


ment of, concerning Operation I os da sais tain ies wn int, «AD 161 
Cooperative American Remittances to Everywhere: 

Dodd, Norris E., of, statement of, June 7, 1954. _________- 1058-1061 

UOUOINDR Dh i. 8, ttn oie ohn othiauwatha 880, 883-885 

Sanders, J. T., of, statement of, June 7, 1954 ~u.-...-. 1070-1075 

Coordination of data i in 1955 POON... isis aid) cnn ne sac niisn is seals 82, 83 


Coordination of screening process in United States, description of_____- 101-103 
Coote, Wendell B., International Administration Officer, Department of 


State, statement ‘of, SO UT I SB ahah an Ss or nrc saan warns OR 810 
Costs of mutual security program: 

i a 32 

IY OR Oa ae Fk et aicenlntsin cieesithencnte semimnad 40 








Cotton: 


Demand for: Page 
ee tuyere. li Meu luL eeeeeouc al see 197 

ee en ee. Ssh Ct Gee a dakidoe ede clk dee cel 197, 199 

Cotton surpluses in Karachi, extent of__............_.---------------- 579 


Coudert, Hon. Frederic R., Jr., Member of C ongress ‘(New York), amend- 
ment by, proposing limitation on use of funds in armed conflict, dis- 


Rleuitied badwedebbad dba ed Saw eee toe 2». 429, 430, 440 
Coulter, Lt. Gen. Jolin A., Agent General of U NKRA, reference to____-- 466 
Counterpart: 

Agreement with Ireland on, vote on motion for completion of ‘ 140 
Amount of, over the world__---- ara os ae 138, 139 
Availability Ofve 2228 d ‘ re 126 
Availability of, to support French military Stites es bee pulzas FBO 
Commitments on ROLES Hie oat a york. . 136, 137, 140 
Comepunettn dl 106-006 och ce pselenecewuy. yietovios J 137 
Generation of: 
Through emergency food assistance__.-__.__--- jis te 389 
By European Cooperation Act UITULE seay Jas bude 135, 139 
Precedent. concerning disposition of_- seu: Ui eoiu sos BS, 168, 130 
Provision for, in Far East and Pacific __ Meh wuetasers 261 
Unencumbered, amount of-___-- : 139 
Use of: 
American Farm Bureau Federation views on- - - - pete od 857 
Fxplanation of ; i oe woud ialZ 136, 187 
Counterpart agencies, role of, in fixancing migrations_—__-_---_-...------ 893 
Counterpart in Berlin: 
Carryover of, effect of, on program _ & Je ..-. 126, 726, 727 
Contemplated use of, fiscal vear 1955 i ocaJunoi chs 727 
Counterpart in Bolivia: 
Generation of - - - pianaashins ne ‘ 5 369 
Statement on - MODI seauul Joa Aoi 3% » feos 428 
Use of - . ; 379, 418 
( ‘ounterpart i he Pas Mibitty mee o82009.02 ees loseubed yo aber levee 1006 
Counterpart in Formosa, use of, amount and nature of....___._........ 1012 
Counterpart in India: 
Deinttishmmest of... 2. 5. 2S bale excel J et. 364 
Source and purpose ehiuguce.Jecyl. cl ou soosa lees golteby OED 
Use-of. sc. .c piosa Jiuk Gatiou Sclsubediced sh 547, 550, 551 
Counterpart in Indochina, use of... __-- pliewk dowscusak -e . 279, 280 
Counterpart in Ireland, disposition of___.._-..-...------------- .s- 131-140 
Counterpart in Spain, source and use ee ~ ao Yatiod 689, 691, 711 
Counterpart in the United Kingdom, source and use of__._:-.... 732, 735, 737 
Counterpart in Venezuela, lack of. Cue a weleoiu ceed at sightiniey 
Country programs. (See Illustrative programs). 
Country teams, components of -_ _- =, wee ant un hee ae 747 
Criteria for determination of technical assistance. __._..........-..---- 219 
Cuba: 
Jute imports feoiu, te@uction 40. sceuecu, oslinw culi ecin- eile 521 
Military assistance program in_._............---..-...-.-.--.-- 381, 391 
Mutual defense assistance agreement with, conclusion of___-_- tia 370 
Currencies, convertibility of, recommendations concerning, by American 

Farm-Durceu Poedwetene nse inl a cosas A tL ial weed a 855 

Czechoslovakia: 
Border of, air combat on, possibility of ...........--------- fasasa”) 174 
PerGination-of, in GNICERi.. Wiivcsuwess iba. cl duc du kw 845 
Political relationship of, to Soviet Union____...._.....--..------- 23 
Purchase of railroad equipment for India from_---..--..---------- 548 
Source of artillery used in Indochina___.___-__--..----..-----.---- 20 
D 
Dairy products, amount of, for Near East, fiscal year 1954___.-_-__----- 199 
Tyumaenous~land in, Value of. = :- = === <<< -cscccccccccseccccaccesc lolly 648 
Dan River, location and control of___....=..-.---------------+-------- 646 
Data and Plans, Israeli Government publication, reference to_--~-------- 602 


Data books, errors in declassification of pages of........--------------- 321 
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Dawson, Laurence, Chief, Escapee Program Division, Foreign Operations 
Administration: Page 
Statement of, May 25, 1954_______- aa AMiisouaaes 4y2) 916 
Statement for the record submitted by, on “escapee program 924, 925 
D-day, floating. (See Floating D-day.) 


DDT shipments to Iran, amount of__- : ee Jusaet 567 
Declaration of foreign policy at the 10th Inter-American Conference, 
ae a a ee sheet sa ak obi aie eau 5 
Declassification of information. ___- ......... 59-62, 67, 82, 83, 130 
Defense agreement with Spain, text of - _.. 708-710 
Defense budgets of recipient countries, analysis of, consideration of _ . 667, 668 
Defense, Department of: 
Administration of military programs by._..............---.--- .- 28 
\llocations to 2o20 Oh ast. uu sa jGua 33 
Budget of, basis of be ws Le Jeti... 682 
Equipment cost, comparison of, with De partment of Army g 218 
Expenditures of _ _ - I a ical ae 34 
Korean aid from bud: get of, administration of 165, 466 
Korean military assistance from budget of .. 441, 452 
Expenditures of, less than authorized program 108 
Offshore procurement, resistance to, by___- : 324 
Operations carried on by- - --- nee SE cng 1 
Study of, on deliveries » ¢ : : 150 
Defense expenditures for the U nited States, reduction in obligational 
authority for__-- : 296 
Defense expe nditures, level of, € estimate of 663 
Defense expe nditures of Formosa, percentage of budget used for.......-- 1012 
Defense expenditures of NATO, amount of... ‘ 669 
Defense expenditures of Spain, amount of : 689 
Defense expenditures of the United Kingdom: 
I Bik Nic at cetig inte nidonp teeth the DAM ith. sicculesy i) SS La. 732 
Rate of gross national product of awit ; . puts. 732 


Defense, Secretary of: 


\dministration of facilities assistance program by__.-....-.-.------ 300 
Duties of, chart on principal - - -- Jue iOwe Ase G ldie Ls.. 94 
Duties of, chart on principal, expl: anation of_ sai shia diamine 6 01s Ssh 98 
Unified Command in Korea, relationship to, of...........--------- 466 


Defense support (see also Economic aid; Mutual defense support assist- 
ance): 


UND I oa i einer tbe OL eile) sete es 164 
Comparison of reason for and Tesults of __.__- ahibile eet hin mo SEE he 1016 
Criteria for extension of___—- e tuimatilaaas 741, Tae 
Distinction between direct forces support ond cals a dia uaek; i.. 1058 
Flexibility of funds for, necessity of, in new legislation, discussion 
iach ta Saale Gis oeih. ems 975-978, 990 
Irish program shift to concept Of. cnn nncaoen Ba cuuletisbiag £406." 135 
Surplus agricultural commodities program of__.............----- 159, 160 


Defense support for Europe: 
Fiscal year 1954: 


Legislative action on, explanation of__..........--..------ Z 734 
Proration of, prohibition against_._.........._.-- Si. BOL WS 735 
Transfer of funds to, amount and source of _ - SLGUL ve 621 
Defense support for Pakistan, possibility of i ‘ [ : 577 
Defense support for United Kingdom, fiscal year 1954: 
Distribution of alla ti heehiaathn 737 
Legislative intent concerning, imple mentation of, explanation of 734-737 


Defense support for Yugoslavia: 
Amount of, fiscal year 1953 pn an<aeseeiae ; ‘ its 71 
Distribution of, fiscal vear 1955 - - - s i 717 
Magnitude of _ - i be 715 
Deficiencies: 


Amount of, reduction in, discussion concerning - -- - sa 560 

Cost of pans S589 _ 102, 103 
Deficiency list, aagerninaticn of... _.. 101-104 
De Lany, Adm. W. &., Deputy Director for Mutual Defense Assistance 


Control Act, a Tg per gune. 7 A 9ORindes ve eh. oo sed iegku mn ewin 1091 
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Deliveries (see also Shipments): Page 


Accounting procedures relationship to, popes changes ir legisla- 


tion concerning - _ _ i cndieaatea Sibel. shit. LAT oll Ldeaun 617, 618 
Amount of______ ’ 7 suias i s us taaneis 146 
Appropriations use ed for-_ - ; qebeAl os 303. ue 3 50 
eee OO NE Ms es obet Se a 997 


Balance between purchases and, of reimbursable military assistance, 


possibility of_ Snakes mariana nite 936 
By the Air Force to NATO, perce ntage of - use ull wees 781 
By the Army to NATO, percentage of - PSeIC es cet _ 780, 781 
By the Navy to NATO, ———— ota. Luatiuu. ta wesbed¢ 781 
Defense Department study of _- : ocemcn oa atu deaaneiie Lot 150 


Delay in: 
Compensation of, by lack of achievement of force goals_-_--_-_-_-- 685 


Effect of Richards amendment on_- - - -- ; VeeC.sG 742 
Effect of, on force goals of France__---_-- ON Steel sul 748 
Lag in: 

Explanation of___-.--_-.---- ... 149, 150 


Justification of request for new funds in view of _ _- 998, 1000, 1004, 1005 


Reasons for, inability to determine. F oe 4 tit ST 960 
Relationship a, we Seeeeeeests 2Oedecoi udder oad ee 460 


To Spain: 
Amount of___- ; 711 


Effect of, on program. _-- Lthed Sh r mais . 711-712 
Lead time on: 
Average of___.__- ieedoueis Btermlen to | ca sole 743 


Extent of, in France ____- wo oaa-2-0 2222 en eeneenee: 4 748 


Limitation on, congressional control of_..._---_- i cee wi 622 
Obsolescense of, Gommeneneen OE oboe. 2 ocd. ba cose 684 
Of aircraft to Far East, explanation of status of__._____- 991- -993, 996, 997 
Of aircraft to Y ugoslavia, projection of_______-- a beens eng 719 
Of arms to the Near East, extent of... 5.5 2.25 osu cca ce 485-486 
Of military equipment, delay i weneen fer. = .......-30-cusendes 685 
Of reimbursable military assistance, procedures for, explanation of. 936, 937 
Of spare parts, percentage of_-_- - - -- = asia Se WRT SE, SUL EMILE 2 .. 752-753 
Pee oe. Sol. Soe bee sok Gah cues 20 eels 115 
Dass o.oo. ol Lee ae oak ch boeoeu) sus! 230 
Richards amendment effect on_____.-_---- 54, 117, 670, 671, 672, 742, 743 
ee SE llskat se chien tents ac om doe ao pe lnioaip vhs. a 685 


Storage problem due to inability to make 
To Europe: 


UNE tn ee ae oud ee TO ee 150, 151 
aplensiion of chart Gui. isiga i coapd) lec cei he see 150, 151 
To Far East and Pacific, amount of.............-.-.--.. 257, 1003-1005 
eee IE I ne BO 957, 958-960 
7 eee atin Oe gn ns ee J 748 
Anticipation Ot, Ore -efe sb scr; eS oroceies 22 i ES Od 750 
To international organization, possibility Of... cag0ie Sia ta ee 
To Korea, lag in, effect of_.....-.------ sass psp sh mes dsecs a A 454 
To Spain, extent ME. ee? Jo elieomices ob chaos thei te bes 693 
Demonstration yaws program, WNRGONE OR his ack Ur UOT. 840 
Demonstration malaria control program, success of _.............-.-- 839, 840 
Demonstration projects, success of. ....._.......-.-.-....-----.5--.-s 839 
Denmark: 
ONIN INNO Be em minna names dee 29, 124 
Mutual defense assistance to, amount of, reference to____._.--.---- 383 
ee Geeneon tn, immortence of... .. 2 eee ul UL 766 
Deobligation of funds, explanation of... ...........- 222-252 2ee 1013 
Dependable undertaking: 
I dt conconahed ab aputscarseamipdeed eae we sasareaaiemeainiaineasasnalaaak 931, 932 
First transaction under provisions for__-.....-------------------- 932 
Limitetion on tremmotions Ofse ui.) fis eee ok Se 932 
Dependent overseas territories: 
Genteats fen, enplanitbon of... co.ocsse- ses age. SC 419 
Development of program for, procedure used in, statement on.... 680, 681 
Native participation in determination of program for__----~--------- 680 
OROOOE Wi Sak. 5s BSS een Soe ic ksccwacisce 680 
Danse Gn; Gan Oa ae Ok nn nin obi ake sec eEsisss 419 


Reflection of nationalism in program for_....---.-.------------- 679, 680 
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Dependent overseas territories in Africa: Page 
Obligations for, amount of bine 613 
Transfer of surplus agricultural commodities for, amount of- iu Ge 

Dependent overseas territories in Caribbean area, program for, explana- 

tory statement on-_ ‘ ‘ ... 419, 420 

Deterrent strategy, explanation oe Geisnan wd MWiieeue 2 

De Shazo, General, background of. : po 753 

De Shazo, Maj. Gen. Thomas E., Chief, Military Assistance Advisory 

Group, France, statement of, May 18, 1954_ mo... 747 

Destroyer escorts, offshore procurement of, from It aly ieee ‘ Places 310 

Deutschemarks, need of, in Berlin. __._.._____- « Pees 126 

Development assistance: 

Agricultural commodities for, amount of__- : 166 
Amount of __ beet ; Bie 125 
Amount of request for 1955 for ‘ ne 27 
Benefits to be derived from_ 192 
Concepts underlying - - - - - 54, 55 
Distinction between food and development in program for 

Distinction between technical assistance and_ ‘ sau SS, 
Emphasis on - ~~ a BT 22 33 
Nature of- b : ; i é 29, 30, 220 
Percentage of program - -_- weed len _.. 36-38, 41 
Technical assistance included __ _ - 

Development assistance to Arab States, mention of 

Development assistance to Bolivia: 

Amount of : d tL JUS, 368 
Mention of . “i haat 29 

Development assistance to Egypt: 

Program for : ee = i j 594 
Termination of, prospects of - - 595 
Development assistance to Far East, mention of-_-_-- --- 29 
Development assistance to India: 
Amount and breakdown of ‘ Wisse eso §24, 525 
Amount of__-_- - i : , 31, 239, 240 
Amount of, fiscal year 1955 gan ii Peek 536 
Assumption of program of, by host country, anticipation of_------ 541 
Disclosure of amount of, objection to and explanation of 536, 537 
Emphasis of, on supplies and onary JJ wuestNUAwetiul SR, 625 
Justification a eu 221, 222 
Number of villages, workers, supervisors, and trainees to date in 539 
Purpose of_- . 2G . J Jel. 889, 540 
Village development core wank ome i 539 

Development assistance to Iran: 

Loan basis for, desirability of _ _ - msS44 aA peak 494 
Mention of _ , 2 “ok Fin % 29 
Development assistance to Israel: 
Amount and breakdown of - -_ - = angie geau 494 
Mention of Ss beGeote Be : 29 
Summary of . “ wait ; ; ‘ , 609 
Unobligated balance of, amount of and reason for ns id band 607 

Development assistance to Latin America: 

Amount of__-__- Asis ake Fae te ae : 366, 374 
Mention of _ _ _-- ia tag ; A 29 
Purpose of : 367, 368, 371, 372 

Development assistance to the Near E ast: 

Basis of, discussion of - -- - - - 2a ; 653 
Mention of - eu bad oot bah sash : ; 29 
Type of___- ; ite . 195 

Development assistance to the Near East, Africa, and South Asia: 

OU SR puna ; Fs Sth: " 492 

Type of 493, 494 
Development assistance to the Near East and Africa, amount of package 

program for__--- 7 pu weoSs ua 223 

Development assistance to P. akistan: 

Amount of___-- ; as Wits sats bite 43 
Amount of, fiscal year 1955. 2 ci 576 
Mention of ink Ga vdaur oR OR ‘ 29 
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Development assistance to Philippines: Page 
Amount and nature of : 7 ao olid JUESeS SUL UOUELUSUS 252 
Mention of PUL 40 5u 29 

Development assistance to Syria, possibility of loans for- 494 


Development of weapons of advanced design. (See W eapons; Research 
and development.) 
Dienbienphu: 
Battle of: 


Effect of, on Geneva Conference, reference to_....-.--------.- 553 
Nature of : bobs Jo oweeine Likes elscowed 4 15 
Outlook in pucccwesuctuvcebstuuliaiivinduo aise i 291 
Reference to : os BURR 7, 20, 254 
Communist China participation in gia. jtUinwuces Jasutliars i) 
Cosonsumant intention in. .............- 5. bisdsudauads 85 
Composition of troops in_ _ .-_------ nel bi ged Upton law bi 85 

Fall of: 
Announcement of_...........-..- wiih waiiaen ad pists 622 
Effect of, on program. di dosad 679 
Indian refusal to permit flights cross country to, explanati ion of - ‘ 522, 523 
Direct aid, desirability of Seren wanite dena 56, 57 
Direct aid versus aid through gove rnments_ _- bsioe en wtinie 86, 87 
Direct approach, desirability of _ : ._ 179, 180, 185, 186, 191, 200 
Direct approach, desirability of, in Indochina_-_-_-.-_..-..------ .... 983, 984 
Direct approach to Vietnam, advantage in __._----. ab woctadeinns Jdususe 292 


Direct forces support: 


Aircraft purchases purpose of. ........---- white : 129 
Amount of nse Ba a ala a ald o«eend@uualiag 34 

For common use scacalaume d cies 125 

For surplus agricultural commodities ates eMais Sos 1vasee 166 
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meenon Tee wearin Tt. sc ces oi ccc cccccasscteccesaJomoax 278 
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Dudlar ‘purcheses, Amoweit of. oS. Sk SS ice Lal yi dee 50 


Dollar reserves in Europe, amount of _.-.-.......-..------.-.-------- 124 
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Restriction of, amendment proposing__.....-.....----.--.-------- 57 
Review and revision of policies on_.........-..-..-----.--- 14, 42, 43, 51 
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Ecuador: Page 
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UNICEF program in, continuation of, by recipient country _____- 837, 838 
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concerning regional organization in Far East, reference to_. 252, 253, 292, 293 
Educational exchange, coordination of programs for, statement on 59, 360 
Education program in El Salvador: 
1954, lack of 807 
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Political situation in_______- 595 
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Program for, possibility of -_ - - 210 
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Delay in, cause of _ - - a z 593 
Explanation of _.. 593, 594 
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Egyptian-American Rural Improvement Serv ices: 
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Elections in the Near East, lack of, to effect change i in government 2 JoJ22 628, 629 
Electrical apparatus in program for Israel, amount of___- 494 
Electronics, pricing in field of, comparison of, Europe versus U nited States. 305 
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Request for, fiscal year 1955, amount of_____._.-_.._-2...--.-- 807 
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Health program in: 


Nature of - wie tr Seite wes eAvatioion nmin ie aD Ube a 800, 801, 803 
Under sponsorship of U. N. Expanded Program for Technical 


Pe TENE BE osetia ier reemgnnn ee 795, 796 
Technical assistance in: 
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‘Dyes OC MORTAR « bGkcnccdaneevcnscoes oe . 803 
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Termination of activities of Intergovernmental Committee for 
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ind items—Continued 
Programs in the Near East, South Asia, and Africa: 
Explanation of 
Table on_ 4 i 

Transactions under reimbursable military assistance program, ‘status 
of, table on 

Supervision of_- : 

‘ngineering change orders, amount of, for aircraft 
Sngineering know-how, applic ation of, in Europe---. 
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Reimbursable military assistance.) 
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Of World War II, combat worthiness of ___- E : 753 
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Status of programs for, chart of . eoveuve ud 112 

Explanation of , 115 
Transfer of, to Japan: 
Legislative history of provision of bill under which authority 
requested for Mish's o SE ¢ 965 
Request for, fiscal year 1955 a 53, 964 
Equipment for Europe, fiscal year 1955, amount of 743 
Equipment for European Defense Community countries, fiscal year 1954: 
Amount of 742 
Deliveries under, lack of 742 
Equipment for European Defense Community, fiscal year 1955,amountof. 743 
Equipment for the Far East and the Pacific, value of program for: 
‘xplanation of 257 
Table on 256 
Equipment. for France: 

Anticipated delivery of, type of aire Led i 750 

Adequacy of, for training & ; 748 

Lack of \ woe 750 

Obsolescence of 753 

Equipment for Near East, South Asia and Africa, table on value of ___- 214 
Explanation of __- -- Sue 218 
Equipment in France, pre-W ‘orld War II, , disposition Soiws.Jc- 748 
Ernest, Roger, Assistant Chief for Plans and ¢ soordination, European 
Division, Office of Foreign Military Affairs, Office of the Assistant Sec- 
retary of Defense for International Security Affairs, Department of 
Defense, statement of, May 1954 757 
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Extent of, through Germany____...-...--.--------- Guts 730 
Methods used by, description of Ly igs4 cucu! 730, Ge 
Kscapee program, contracts for, table on______-_- ~~ : . 347-351 
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Escapees (see also Kersten amendment) : Page 
Communist exploitation of situation of___.__.......------.------- 916 
Countries in which program for, operates__..........-.--..--.---- 917 
Eligibility of, in Europe, explanation of determination of__--__--- 918, 925 
Explanation of program for, by Laurence Dawson, Chief, Escapee 

Or TNO IN in wn niche ewes waka aaiceeenel, BU. 916-921 
Movement of, in Europe, extent of. ..........-....--.-..-- 920-921, 925 
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Naar ,.5m Semmes... .sdosd Gl . se hee less had ned. gat 918 
Program for, amount and source of funds for, fiscal year 1955__ 918-919, 925 
Program for, fiscal year 1955, statement concerning__--........---- 925 


Soviet controls over, statement for the record concerning, submitted 
by Laurence A. Dawson, Chief, Escapee Program Division, FOA_ 926-928 
Statement for the record on program for, submitted by Laurence 
Dawson, Chief, Escapee Program Division, Foreign Operations 


DEI. 4... BG ts bn ea Sb Ss ntbnssceevc. Jeudh 924-925 
Statement summarizing programs for__-.-...-.----------.------- 914 
Transfer of funds to, amount and source of________._.___-- 620, 621, 1108 
Unification of policy and administration for refugees, overpopulation 

On NN nn st LS te Ses « 911 

Ethiopia, pay scale of servicemen in, table of____-- ~ debe oda de. « 154 
Europe (see also NATO): 
Agricultural commodities for, need of demand for____._.. 179-181, 187-190 
Agricultural commodities program in, reduction in, amount of. 164, 165, 167 
Ammunition production capacity of__.............----..--------- 326 
I a ee, ON TY 298, 305, 308, 309, 315, 323 
EOATORED Me: isis sania neice debit: tne bese scm exdedd lide wae 315, 316 
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Amount of proposed program for_........------.---------------- 30 
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Commander in Chief in, coordination by._......--.--.------------ 99 
Communist Gesive to control. ..« 6c cawidews< ences ll ed be 8 
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Consumption in, comparison of, with United States___.........-_-- 124 
Council of, appeal to raise funds for refugees to___........-.------ 1033 
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Defense support for, fiscal year 1954, legislative action on, explanation . 
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Proration of, prohibition against___...........---- hike Sith ohON 735 
For United Kingdom, amount of......._.-...--.--.---.----- 734 
Defense support for, transfer of funds to, amount and source of__.-_-- 621 


Defensive strength of, effect of, on United States military budget... 295, 296 
Deliveries to: 
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Effect of Richards amendment on_._---_------------- mada aiid 743 
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DoHar trade of, expansion of____.____..-_.----------- ree 662-663 
Economic assistance needed by._..-___-..-.-..---2s+.4----.-+--- 4 
Economic condition of, improvement in_--_-_---------------------- 662 
Economic situation in, presentation of__._........-.----.--------- 662 
Equation of aid to countries of, lack of _...........i.------.------ 654 
Equipment for: 
Jost. and ehisment Of... 3. kc. Jeeinh cds. Ju 2 146, 147 
Fiscal year 1955 program, amount of______....--------------- 743 
Equipment shipments to, amount of____..._.-.-.---------------- 669 


Escapee controls of Soviet bloc, statement for record concerning, 
submitted by Laurence A. Dawson, Chief, Escapee Program Divi- 
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E jligibility of, explanation of determination of ___-__—- 1G 918 
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Relationship ‘of program ‘for, to the U. N. anes Emergency 
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Escapees program for, fise al y year 1955, state ment concerning 925 
Expenditures for reimbursable military assistance to France, expla- 

nation of 981—983, 986, 987 
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Fiscal years 1954 and 1955, estimated amount of_- ye 663 
Exports of, to Communist China, control of_____ f 293 
Financial status of, improvement of ; ' 662 
Food program in: 

Extent of___ ‘ : 159, 164, 165 
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Force chart for, explanation of . 151, 162 
Forces of: 
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Gold and dollar reserves in wea Luae e ; 124 
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Investmer in, necessity for__..._.._- ‘ ua duu 124 
Items contributed to, number of-___- ~~ ‘a sis. 101 
Labor pool in, reference to__..-_--_--- . ‘ i 368, 669 
Living standards in______ AN 3, 4 
Long-term effort in, nec essit y li A cree tar : 90 
Materials shortages in \ eeaiead ic thk 326, 327 7 
Metal components production in, capacity for_. 298, 299, 319, a 326, 32 
Military assistance advisory groups in_-_-_-_- eCieeoiiod gids 100 
Military assistance to: 

Amount of 7 a sepa od ‘ 303 

Direction of___-- 5 

E xplanation of size “of program. ‘for, in comparison to 

America ; 

Fiscal year 1954, limitation on nature of, discussion concern- 

“ 7 19, é 720, 724 

Management study of, by the Ope rations Research Organization, 

consideration of ____- - ae ..... 664-668 
Military equipment to, shipme nts of, amount of - ,.wulsiar ? 660 
Military hardware for, amount of____.........------.-- sae) 208 
Military potential of. ___- i 
Movement of migrants and ‘refugees from. (See ‘Intergovernmental 

Committee for European Migration.) 

Extent of 892-894, 897, 902 
Mutual defense support in, “proposed amount of . 126, 664 
Mutual defense support of, reduction in J 124 
Nonmilitary program for, amount of, fiscal year 1955 __- igeoi 64 
Objective of assistance to 
Offshore procurement in: 

Contracts Jet for, under fiscal year 1954 program 

Mention of iri 

Objectives of__ .- 303, es 306, 308, 309 

Percentage of comple tion of contracts for__- : wuinti 68% 

Programs for, completion of, statement on_- 681 

Reduction of, effect of 

Reference to__- a 669 
Offshore procurement of ammunition in, breakdown of amount for... 321 
Offshore procurement of vessels in, cost of _ - Jaimie .u. cade 310 
Oil from the Near East used in, percentage of__- gab. gIwule 777 
Pay scale of servicemen in, table of 153 
Percentage of total program for, fiscal year 1954 and fiscal y year r 1955, 

for European Defense Community Se 


45700—54 78 


, 125 
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Personnel in, reduction in, amount of 
Population in, increase of__-_---- ~~~ i 
Procurement in, other than offshore procure ment 
Production capacity of, evaluation of________-. 
Production facilities in, life expectancy of _ 
Production in: 
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Strengthening of_ ‘— ht Naa Sel 
Produstion sadew $er. oo. ss cc ok Cc wey. 
Production line in, maintenance rebccusslsates 
Program for: 
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ONG 8 os 3 os i ne EO es 





Breakdown of military and nonmilitary items in__.........- 3% 


Fiscal year 1955, amount and breakdown of - 


IT iin oo REE EU ne minnewens a bea 87, 123, 141, 


Reduction in, explanation of_____.__._._---- 


Jaze tosedb ee, 


Reduction in fiscal year 1954, amendment of Hon. James G. 


Fulton proposing, discussion concerning ___- 


Technical exchange in: 


RS ee oe eee tah wes 


uae 719, 720, 724, 
NNN DNR Oar ok Lt ed 
Proportion of assistance for__.................-. 
Scientists of, inventive capacity of___._..._...__-- 
Shipments to, amount of, authorized_________._-- 
Spare parts production in, result of. .........-_-- 
Special food package program in____-- cai ia iaia allel 


Statement on_--_-_- A LOL en wt ace ~ ard bediedcee a 745, 
Temes te wenbeletione tei ei... nin bie. od eee s bie eh 
Training activities in, explanation Ob em renin no nntideb ebm eae 147 
Training program for: 

RUNING tS aE cae ctpewcee sh seynsusle ais 148, 

NRE tC. Bi eth tlieees .ci cod iuilackt ateseodaun 
Undistributed items for, NN ML acsren vauebahiaeemednion 129, ‘141, 


ee Tn emanemacandk 
UNICEF aid to, percentage Oe ek dale be ke 


Weapons program in, reference to- 


"(See Coal and Steel | Community. ) 


European Coal and Steel ‘Community. 


European Cooperation Act, counterpart generated under_-_-______--.-~- 135 
European Defense Community: 
Basis for United States policy...............---.-------- 
Comparison of percentage of total program for, ‘fiscal years 1954 and 


Pee Bi 


ia. dil ale taken teolaise ae elolmeneietlenas 742, 


Contribution of, to NATO, desirability of ......-...........-.-. sid 
Deliveries to, as international OFEODISOMOR sian co c- ccd cccedawul imais 
Equipment program for fiscal year 1954: 


Amount of___.- 
Datieeries wuer, Gnsle- 0f 56 disideceisd -cnesces dee) osiuaue 742, 


Equipment program for fiseal-year 1955, amount of__......-..-.---- 
Rescoditures fot combie ee Wiss bien os sd eweindabnnines 


Reference to_-_----- 
Richards amendment effect on____..-.-.--------.-- 93, 671, 672, 742, 


European Defense Community Treaty: 
‘rench ratification of: 
pee wt etree GOs ates diiil. cen s dared codecs oud pri-nigaddae 
III OR io asec an an tinnnemen a ann alain erie 


Status of___-_- 


Italian vatifoation of, statue Of sieves ibs ssn od cence deepened. 
Lunomioure ratification Of 6 6s cuiiids «hs one scsaws.es-sanmosad-- 


Ratification of: 


Anticipation of, 


effect of, on German buildup-------...----- 669, 
Aostmption comemeninge iiss . oi 665 din none oe eos inevaous sae 673, 


Delay in, effect of, on NATO defense strength ---_......--.--- 
Delivery mopemdent upetisisss nso «<4 Jus 6d seis «rb aed 
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Ratification of—Continued 
Effect of: Page 
On defense expenditures pats 663 
On foreign aid policy _ - ‘ 53, 673, 674 
On German military buildup____.~-.--- ah eam wollte 669, 674 
On NATO military units Lik ibe 143 
Legislative proviso concerning, desirability of st 661, 671 
Status of a owousedaas By 13) 4)):660, 757 
Socialist Party support of, possibility of ‘ thth didnt he bis Se 660 
European Productivity Agency, establishment of i 124 
Excess equipment (see also Equipment; Reimbursable military assistance): 
Military, explanation of- . clea 146, 147 
Excess equipment, pric ing formula for_ 218 
Deliveries of, under reimbursable aid, amount of _ ‘ 931 
Demand for . ‘ sh: 931 
Limitation necessary for, table on ‘ subd , 942 
Limitation on transfer of: 
Amount of_- pakzs j 1 ie si 931 
Consideration of 2 . ita ah. iat 931 
Pricing formula for 218, 930 
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Shipments of, to Latin America, status of tS ssbrass wha } 382 
Use of d phe, oie sible Lhe ; . die 218 
Use of, possibility of increasing ; : 570 
Transfer of: 
Without congressional knowledge, discussion concerning 966, 967 
To Japan, diseussion of ___- 7 seeusld 068-967 
Exchange of persons (see also Edueationai “exchange: tefugees; Technical 
exchange program) : 
Program, need for 83 
Recommendations concerning, by American Farm Bureau Federation. 855 
Executive sessions, information obtained in, public information, discussion 
concerning . : shunt des $22, 673 
Expenditures (see also Obligation of funds; Unobligated balance; Un- 
expended balances): 
Defense: 
Level of, estimate of j 663 
Of NATO, amount of ; ‘ ‘ 669 
Spanish, amount of ; ; SieEh 689 
Definition of - is ad elediun. ia 449 
Rate of, basis for reduction in......___-- ; atecbenes 4 108 
Rate of, fiscal year 1955 ; ‘ 1112, 1113 
Tables on, reference to__- 4 ainkaia 74 
Expenditures by Defense Departme nt, amount of_.__- J 34 
Expenditures control system for NAT O infrastructure, statement on_-_ 766, 767 
Expenditures for base construction in Spain, estimate of... 
Expenditures for countries in European Defense Community --.- shnenhtenss 
Expenditures for economic aid to Korea, status of, fiseal years 1947—-55___ 
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Expenditures for infrastructure: 
Amount of, to date 
United States share of, ratio of 
Expenditures for military assistance to Spain, estimate of 
Expenditures for NATO infrastructure: 
Amount of 
Amount of, anticipated 
Estimate of, table on ' 
Expenditures for 1954, ratio of, to appropriations__ 
Expenditures for 1955: 
Amount of___- 
Budget figure on 
Expenditures in Europe: 
Fiscal vear 1953, amount of- 
Fiscal years 1954 and 1955, estimated amount of - 
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Expenditures in Korea, discussion concerning _______-.-._._.__-- ... 460, 461 
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eR seeLWseOUUE. Uo owe eeUelee ss. wuts ee... 371 
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F 
Facilities assistance: 
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Aircraft program for, explanation Oeosiccc cogil eee 991-994, 996 
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Far East—Continued Page 
Effect of aid to escapees, refugees, and migrants in the_- oi 5 917 
Emigration from, extent of _._______- _...... 901, 902, 905 
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Military assistance to: 
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Transfer of funds to, possibility of _.....___- i debe : 621 
Value of 269 
Military policy toward_- Sealed ‘ae ; 254 
Military potential of forces in_-__ 7 ; ie aie 962 
Mutual defense support for__- . Mzbin. 29 
Nationalism in, comparison of proble: m of, with Ne Jas 627 
Nationalist spirit in_ ‘ hd 522 
Offshore procurement shipments to, status of , 1002 
Pay scale of servicemen in, table of i 154 
Percentage of program for __ J ws 44 
Personnel in, reduction in, amount of : , 419 
Personnel problem in, reference to jee SS 
Policy toward ate 7 oe ‘ 246, 247, 254 
Presentation of program for__. : 245 
Program for, fiscal year 1955, amount of___ : : 249 
Refugees program for, fiscal year 1955, statement concerning. _-- ‘ 925 
Shipments to, Army report on, statement and table on__---- .. 1000 
Shipments to, status of _- sincinidiean 1001, 1002 
Spare parts for, lack of necessity Satins cdo 
Statement by committee on joint stateme nt of Hon. Anthony Eden 
and Hon. John Foster Dulles concerning re gional organization in: 
Changes in text of » sine: DaSe Metis elena . ‘ 293 
Reference to__.....----- he 292 
Text of ; 253 
United Nations Korean Reconstruction Age ney included in program 
for...- ru beat te i 47 
East and Pacific: . 
Assistance to, fiseal years 1951—54, status of__-- 
Deliveries to, amount of______-_- 
Economic assistance to: 
Explanation of iia aa 
Objectives of_........-.---- 
E mphasis in - - _ -- 
Equipment and supplies 8 “program for: 
Value of, table on 
Value of, table on, explanation of 
Investment in, encouragement of_ 
Military assistance program for: 
Amount of__- 
Value of, chargeable to appropriations, table on_ 
Military materiel for, amount of- 
Mutual defense assistance program for: 
Comparative chart of 
Tables on ; 
Obligated funds for, amount of 
Observation of programs in- - ~~ 
Policy in, discussion of 
Problems in, basis for economic assistance 
Training in: 
Amount of program for 
Explanation of 
Number of students in 
Table on programs for 
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Far East and Southeast Asia: 
Authorizations for, on area basis, desirability of ____- 
Factors in, justifying assistance to_______- 


Population of Communist and non-C ommunist countries of... ____- “950 
Population of countries of, Communist and non-Communist, compar- 

A cattails bi emia nt mplidenn mite doe atte agla diese 950, 951 
Population statistics on, tables on____._------- jo MU. ad 952, 953 
7 ressuhetion Of DG0eTaM fF ... .ncinne cones De he A 947 
Proximity of countries of, effect of, graphic presentation Mees. 205 AU 950 


Far East, Subcommittee onthe. (See Subcommittee on the Far East.) 
Farm persons, exchange of, recommendations concerning, by American 


PURGE NO PORCCNOR icin oi cowie nnn e ono. UU . 855 
Farouk, King, deposition of, in Egypt, effect of, on technical assistance_____ 592 
Fats and oils, demand for, under section 550__.............--. 2... es 199 
Field staff, reliance on, for recommendations. ___.._..._...._-.__-..___- 549 
Fifth Armored Division, spare parts stock of, for tanks, mention of _._____- 752 
Finland: 

lores enports Of citeus inait to. ............301 Jnegube nwoleb Jew 604 
rrecuete Gf, WOME he, 311i tt. ks Graldouy a. Wesel oi cueleuulls 74 
Sales to, under ceetiee B a siniae Jullecon 74 
Transfer of funds to, amount and nature of___....._......___. 1108, 1109 
UNICEF program in, continuation of, by recipient country —______- 837, 838 
Finucane, James, associate secretary of the National Council for Preven- 

tion of War, statement of, May 20, 1954 886 
FitzGerald, D. A., Deputy Director for Operations, Foreign Operations 

Administration, statement of 

April 9, 1954 126 
April 12, 1954 : ; 159 
May 12, 1954 4 : 662 
May 13, 1954 i 687 
May 14, 1954 : 725 
Five-Year Plan in India: (See also India): 
Anticipation of foreign aid in 529, 530 
Goals of . 537, 538 
Flexibility of funds (see also Transfer of funds): 
Authorization for the Far East and Southeast Asia, desirability of___ 955 
Authorization for Indochina, request for___- : phx 955 
Congressional intent concerning, implementation of. yiuv. agen PERO 
Importance of 611-616 
Maintenance of, without overruling congressional will, problem of 613 -622 
Necessity for, in Near East 233 
Rider to appropriation bill providing for, explanation of 616-618 
Fiexibility of funds, necessity of, in new legislation, discussion concern- 

ing _ .. peat apices age ; 7 : . 975-978, 990 
Floating D-day, explanation of policy of 311 
Floyd, John C., Program Officer for Latin America, Foreign Operations 

Administration, statement of, April 28, 1954 ; : 413 
Food and Agriculture Organization: 

Allocation of funds for, recommendations of American Farm Bureau 
Federation concerning 858 
Collaboration of, with WHO and UNICEF: 
Mention of 814 
Recognition of ube 842 
Types of projects requiring 815 
Food relief for Korea, amount of 437 
Food, shortage: 
In Bolivia ; 369 
In South Korea, explanation of_---- 199-201 
Force basis: 
Estimate of, by the Joint Chiefs of Staff, explanation of_ .. 739, 740 
Joint. Chiefs of Staff, reference to_-_-_- —- 151, 152 
Force chart on Europe, explanation of _. 151, 152 
Force goals. (See North Atlantic Treaty Organization). 
Force goals of France: 
Achievement of, effect of rate of deliveries on. ..___-- See 748 
Basis of, 1951... _. — Liibaaweale son's aeaa POBOIG JU Bae 747 
Financing of____-__- Se Ba nih gntccraie aie ag 748 
Level of a ae ; Hebee 748 


Relationship of, to training spaces ns 5c su inn Md tron Sa tae Soon sh el 749 
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Forces: 
Cost of maintenance of: 
Comparison of 
In Turkey ; 
Economic assistance necessary to maintenance of 
In Europe: 
Strength of, increase in 
Support of, ability to 
New, type of - pelleies nuk 
Of NATO: 
Control over, explanation of 
Use of limitations on_ 
Strength of, in Turkey 
Supporting, nature of 
Units in, nature of- 
Ford Foundation: 
Aid to India by: 
Amount of 
Comparative results of 
Establishing training centers 
Aid to Musa Alami by - 
Foreign Agricultural Service, recommendations of Araerican Farm Bureau 
Federation concerning 
Foreign aid: 
Amount of program for, fiscal year 1955 
Impact of, on United States economy, dete rmination of 
New funds for, request for justification of request for 
1953 and 1954 programs of, comparison of 
Policy of: 
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Permanence of 
Questions to be answered on presentation of 
Supervision of programs of - 
Tables on funds for, collaboration in preparation of 
To countries with divergent views on foreign policy, desirability of 


511 
Foreign exchange position of European countries, strengthening of 
Foreign Operations Administration: 
Cambodia subchief for, location of 
Coordination of, with Department of State - 
Laos subchief for, location of 
Mission chief in Saigon, jurisdiction of 
Missions of, in Latin America, cooperation of, with American enbas- 
sies, extent of - 408, 
Operations carried on by 
Personnel of: 
Bipartisan nature of 
Reduction of 1. 38, 57. 58, 418. 
Program for Korea. (See Korea, Republic of, FOA component. of 
program for.) 
Foreign policy: 


Aid to countries with divergent views on, desirability of 508, 511, 51 
Containment or new look . 264, : 


Evolutionary process of _ - - 
Foreign trade (see also Trade): 
Expansion of, recommendations of American Farm Bureau Federation, 


for. . ; 849-854, 857, 85 


Formosa (see also China, Republic of): 
Aid to, termination of, possibility cf 
Airfields in, number and use of__- 
Ammunition for, offshore procurement of 
Ammunition in, production of 
Assembly point for overseas Chinese__...........-- 
Attitude of people of, toward assistance_ 
Attitude of government of, toward U nited States. 


Budget of, discussion concerning 956, 
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PAI is os anna) anne 0 th edlanat a A dee hts. whckee: 279, 280 
pameeure of Tunds for..sccid ces Secs. la cle Jochen 275 
Mueiepetion. 66 oc. ecistelud iu i seee)..ocunussasoedcuabid 279, 280 
mens support of artillery and ammunition programs in, amount i 
i ee ae ee 32 
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France—Continued 


Commitment of cabinet of, requirement for French ratification of Page 
; it ed 660 


Commitment to, nature of ‘ 4 991 
Communist deputies elected to First National Assembly of, number of _ 756 
Communist infiltration in, extent of ; watedeed } awabdsads 756 
Conscription period of ete..” : 749 
Contribution of, to UNKRA, amount of.. 447, 448 
Coordination with, on Palestine issues ¢ inl hi 636 
Counterpart in, availability of, to support military. effort - 980 
Counterpart in, use of 279, 280 
Declaration of, for independence of Associated States of Indochina_. 251, 
265, 266, 272, 281 
Deliveries to, anticipation of - 748 
Diplomatic Convention of Laos and, | i 285 
Direct forces support for, purpose o . oa 1014, 1015 
Discrimination by, in Morocco, expl: anation of ____- __-. 234-236 
Divisions of, commitment concerning 152 
Economic assistance to, termination of -__.- = ihe a d 29 
Equipment for, anticipated delivery of, type of_. 750 
Equipment for forces in, lack of ame weawaye TEB 
Equipment for, obsolescence of 51, 753 
Equipment in, pre-World War II, disposition of 748 
Equipment shipments to: 
Adequacy of, for training 748 
Purpose of. 750 
European Defense C ommunity, ratification by__.-_- 3, 12, 13, 41, 53 
European Defense Community Treaty, ratification by, status of... 660 
Expenditures by, for Indochina, from special account. _~__-- ba 983 
Export credit facilities in, statement on 426 
Financial assistance required by, due to Indochina : . 279, 280 
Force goals of: 
Achievement of, effect of rate of deliveries on______-- wii 748 
1951, basis of 747 
Nt ; 748 
Level of _ - ed, a 748 
Relationship of, to training spac 749 
Forces of, payment of, source of. Sac .... 985-987 
Hoarding of supplies by, explanation of_ 754, 755 
Indian quarrel with, on Pondicherry, reference to 
Indochina, administration of program for, by 
Indochina direct forces support agreement with 
Indochina war, financing of, by 
Infrastructure in, security precautions concerning 
Judicial Convention of Laos and, text of _. 288-291 
Laniel government in, fall of, effect of, on foreign aid policy, considera- 
tion of 
Lead time on deliveries to, extent of 
Logistics training in, weakness of 
Military assistance program in force in 
Military capabilities of, discussion of _-_ _- 
Military forces of, Communists in, extent of 
Military personnel in, shortage of 
Military support of, amount and sources of 
Mobilization in, plans for 
National Assembly of: 
Power of - 
Reaffirmation of constitutional provisions on Union by 
NATO expenditures of, ana? on Indochina of - - - -~--- 279, 280 
Negotiations between Viet-Nam and, concerning status of Viet- 


282 


Offshore procurement for, anticipation of problem in 
Offshore procurement in, types of production provided by 
Opposition of, to German military buildup 

Pay scale of servicemen in, table of 

Personnel in armed forces of, freeze on 

Pipeline in, status of, statement on 
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France—Continued , Page 
Political nature of fighting orders in i. yee ™ 757 
Political power to order fighting in_- 756 
President of, address of, at signing of Franco- Laotian Treaty, text of _ 284 
President of, lack of power of : See te) SAF ee ae gps 756 
Production in, status of pase ; bBo eg . 662 
Program for, amount of = Se rus 672 
Ratification of E uropean Defense C ommunity Treaty by: 

Delay in, reference to___.....__._---- Sed SS le Se guny 672 
Status of : B LUT 89 
Reimbursable military assistance to, assumptions concerning. _____ 982-983 
Reimbursable military assistance to, ‘explanation of expenditures of_ 981-983, 
986, 987 
Reimbursement of expenditures of, explanation of 2 sie Od re .. 279, 280 
Relations with, nature of fest le 2s. : Art : 748 
Reserve units in: 
People in_-_ ; £9 O32 3 750 
System of, explanation The 749, 750 
Rotation of forces of, cost of..-__--_----- BOF a2, Sed r2@ SICKLE 981 
Serviceman of, cost of __- E 153, 154 
Settlement convention of Laos and, text of { . 286-287 
Situation in, difficulty in anticipating -_--...__-.---------------.-. 977 
Spare parts for, necessity for United States ty pe Siig Tél 
Spare parts problem of, termination of, forecast of -_- - 755 
Spare parts production in, extent of__..-_-- 751, 752 
Spare parts situation in, improvement of _ —- 752, 753 
Stock-control systems in, establishment of __- 752 
Supplies in, hoarding of, explanation of ___-- . 754-755 
Supply situation in, improvement of, forecast of Be 755 
Supply training in, results of ___- at 752, 753 
Support of forces of, in Indochina, request for 28 
Technicians in, shortage <...; 748 
Tourists in, number of Lh 738 
Training equipment for, adequacy of ___ OF 748 
Training facilities of, adequacy of___- 2 it ; 749 
Training in: 
Emphasis on_-- 3 . rare 748 
Mobile units of rag al 2 749 
Training of supply people in, results of - se ; 13 752, 753 
Training spaces for, re duction in, explanation of 749 
Francis, Clarence, appointme nt of, to study agricultural commodities pro- 
gram. é U20t 193 

Franco, Generalissimo Francisc 0, successor to, selection of-_- D208 712 

Free lists of Europe, nature of_______- { __.. 662, 663 

French Foreign Legion, forces of, payment of, ‘source Of_..._.._.------- 985 

French Foreign Legion, reference to__-_-- uu La TH3 i 294 

French Mystere—4, commitments for... ...----- : vite ABU 54 


French Union: 
Conteipations te Indoehing. .....6..210 Sites Le wWwew i 2 Sit 7 
Independence of Viet-Nam, Laos and Cambodia within. ___ 6, 7, 11, 12, 20 
Friends Committee on National Legislation: 
Statement of E. Raymond Wilson, executive secretary of, on authori- 


waleoes. sor peewee O60... ... pom cconwue Gaul JOE ee 874, 876 
Testimony of E. Raymond Wilson, executive secretary of, May 20, 
Sha « dinnennn asthne demamaditnwas se baaane a Bt SeWEL pen NOuee 870 
Fuel (see also Jet fuel; Pipelines): 
Availability of, for N ATO, difficulty of determining........._.-~- 780, 781 
Consumption of, amount CG, BRAUN ordate daa. . 775 
Exelusion of, in MRP. bi ouicidael sca Jon be to sosuddureen iit. 781 
Importance of, to effective Air Foroes___............-..-.--..---- 775 
Teen ne nn nn nee arial ie 774, 775 
Pipelines for supply of, necessity of explanation of___....._.----- 774, 776 
Pipelines of, supply of: 
pee os eeary 208... gee tot wIelueceutetisvsoe ake 776 
BI orrecerccrynonnersshahimeecastrongs atl See ands SON CS SOLE 776, 777 
Requirements for, Guakitecy G6... su We ee aS 775 
Sooraes. OF, Sepia Ol or SUR ASS GFS SSE 5k DHIGis . St wala 781 





Fulton, Hon. James G.: 

Amendment. of: Page 
Concerning deliveries to EDC countries, reference to 67 1, 672 
Reducing aid to Europe, discussion concerning 719, 720, 724, 725 

Function: 

Chart of 1954 and 1955 programs by_______-_-- ; ; BS ae 37 

Reference to- : ‘ itt 16 
Functional activities, fiscal year 1955, table on_ 7 1115-1117 
Functional titles, consideration of _ — —___ ; ie _ 1015, 1016, 1034 
“Fund,” definition of 7 ote hai ‘ a 103 
“Funding,’’ definition of 770 
Funds (see also Unexpended funds; Unobligated funds; Expenditures; 

Obligation of funds): 


Projection of amount of, unprogramed at end of fiseal year 1955 


G 
ralillee, Sea of, identification of - 
randhi, influence of, on Indian policy 
rangetic Plain, description of... -- j Buu Vit it 
Reference to tubewells in___---_- 524, 
rardiner, Arthur Z., politico- economic adviser, Bureau of Near Eastern, 
South Asian, and African Affairs, Department of State: 
Statement of: 
April 13, 1954 
May 6, 195 
May 7, 1954 
May 10, 1954- 
Gasoline: 
Storage of, quantity of, explanation of 4 
Use of, comparison of, by the United States and others__ 
Gaza: 
Control of J 
Development project in, status of, explanation of . 
Resettlement activities in, reference to----- oa ivi. 
Situation in Job 0 OSE, 
General Accounting Office, rule of, concerning transfer of funds__ 
General Agreement on Tariffs and Trade, Spanish participation in, possi- 
bility of -- 
Geneva Conference: 
Effect of Dienbienphu on, explanation of 
Impact of, on Korean situation, discussion of 
Negotiations at, on Korea, reference to_- Laue i 
Reference to____- _.... 7, 247, 364, 429, 430, 434, 444, 
Geographic area, chart of programs by 
German Federation of Labor, proposal of, for shorter workweek, con- 
sideration of desirable effects of : oa : : Js 6 
Germany, East: 
Food program in: 
Extent of - . 159, 163, 167-169, 184 
Financing of - - Dd i ; ae 160 
Table on_-___-- i . bi dQ i054 ( 169 
Riots in: 
Effect of consumer goods distribution on. - _ ~~ : i. «0! 96S 
Reference to ata seadaeldedienaareiediad wit a) . 55 
Trade with, extent of - t joe Sul eae Fa 
Transfer of funds to, amount and source of - Bau bZi 3 620 
Transfer of funds for, amount and nature of - - : sina , 1108 
Youth rallies of, results of 728, 729 
Germany, Federal Republic of: 
Assistance to Berlin by, rate of 7 726 
Claims settlement with, effect of, on Israel _ - 487, 488 
Competition by, discussion of - - - - 675, 676, 678, 679 
Consumption in, increase in, desirability of 676, 678, 679 
Contribution of, to NATO, desirability of_-—- - -- 673 
Contribution of, to Berlin, increase in 726, 727 
To cost of movement of migrants, amount of _ - . 894, 898 
European Defense Community ratification by po, 41 
Exports of, calendar year 1953 731 
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Germany, Federal Republic of—Continued Page 
Foreign exchange position of _- pete sis anne co ovarian i bo GA A 725 
Industrial production of, status of____-__- oi wes adioh anise eu. | Ce 
Defense contribution of, possibility of ........._......-.----.---- 143 
Deliveries to, status of _____ Rie Saat as ok Suma eee ants 744 

ey ae i. soncccntl Mieesneus Citi bee aU Ek uy 149 
Reference to____- wesoen le ULES Si < 8 
Escapees from Iron Curtain countries through: 

Commercial methods used by, enemas Massidawss alii tan 730 

a cma dicmeibiel i aoeu. 730 
Export credit facilities in, MARINI C0 iii ica 2 See 424, 425 
Export surplus of, amount of____--_------- seis sqawlk wee. ose. 676 
Free list of, size of oan waeu0 Ui coLbe 662 
Infrastructure in, availability and financing of___.._.--____-- ou wale 761 
Military buildup of: 

Effect of European Defense Community Treaty ratification on__ 669, 

674 

RI GD isis nine wn aha, Be gl aus 3 aaec. 683, 684 
Unification of, Soviet attitude toward._____.______- MaesS gull 88 

ND SUNN OE no ae nese mins ns A od ea OF eet 673 
NATO training facilities in, financing of__..-....------- ~eudeed Be 773 
Offshore procurement for, problems in, nature of .__........------- 681 
Overpopulation in, temporary nature of, problem of____------.----- 904 
epennnen M0t, SemenenGe haps oe ea od ee cdene odes ciclinehss 662 
Program for, fiscal year 1954 and 1955, lack of _.............------ 725 
Program for, tentative nature of____- cea clac cepa eoeniiesiom saede oe aeae 734, 744 
Refugees in 

Contributions UE RR se oo. pew cc we naalene 726 

Inclusion of, in program, explanation of._......_...---~-- 1031, 1032 

PRM Gi techiiics aedede yi elt ed da te dee uideeted 916 


Reparations payments to Israel by: 
I eens nee ms pions 210, 487, 652 


NR BE hoc bo dda oe kk Sok os dele ag wud 482, 604 
DCO yo sin clase medueeeltes wiLeaiieusededeolliey 749 
a cs sd tease tae lamin SU 3 
Trade between U. S. S. R. and, exterit of..._......_..-.---------- 727 
Training facilities for NATO in, financing of __...............----- 773 
Training in military schools in, ‘possibility G0... cannetaenetinn nee 749 
Unameretent in; nelepenes tocis< ic... ..-...........snwiesuue ds 163 
Visa applications in, status of, table on_.___-_.-------.----------- 901 
Giap, General, Viet Minh commander, reference to___......-.--------- 9 
“eee.” gennition Of. ....... 0s a0ceusuc- ceicccl su. ae boule 297 
Gold: 
Payments of, by Soviet Union, effect of............-.--.--------- 1084 
Resssvee.at, in-urope; amaount Of. oos2602- 2. con. se eccescuel.s 124 
II IE Bi ik hh ie enn nnntins is ab slieenks Joes 51 
povenkmee of, comuisement fee... .........- ~~~. 2-2 2200-- sc dee ass 52 
Goodwill, effect of contributions to international organizations on_. 788, 793, 843 
Generation of, by technical assistance in Latin America__.-....---- 368 


Gotwald, Luther A. , executive secretary to the division of foreign missions, 
National Council of the Churches of Christ in the U. S. A. , statement of, 


SUD Fe ned.c. Sesisd RAC Sie ees. 3. 1068-1070 
Graham,’ Hon. Frank, United States representative in negotiations on 
Daaneelr entetiine 60 6 i... Miisii cedicae 4. dds Jee. . 527 
Grants, conditions to, desirability of...............ss-Liwes cle swabs 140 
Grants, type of assistance to underdeveloped countries, policy concern- 
i coeeeiee ed i a oe a eres cul abel Sele 492, 493 
Gray, Oscar, Office of the Legal Adviser, Department of State, statement 
On, I, BI Shae. ce pec cnen ccc enna ee tegeL athe es 135 
Grazing, problem of, in Jordan Valley__.......-.....--....--------+--- 82 
Great Britain (see also British): 
Airplane sales of, to Near East and Latin America__..._.-...--- 937, 938 
Arab Legion manned by officers of...........-.-------.---------- 627 
Avie, $0: Fes... Me eidaledesh cli Anak aul 626 
Attitude of, toward United States aid in Jordan_____.-.-_-.-.-.---- 81 


Competition by, in Latin America, for sales of military equipment. 937, 938 
Conflict in policies concerning aid to._.........------------------ 938 
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Great Britain—Continued Page 
Cooperation with, in the Near East severe 491, 492 
Coordination with, on Palestine issues . suai tls 636 
Export credit facilities in, statement on wes be Slots 423, 424 
Influence of: 

In India__- 3 626 
In Iraq, reference to ‘ ingwi 590 
In Near East... ...-_.. ‘ au 325-627 
Jordan’s budget, extent of support of, by i es weed 627 
Offer of land in Kenya, Africa, by, to Zionists__-- 609 
Position of, in Iran, effect of, on United States foreign policy 526, 627 
Suez Canal, maintenance of, security of, by__-- ’ 592 
Suez Canal responsibilities of, effect of, on U nited States foreign 
policy 666, 627 
Tibetan position of, inheritance of, by India 518 
Troops of, resentment of, in Egypt - - - - Se tds 592 
United States an ally of 628 

Greece: 

Aggression against, defeat of 92 

Agricultural commodities to, form of assistance..............-.---- 209 
Aid to: 

Amount of 208 

65 

, 234 


21 
Armed forces of, contribution to NATO of, reference to 669 


Army program for, amount of - 217 
Deliveries to, as member of international organization, possibility of. 720, 721 
Direct forces support for, reason for 
Economic conditions in 
Military assistance to, initiation efii.. uw. 
Military hardware for, amount of 
Mutual defense assistance for 
Amount of 
Mutual defense support for: 


Amount of 


Overpopulation in, long range nature of problem of 
Processing of migrants in, explanation of 
Reciprocity by 
Soviet Union notes to, reference to 
UNICEF program in continuation of, by recipient country 
Vessels of, legislation resulting in discrimination against use of_. 1099, 1100 
Visa applications in, status of, table on 
Green, Hon. Theodore Francis (United States Senator from Rhode Island), 
report of, on Latin America, reference to 377 
Greene, Francis T., executive vice president, American Merchant Marine 
Institute, and representing Pacific American Steamship Association and 
Association of American Ship Owners, statement of, May 20, 1954 862 
Gross national product of Korea, definition of__- : 454 
Gross national product of Spain, statistics on in DRE 689 
Gruenther, Gen. Alfred M.: 
Coordination with, on use of weapons developments in NATO 303 
Headquarters of, inclusion of cost of, in mutual defense assistance 28 
Titles of . 99 
Use of NATO forces by, limitation on_- 772 
Guaranties: 
Applications pending for, table on ....-- 1048, 1044 
Issuance of, number of 1038, 1041 
Issuance of, through May 31, 1954_ _. 1044, 1045 
Statement for the record on, ‘of the Export- Import Bank 1197 
Guaranty on investments in Turkev 68, 69 
Guaranty program, amount of applications or... 1043 
Guaranty program in Europe, status of ‘ 1041 
Guaranty program in Latin America, potentialities of 1040-1042 
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Guaranty program on investments, statement for the record on policy Page 
revisions of _ _ _-- alate Bias nn wtlen I0GLe Ns Cbih ---. 1194-1197 
Guaranty provisions: 
eee a eg spbuwads ol aul L JUeow Oe. 1087 
Convertibility, explanation ele eae < iat tare eo cag OG 1038 
tt ld Aa RTT ie » io ainnsecb en gael 1037-1038 
Informational, provisions for, explanation a cutewat 08: 1038, 1039 
Rates charged for, explanation of_._..._-_- ds ng _... 1088, 1040 
Guatemala: 
Agrcression in, nature of _ - 19 
Attitude of, toward technical assistance _ - : 401 
Claim against, explanation of 403, 404 
Coffee production in, increase in, possibility of - 402, 403 
Communism in... .. 19, 402 
Eligibility of, for reimbursable military assistance, lack of 935 
Exports of, destination of 409 
Impact on, of technical assistance programs in Latin America____ 389, 390 
Liquidation of United Fruit Co. investment in, reference to 403, 404 
Military assistance to, lack of- ; 389, 390 
Military missions in____ 390 
Nicaraguan eligibility for military assistance, effect of, on 959 
Protection of private investment in 103, 404 
Reimbursable military assistance to, lack of eligibility for 935 
Technical assistance in: 
Public knowledge of- . 401, 402 
Preference for multilateral programs of 413 
Travel in, freedom of military personnel to, statement on_- 405 
Vote of, against declaration of foreign policy, Caracas______._- Jk 5 
Guerilla fighting on China mainland, discussion of__._____._____________ 960 
H 
Haiti: 
Contribution of, to technical assistance programs, comparison of, with 
nee owe tude. . 420 
Guaranty program in, mention of _____.......-..--.--.._---- 1040, 1041 
Health program for, 1955, amount proposed for -- au . 843 
Technical assistance to, description of completed projects of. it 833 
U.N. technical assistance in, reference to observations of : 795, 798 
Yaws program in: 
Continuation of, by host country__._-__- _... 840, 843, 844 
RI I a ciiciniememeencennse oti Lia? 843 
Explanation of__-....------ WSU. Fits UL OPT SI. 840 
Success of ____.- OBI Jie | 6 
Hale, Dr. Lincoln, country director in Israel, appointment of Bb. UL BUG 656 
Hall, Graham R.., special assistant to the Assistant Secretary for United 
Nations Affairs, Department of State, and Deputy United States Rep- 
resentative on the Advisory Committee to the Agent General of UNKRA, 
statement of, April 30, 1954 pels GUised s Po tnd Kt 447 
Handicapped children, UNIC EF program for, nature of 815 
Handicraft industrv in El Salvador, development of, under sponsorship of 
the U. N., description of 9. 796, 797 
Hardestv, M. N. , special assistant to the Director, Foreign Operations 
Administration, statement of: 
April 12, 1954 Jn it MI OSPLGGU a. Su ALQUai 182 
April 27, 1954. Luh deusuut ad 3 aah $F) 
I TE ae a is celina bedecdesieedneaiaia etiam watenieeed dar cen aaietde enc 388 
Hardware, inclusion of, in mutual defense assistance-..._________________ 28 
Harrison, Hon. Burr P., bill of, concerning agricultural commodities, ref- 
erence to_____-_- i 2 IIL 860 
Harvard language School, Dr. I. A. Richards, reference to - ee SIAe 148 
Hawker-Hunter planes: 
Pricing of _____ DA) Se ead Oa eh, AS iano jy 304 
ES TE SM a nehulliansaan antl ; TAL see 1+ HSS ee 321 
I ene tine wer on wonn a ECU e Rede Je USE sO, LE 1102 
Health program in E] Salvador: 
OBE oi dicen ULE POLS. el 800, 801, 803 


Under sponsorship of the U. N., description of __............._-- . 795, 
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Page 
Health program in Paraguay, extent and sponsorship of___- 802 
Health programs: 
Continuation of, by host countries, consideration of _ - 843, 844 
Cost of, comparison of multilateral with bilateral 844 
Explanation of differences between multilateral and bilateral . 893, 894 
Federal-State collaboration in_____ wo Sud 803, 804 
Transfer of, to Latin American Republies: 
Discussion of : 30% weve ky ‘ 397, 398 
Statement of _ 398-400 
Transfer of responsibility for, from UNICEF to WHO, anticipation of. 844 
(UNICEF), description of ___- gl. od cdetballeda 839 
aoe Valley, dam construction in, financing ‘of 582, 583 
Hecht, George J., publisher of Parents’ magazine, article of, entitled ‘‘The 
Greatest Child Welfare Effort of All Time’’__.__. .._-_ _-- . 1144-1146 
Henderson, Ambassador Loy, of Iran: 
Informal statement of, submitted to Smith Study Mission, October 
1953 ; . . oki 505 
Statement on Iran drafted by, reference to. 501, 504 
Hensel, H. Struve, Assistant Secretary of Defense for International Secur- 
ity Affairs, reference to_- 91 
Herald Tribune, article in, concerning loss of funds, discussion of - 989 
Hill, Rey M., Associate Regional Director for Latin America, Foreign 
Operations Administration, statement of, April 28, 1954 : je 102 
Himalayan Mountains, Indian attitude toward_____~-- : 517 
Hindus: 
Migration of, into India, extent of 4 ns bas 526 
Number of in India S 526 
Percent of, in Travancore-Cochin, India_-_-_---- : abd 512 
Ho Chi-Minh, reference to ; sou, 18 
Holland, Hon. Henry, Assis stant Sec retary of State for Inter-American 
Affairs, statement of: 
April 27, 1954__- : 7 Wi ds 366 
April 28, 1954_______ ae = ote ; : 389 
Hong Kong: 
Emigration from, number and nature of____-- basi 901; 902, 905 
Escapees in, number of __- - --- sete UAL 917 
Refuge es in, movement of - gu. 1033, 1034 
Visa applications in, status of, table on__- pe rratinstryte 901 
Hotel construction in Dacca, Pakistan, source of funds for, question econ- 
cerning __- - - 2 : , 
Houghton, Dorothy D., Assistant Director for Refugees, Migration and 
Voluntary Assistance, Foreign Operations Administration, statement for 
the record of: 
Concerning ocean freight subsidies in 922-924 
May 20, 1954_ ? ‘ : wrul 847 
Housing technical assistance contracts, table on 337 
Howard, Roy, news dispatch of, on East-West trade, reference to__- .. 1089 
Hughes, Ambassador John C., United States re a in regional 
organizations, reference to__._._....-- scrub apaiieale Jee 99 
Huks, control of, in the Philippines s 252, 254, 953, 954 
Hull, Gen. John E., commander in chie f of the U. N.C ommand, reference 
to_ et, : % pub Je. ft _... 486, 465, 466 
Humanitarianism: 
Basis of, for aid___-_-_ _..-u. 54, 55, 500, 521, 523, 524 
Policy of escapee program, desirability of. va sudeddur vii suis O17, 910 
Reason for aid to India ededei .u rats 509 
Hungary, political relationship of, to Soviet Union_ joc waliuuae 23 
Hyderabad, India, first technician in, success of J dupes dT. 520 


Iceland, economic assistance to__- ; 124 
ICEM. (See Intergovernmental C ommittee for European Migration. > 
Illiteracy. (See Literacy.) 
Illustrative program (see also Transfer of funds): 
For Austria, fiscal year 1954, deviation from - -- -- per em ‘ ‘ 736 
For India, comparison of, with actual program. ........ 548, 549, 550, 620 
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Illustrative programs: 


Page 


Basis of, discussion concerning--- - - - - i .cunesd lz“ 6M, 61s 
Definition of Esins lbecapraties essai ce atl atte ss rss 4s a 364 
Degree of accuracy in____----- he patty Jeo us Jie 395, 396 
Deviations from______-_-_-- __. 362-364, 611-615, 620, 621, 736, 737 
In the Near East-_- -- te far ue _... 611-614 
Percentage in____-- 8 ppatetiva wetiaJesuh 620 
Flexibility in, explanation of necessity Sersiwiacu. suied.0i.k. ee aay 
Importance of, to policy formulation _ , eden G18, 657 
Lack of commitments in td eeaeinleeiaidnennreivipebiredidisihn ae 561 
Objection to presentation of _ _- _... 614-616, 618, 619 
Presentation of, to Appropriations Committee and the Bureau of the 
IR ee oe on seas Bia a ae ae, . gaa ly bo 622 
Immigration (see also E migration; Migrants; Refugees; Intergovernmental 
Committee for European Migration; Population, movement of): 
Into Israel, comments on, by Hon. Henry A. Byroade____..._----_-- 478 
ene aOseid. stu os Se eden du ieee lenis 482 
Immigration quota, redistribution of, possibility MR ibe citi Linwmgeco Rl 901 
Imports from Latin America, extent of__.........-....--...---.--.--- 371 
Imports of Latin America from Germany and the United States, tableon.. 427 
Import trade of selected countries in Latin America, percentage share of, 
i So ues a eek Se ee ee i cd 427 
Income tax: 
Deductibility of contributions from: 
Reneernnnnty Of ....._ ined obuliuss eis iste. sing 655 
Hearings before Senate Finance Committee on, reference to___-. 655 
Deduction of contributions to Israel from, difficulty of evaluating- --- 652 
India: 
Actions of, in Indochina, influence of, on United States policy _----_-- 486 
Agreement between China and, on Tibet, mention of__.....-.-._--- 460 
Agricultural assistance to, success of_____........__-..--_-------. 515 
Rees Crean on, fee fOr... .....-.......... de bee 551 
Agricultural development of: 
I i scrapers thamtnienen donirenaicinenss si a dlls 516, 523 
Relationship of health program to. _ _..........--.--.----.si. 545 
Agricultural production in, increase in, extent of___........-------- 545 
Agricultural program for, determination of amount of, process of__.. 561 
Agricultural requirements of, emphasis on_----_--_--------------- 542 
Agricultural workers in, comparison of number of, to national in- 
OUND MaAE lL cb toate elo. cant i sud 529, 541, 542 
Agriculture in: 
Comparison of importance of, with Japan_____---...-...------ 523 
Eenenie wl prewrem en2t siulwood.) osecs1i euusined cou 539-541 
Aid to: 
Aatouet, end type Olu. ont JOS uit aese lees 39, 211 
Amount of through fiscal year 1954______.___---...-.-------- 536 
Apuastathow GE 6... 08 Sei tinge s cece ees IROL ALS 356 
Conditions to, discussion concerning - --_-----..-------------- 877 
Desirability of continuation of_-...........-.------. 206, 229-232, 238 
SOWANNONIOD Of oo i i wenn, dh Sue emle ceed U 211 
OE In os eases ipsa ... 355-357, 508-510, 514, 532, 533 
NOON acoesou. 3. eds Bs ole ge. Sidalbaas 364 
Pile. aliocation of, discussion of... . ... .. ccc weccnnccnee 977 
Purpose of_- si dos as ak ak en. dn sok tw pon 559 
Recipients desire for, conside meen OF... .4...-<.--bie 201 877, 878 
peti for, resection of. ,ididedes, woes sud eh Wk 558 
Statement in behalf of, by E. Raymond Wilson of the Friends 
Committee on National Legislation_______.__...----_- 873, 877-879 
Through Colombo plan, amount of.__..__.....-.---.-.------ 538 
Aid “within reason”’ desired by, explanation of____._....._..------- 528 
Airplane flights across, refusal to permit, effect of ‘ oe, = 
Airplane landings, in Pakistan right to...............--..--.__-.- 581 
Air tonvel gentristiommey.:: ooo wie La ous oetali 522, 523, 527 
Aserieen eirines in, number of... =... Li er. 513 
Amereans in, number of... 20000 in seen J ot a se ea 513 
Amount and breakdown of programs in _ full un, beak. Ate, 524, 525 
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Army of: Page 
Comparison of, with Pakista: . 582 
Status of , ' 531, 555 
Use of, approval of Gandhi for . 532 
Assumption of programs by, anticipation of __ . 541 
Attitude of: 
During Korean armistice proceedings .--. 554, 555 
Toward communism ...-- 511-513, 519 
Toward Communist China ‘ 516, 517, 555, 559 
Toward concept of collective security ’ . 531 
Toward France in Indochina ba 556 
Toward Indochina ar 533 
Toward military aid to Pakistan 509, 530, 531, 555, 579 
Toward Pakistan development of the Indus River 575, 576, £ 
Toward United States 38, 39, 513, 514, 531-533, 
Toward United States assistance 
sasis of program for 
British influence in 
Buddhists in 
Budget of, anticipation of foreign aid in 
Calorie allotment in 
Colonialism problem in relations with 
Comments of Minoo Masani on anticommunism of Nehru in 
Commitments on foreign aid to, lack of 
Communsalism in, refusal to allow 
Communications development in, explanation of program for 
Communism in, fight against 
Communist China development plan, effect of, on 
Communist China trade missions in 
Communists strength in parliament of 
Communists threat to, location of 
Community projects in, significance of 230, 518 
Comparison of achievement of commonwealth status, with status of 
Viet-Nam 
Complementary nature of programs in 524, : 
Congressional will concerning, possibility of overruling, consideration 
of 619 


Contribution of, to Korea, extent of _ - 167 
Counterpart in, establishment of 364 
Source and purpose of _ __ 546, 550 
Use of 547, 550, 551 
Deficit financing of 5-year plan, extent of 537 
Deficit in budget of, extent of 514, 515 
Democratic beliefs of (see also India, communism in, fight 
against) 508, 510, 512 
Development assistance for, amount of 31, 239, 290 
Fiscal year 1955 536 
Disclosure of amount of, objection to and explanation of 536, 537 
Justification of 221, 222 
Nature of _____- 539, 540 
Number of villages, workers, supervisors and trainees to date in 539 
Purpose of 539, 540 
Divergent views of, effect of, on foreign aid 221, 
508, 510, 511, 514, 522, 532, 533, 552, 553 
Repatriation of prisoners in Korea, reference to 554 
Economic aid to, mention of 
Pakistan attitude toward 
Reference to 
Economie potential of 
Economic support of village development in, justification of 
Education in, people’s desire for 
Effective use of aid in - 
Election year in, effect of, on 5-vear plan 538 
Farmers in, comparison of number of, to national income 529, 541, 542 
Fertilizer plant in, funds requested for _ i 540 


45700—54——79) 
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Fertilizer requirements of, meeting of _ - ; . 53s 8, 540, 542 
Fighting spirit of, nature of . . : 522 
Five-year plan of, anticipation of foreign aid in_ : ..... 529, 530 

Criticism of__- baa : ik. oe areca wf ze ! fol 518 
Financing of _ - a : 206 
Foreign-aid provisions in in . . ; 514 
Goals of _- ; . Zi .. 537, 538 
Reference to___- Suds ._. 610, 514, 518 
Flexibility of programs for set Ces Beano 
Food situation in 515, 518 


Ford Foundation assistance to 
Amount of__ 
Cc omparative results of - 





Good will toward United States of people of _. Le 513, 514, 530- 533 
Reflection of, in leaders ee I 530, 531, 552, 553 
Grant aid to, termination of, anticipation of _ — - sh 541 
Health program in, assumption of, by host country, anticipation of __ 545 
People’s desire for vd : of iT) Suet g iS") 
Problems concentrated on by anwinle petit 545 
Relation of, to agricultural development u 545 
Hindus in, number of cae ; 526 
Illustrative program versus actual program for, discussion of - 224-226, 
363, 364, 549 
Table on_ -- re ; 548 
Information guaranty program, provisions for, explanation meu 1038, 1039 
International Bank loan to, amount and breakdown of iu 538 
For industrial development corporation _- Ag Saye 546 
For railroad rehabilitation _ — __ 578 
International Bank team in, to plan industrial development corpora- 

I aie iinet cn vb sarin Ga tinannias ee a poe hae aie seu ote 546 
Irrigated acreage, effect of partition on pe Sag te Bs 542 
Irrigation construction in, progress in é PLEL IZA SUS 516 
Irrigation development in, program for, long range Ee 542 
Independence of, effect of Fe astaineste ...- 519, 522, 559 
Industrial deve lopment of itp ath didie tn SISA. uO TIEE RS 211 
Industrial development of, explanation of ‘accomplishments and re- 

GIA eiirccncsenterenewrtenaicats i 540, 541 
Industrial development finance corporation in, funds for establish- 

ment of, source of asin we aes Beal he ae 546 
Initiation of programs by___-_----- se ee 528 
Jute production of, status of___-_- ‘ : 521 


Korean demilitarized zone, effect of, on_______________________- 554, 555 
Land utilization in: 


Comparison of: 


With Japan ht gue<naieesld aie 542 

With United States Bie se oi ee See 542 
Methods of improving - obit Lda a ss 542 
Results of increased____.._.._.-_-- Ade HeLa. 540 
Loans to, possibility of repayment of, with strategic materials_____ 516, 533 
Loans versus grants to, relative me rits . all i ie a Ts 515 


Loss of, possibility of, evaluation of_ aa i oe ... 231, 232 
Malaria control in: 
Continuation of, by host country 


Demonstration projects for, success of 


Reference to 541, 545 
Malaria in, effect of, on agriculture _ _- ' : 545 
Manpower in, utilization of_- i .2J.. §23, 524 
Mica source : a SCUCEINL wow 516 
Migration of Hindus into, extent of s C 526 
Military aid to, possibility of See BE Ze Bi PR ep tpepaue 555 
Military portion of budget of__-__---. i Iie Les ET 
Minister of Health in New Delhi, reference to A a2 o's beet 514 
Missionary activities in, religious tees 600s 28k Seed. _. 5256, 526 
Mixed economy of, reference to £9 hula 1 Jou a, aa 
Mutual Defense Assistance Act aid to____- Bi. | LEVEES 556 


National income in, amount of. 








India—Continued 
Nationalism in: 
Recognition of, in programs 
Reference to . 
Neutralism in, explanation of _ 
Neutrality of 
Discussion of 
Officers of, in Korea, reference to 
Obstructionism of, objection to 
Opposition of, to agreement between 
Pacific Pact, inclusion in, of. ; saves ; 
Pakistan attack on, possibility of as am 
Philosophy of, concerning solution to world problems. -......- ‘198, 531, 
Policy of, refusing flights of troops across its country, explanation 
of 4 same am 
Political parties in, fight between 
Population of, ratio of, to Pakistan 
Private irivestment in, primary need of_- 
Presentation of program on 
Problems in relations with 
Program for 
Basis of 
Comparison of, with Pakistan program. 
Progress in, comparative status of . 
Progress of program in, comparison of, with Pakistan program _ - 
Province of Travancore-Cochin in, elections and religious composi- 
tion of ms ’ neetadint 
Public-health program in, example of , ; ; 
Public knowledge of aid to : ; 510, 
Public knowledge of programs in ; stone 519, 5 
Purchasing power of, lack of 
Quarrel of, with France on Pondicherry, reference to . ak 
Race problem in relations with ‘ 555, 55 
Railroad aid to: 
Approval of sha a 
Authorization for : ; . 211, 221, 224, 225, 
Bidding on equipment for ; ae : .. 547-545 
Explanation of - 211, 364, 541, 546, 549- 551, 362 
Determination of necessity for .... 546, 549-551 
Financing of __- ; ; 225, 226 
ine tee ot . 551 
Purpose of : ; 540 
Source of ; ae 3 see 546, 548, 565 
Transfer of funds for: 
Amount and source of ; 562, 620, 621 
Congressional approval of ..-. 549, 550 
Railroad rehabilitation in, Intern: ational Bank loan for 578 
Railroads in, Pakistan use of, explanation of ‘ 581 
Ratio of population of, to that of Pakistan 3, 44 
Reasons for supporting program in, by Hon. George V. Allen, Am- 
bassador to India iaesnttlitas 509 
Reciprocity by, lack of 229 
Reduction in amount for, presented to budget, request for explanatior i 
of - 560, 561 
Reimbursable military aid to ‘ 556 
Religious attitudes toward missionaries in _... 525, 526 
Repayment of loans by, with strategic materials, possibility of - 533 
Requests by, for United States assistance ; 226 
River development plans in : 540 
River development plans in, type of investment ; 544 
Rupee shortage in, cause of bottleneck 857 
Screening process, effect of, on program for, request for explanation 
of 560, 561 
Section 511 agreement by, lack of s 133 
Soviet aid to, possibility of 557 
Spirit of, comparison of, with Turkey ; 52 
Standard of living in 915, 518 











1248 


India—Continued Page 





Statement of C. Leigh Stevens, consulting engineer in the field of man- 
agement, June 7, 1954 cca aan sanastebrersnensvareigl in p= AOS 

Statement of Hon. Emanuel € ‘eller, ‘Member of C ongress (New York), 
June 7, 1954, concerning aid to ages SeGE-lOeS 


Stee! for . Son 211, 224 
Stee! for, amount of, financed by United States__- A a 540 
Steel imports into, distribution of___- ies 544 
Steel production in, inadequacy of SO ap ——% ..-- 525, 540 
Steel requirements in, explanation of 7 — 540 
Strengthening of, achievement of, comparison ‘of, with Communist 
I cee oe Ta de ne ok 6 ‘ 559 
Supplies and equipr nent for, emphasis. in programs ae 
Technical assistance program in Punjab, success of oe i 520 
Technical assistance to 
Amount of - se oa eee 
Amount of, fiscal year 1955____ 5 fiche th aiavaeebe otakelt 536 
Attitude of Minister of Finance toward , 413 
Comparative breakdown of illustrative and actual for 1954___- 362 
Description of completed projects of - - - - - «actce o Galg Wilnektann 833 
Importance of continuation of __—--__-- (ooo ewe eee eee 355, 356 
SO OE oe Cases ie 551 
Relationship of program for, to number of technicians.._----._ 558 
Success of, Communist recognition of___._.........-...-... 513, 514 
Technician in Hyderabad, success of _...........-.----.---------- 520 
Technicians for, request for, extent of - -- - - -- 3 | oe Dae 558 
Technicians in: 
Number of American Se ae tee Shes Seka ae 543 


Number of States of United States repre sented by ck of Mat 543 


‘Test at Gemocntic wovernniont ta... ce 510 
Tibetan position of __-__~- -_- ec as tains lias Matha ae at ... 517, 518 
Trade agreement between Russia and, né ature of a> el anuktsbisaeds Lid 557 
Training centers in, number and location of__- gag A ae 543 
Train service in, reinstatement of, from Delhi to Karachi_______- 527 
Transfer of funds $5 Beicant wis Boerne Of... oo ce ce 620, 621 
Transportation development in, explanation of program FOP inieay 546 


Transportation of troops across: 
Conversation of Ambassador Allen with Prime Minister Nehru 


EEE to ous Oo ok keen wade kate che Ctmuacke Cle, ane 
Policy concerning we Sana i .. 652, 553 
Transportation requireme nts of. (See Railroad aid ees 
Travel across, difficulties in____ no 
Treaty be ‘tween Communist China and, on Tibe t, terms of _-__- ak a 517 
amp te, by Hon. Harold E. Stassen..._........-...-...-- erase 38 
Troops of, in India, number of _ ---__-_-_--- he catalan 554 
Tube wells in, location of __......_.___~- ee i uk eal el ee 544 
Tube well program in: 
Extent of : ; : ae og 2 aes 540 
arget of ; ; Sag 540 
Types of programs for oe ad 31 
Unemployment in: 
Extent of ; a - 545 
teference to 3 nape 524 
U. N. representative of: 
Actions on the Puerto Rican item of Be aca 532 
Attitude of, toward United States, refere: ON Rep Speedy ay 553 
Boast of, to isclate the United States _- “> Se io: ag otto ae 532 
Mrs. Lakshmi Menon, activities of, purpose of Eas ae ee 532 
U. N. technical assistance to, amount of_ Se Site ie 538 
Village development in: 
Core of development assistance effort = a i ae 
Economic support of, justification of ; . 644 
Expansion of, fiscal vear 1954 ee WEED Sie Z Bead 544 
Location, number and success of ____ hd ae . 542-544 
Significance of___ < ee . 518-520 
Village development projec ts, map ‘of, reference to........-.-.--.-. 542 
Water in, utilization of, importance of Sees e So yeeaaee 516 


a 
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Water problem in: Page 
Quotation from study mission report on : . 579 
Status of negotiations concerning FS! ‘ 578, 579 
Water tanks in, description of__ stb hii 516 
Wells in, type and number of _ _ _- ; baicd 519 
Wheat program for: 
Amount of a ; 536 
Reference to ‘ 542 
India Emergency Food Aid Act of 1951, reference to 536 
Indo-American, Central Committee of the, method of working with, 
description of ___---- gl hg 2 ‘ ‘ 545, 546 
Indochina (see also Associated States of Indochina: Cambodia; Laos; 
Vietnam): 
Administration of program in 
\ggression in, nature of 
Agricultural commodities in, limited demand for- 
Agricultural extension system in, emphasis on 
Aid to, increased need of ; 
Airplane flights across India to, refusal to permit, effect of 
Alternative draft of section 201 on 
American pilots in a 
Amount available for, under transfer prov isions 
Amount of assistance to 
Amount of funds transferred to France fo, 
Amount of request for, 1955 aos sa 
Authorization of funds for, fle xibility in, request for. 
3udgetary assistance to France for, reference to- -- 
Commitment of troops for ; adept sly aap . 22 
Common use program in, description of ‘ i013, 1014 
Communists in, effect of, on India 533 
Comparison of U, N, action in, with Kore bt evans 987, 988 
Congressional intent concerning, in 1949, circumvention 738 
Consultations on program for 276 


Contributions of neighboring countries to- a . 10 
Contributions by United States to, nature of it : Z. 7 


Cost of war in- as Sass 18 
Cost of war in 1954 in, , distribution of ete 279, 280 
Dealings in, with natives Sin ide 80 
Defense support for, classific ation of 164 
Direct forces support in, amount of and :eason for__- 34, 278 , 279, 974, 990 
Direct forces support fcr: 

Explanation of components merged in new program for__-- 1013, 1014 

Necessity for ee in 975, 976, 977, 978, 980, 990 

Reference to___- ene belive « 3 , 261 
Direct forces support for, use of saad 976 
Direct support of troops in, amount approved for, 1953 977 
Effect of Chinese Communist forces in 7 i 21 
Effect of situation in, on French EDC ratification - ---~-- 660 
Essential factors to struggle in u ; \ 248 
Evaluation of program in_- icine: 204, a0 
Food for, use of funds for ; (8, 281 
Food habits of _ _- 7, 198 
Forces of, military potenti: Rae f 962 
Forces in, payment of, source of b duced... j 987 
French administration of funds for__- 261 
French attitude toward operation in 756 
French expenditures for, from special account - - - ‘ 983 
French inability to finance war in 251 
Funds for, under Far East program ___- : 7 124 
Independence of, possibility of Cy 251, 265, : : 272, 281 
Indian attitude toward ; i 533 
India’s obstruction to transport of troops to, reference to aden 186 
Intelligence in, adequacy of-__-_- ‘ 291, 292, 294 
Internationalization of war in, effect of- roe . 270, 271 
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Page 


Letter of opposition to action in, from B. M. Kohler, of H. C. Speer & 
Sons Co., to Hon. Marguerite Stitt Church, Member of Congress 


(IIlinois), May 17, 1954_. 
Magnitude of funds programed due to war in 
Military Assistance Advisory Group in, increase in 
Military assistance program in force in 
Military assistance to, results of 
Morale in, problem of 
Mutual defense support for 
Name of, attitude of natives toward 
Nationalist forces in, Communist utilization of 
Objectives in 
Observation of program in 
Packaging of food for, possibility of 
Peace in, effect on neighboring countries of 
Percent of cost of war in: 
Borne by France 
Born by United States 
Priority of, change in : 
Program for 
Fiscal vear 1955 
Amount and nature of 
Amount of 
Mention of ‘ 
Inclusion of, in direct forces support 
Reference to 
Refugee assistance in, emphasis on 
Requirements for, effect on program 
Revisions of program for: 
Basis of 
Determination of 
Rotation of forces in, cost of 
Ship requirements of, explanation of 
Situation in: 


Effect of, on aid program 975, § 


Effect of, on language in bill 

Reference to 
Technical assistance programs for, initiation of 
Threat in, discovery of 
Three-way trade program in, consideration of - 
Transfer of funds for, necessity for 
Transfer of funds to, amount, nature, and source of 
Troop support in, use of agricultural commodities for_ 
Unexpended balance available for 
United States Air Force pilots in, lack of 
United States policy in 
Vocational education in, emphasis on_ -- 
Weapons in, nature of 
nesia: 
Administration of program in, evaluation of 


994, 995 
31 
292 
25 
254 
18, 20 
29 
80, 81 
248 
271 
261 
192 

« 


ae 


35 
35, 39 
959 


959 


ave 


249 


28 

239, 246, 364 
1010 

49 


276 
261 
98] 
1005 


176, 977, 978, 981, 990 
i 679 

6, 7, 949, 954 
Lt 265 
738 

ie Z 201 
_. 34, 46, 616 
620, 621, 1104 
189, 197 

991 

294 

978 

276 

20 


Aid to, statement in behalf of, by E. Raymond Wilson of the Friends 


Committee on National Legislation 
Arms program in, lack of ze Spa 
Attitude of, toward United States 
Communist strength in 
Communist threat to v 
Economic assistance to 
Economie conditions in, explanation of 
Forces of, military potential of 
Inflation in, reference to 
Military aid to, lack of, reason for_ 
Moslem Party in, strength of 
Obligations of funds in 
Pacific Pact, inclusion in, of___- 
Political parties in roe 
Program for, amount of, fiscal year 1955 


g 87¢ 
79 
1008 
80, 1008 
6 

gu 258 
1006—1007 
962 
1007 
997 
1008 
261 
271 
79 
261 
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Program for, reason for lack of, explanation of - - -- ..--- 1007-1008 
Section 511, effects on a : , 79 
Situation in : ; : Noes 79 
Technical assistance in, desirability ina ; wera in 80 
Technical assistance programs in 31, 252 
Technical assistance to, description of « ween ted proje cts of 833 
Technicians in, number of. : 79, 80 


Troops to, re fusal to permit trs ansportation across India, reference to 552 
Yaws program in, cost of, reduction of alate ; 846 
Indus River: 
Development of, attitude toward at i 575, 576, 578, 579 
Loan for developme nt of, status of 578-579 
Location of 
Industrial Development Finance Corp. in India, funds for establishment of, 
source of e = 
Industrial technical assistance contracts, tables on ; 337, : : 
Industrialization, importance of mechanization of farms to 
Infantry division, composition of 
Infiltration tactics, Soviet Union superiority in 
Inflation in Formosa, control of- 
Inflation in Korea, danger of . ; 
Information, availability of, to Members of Congress 
Information programs: 
Effectiveness of - ——- 
Need for 
Information Service, direction and se ope of - 
Infrastructure (see also Airfields; Jet fuel system; P ipeline 8): 
Airfields: 
Amount of expenditures on- --- 
Largest component of 
Amount available for_- 
Amount of, approved 
Amount requested for 
noe ition to 1958 for, request for. 
Collective security demonstration 
Competitive bidding for construction of: 
Existence of - ‘ 
Reduction in cost through _ cabiahbel 
Construction of, local responsibility for . 
Contributions for, percentage limitation on, propos: al for, consideration 
of_. —:. * 
Contributions of host nations ‘to, 
Control of, explanation of p> deiicn acai : 772, 
Definition of ; 
Expenditures control sy stem for, statement on_- 
i-xpenditures for: 
Amount of 
Estimate of, table on_-_- 
United States share of, ratio of. 
Fifth slice of, United States share of - ; ‘ 
Fifth, sixth, and seventh slices for, financing ‘of, agreement ¢ on... . 
Fifth, sixth, and seventh slices of, total cost and United States share 
a 7 
In Germany, availability and financing of 
Inspection of, provisions for, explanation of 
Land for, acquisition of, prohibition neuen expenditure of funds for, 
proposal of 783 
Letter of Hon. Charles E, 
April 12, 1954, on- 
Limitation on use of funds for, proposal of, consideration of....... 783-784 
Nature and category in program of 28 
Obligations for: 
Amount of 
Estimate of, 


Origin of word and program 
Presentation of program for 





Infrastructure—Continued 
Program for airfields, completion of, projection of 
Progress in -- - - - 
Reduction in shares for, effect of 
Remaining slices of: 
Amount of_ 
Emphasis on 1 Southern Europe in a 
Sabotage of, possibility of - _ 776, 781- 782 
Second and third slices of, final costs of, determination of 763 
Security of, local responsibility for__- 
Security precautions concerning, in France and Italy. 
Screening of program for, explanation of ___- - 
Shares of cost of, basis for dete rmining-_ : ... 778, 779 
Shares of cost of, compromise elements in : determination of______- 778, 779 
Shares of cost of, constant ratio of____- 3 IAL ae 
Slices of, summary of, table on__- cf ‘ 760 
Statement on-_-__.- peer oo ee LS 757, 760 
Status of financing of, table on j 
Summary of contributions and pe reentages by country for: 
Table on__- . Ju Ci vey ue 20 762 
Explanation of - 
Tax payments on, limitation on use of funds for , proposal of, considera- 
tion of _ ] 783, 784 
Tax quotie ont on, variations on__- _... 783, 784 
Telecommunications projects, statement on stat Benak eA 766 
Ultimate share of, approximation of____ 763 
United States financing for, amount of 757-759 
Unobligated balance of program for: 
Fiscal year 1954__- set . 769, 771 
Fiscal year 1955___- ; . 769 
United States expenditures for, statement on d 783 
United States share of, amount of 769, 771 
Use of: 
Local arrangements necessary for_-__- -- .. 772, 773 
North Atlantic Council resolution on, explanation of..___._._._._. 772, 773 
Infrastructure Committee: 
Approval of, prior to letting of contract, requirement for 
Veto in, reference to- Pas 
Integration of research and development in E urope, lack of 
Intelligence, effectiveness of, question of _- 4 hatte 
Inter-American Conference. (See Caracas Conference.) 
Inter-American Defense Board, joint participation of United States and 
Latin America in_ 
Inter-American Economic and Social Council, recommendation of Dr. 
Milton Eisenhower, on 
Inter-American Treaty of Reciprocal Assistance, reference to 
Intergovernmental Committee for European Migration (see also 8S. 1766): 
Activities of, description of --__-_- .... 892-894, 896-898 
Administration recommendation for authorization for, letter from 
Hon. Thruston B. Morton, Assistant Secretary of State for Congres- 
sional Relations, to Hon. John M. Vorys containing 913-914 
Amount of request for, 1955 28, 891 
Contributions of governments to: 
1953, table on___---_- 
1954 (estimates), table on 
1955 (estimates), table on 
Expenditures for, 1953-55, table on__ 
Far East activities of, explanation of 
Financing of program for, statement on 891-892 
Funds of, utilization of, explanation ows tenusee ee 
Hearings on 1955 appropriation for, principal witness statement. __ 894-896 
International administration of program for 
Movement of migrants aided by, table on 
Movement of populations by, rate of___ 
Per capita cost of United States contributions to, statement on 
Presentation of program for 
Purpose and plans of, explanation of - - -- 
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Intragovernmental Committee for European Migration—Continued 
Relationship of program for, to the U. N. Refugee Emergency Fund 


Responsibility for___- af 

Revolving fund basis of, explanation ‘of 

Table summarizing program of 

Termination of activities of, possibility of 
Internal Revenue Service, ruling of, on contributions to Israel 
International Bank for Reconstruction and Development: 

Credit extension to India by, for industrial development corporation- 

Indian industrial development financed by, reference to 

Indian request for loan from, to finance steel plant, reference to_ 


Loan for development of Indus River by, status of - - 578, 57 
Loans to Egypt by, extent of_ —_- ve 596, 597 


Loans to India by, amount and breakdown of 

Loan to India for railroad rehabilitation by- 

Loan to Pakistan for railroad rehabilitation by- 

Loan to Syria by, possibility of__ 

Negotiation of Indian loans by- -- 

Pakistan use of, extent of -_- ™ 

Team of, in India, to plan creation of industrial deve lopme nt corpo- 

ration . 

International cooperation, importance of - 787, 788, ' 
International Development Advisory Board, report of, on technical assist- 


ance programs, comments and recommendations of, excerpts of... 791, 7 


Reference to_ : Se 
International Federation of Agricultural Producers, recommendations of 
American Farm Bureau Federation concerning- - - - et, a coe 
International organization, delivery 1, possibility of-__- . 720, 

International Refugee Organization, jurisdic tion over, reference to___- 

International Wheat Agreement, support of, _ American Farm Bureau 
Federation, reference to i 

Internationally administered items in program - Ee ad 

Inventive capacity of European scientists, quality of 

Investment. (See Overseas private investment; Guaranty program and 
Guaranty provisions.) 

Ioanes, Raymond A., Assistant Director, Foreign Trade Programs Divi- 
sion, Foreign Agricultural Service, Department of Agriculture, statement 
of, April 12, 1954__ _ 

Iran: 

Abadan refinery: 
Employees of, number of _ _- 
Workers of, payment of, source of_ 
Ability of, to assume programs 
Agreement under section 511 with _-_ 
Amount of assistance to, reason for- 
Army of: 
Allegiance of __ ‘ . 
Conscription age and period ar. <2 
Effect of oil nationalization on- - - - 
Emergency assistance to, nature and result of __ 
Pay scales of, reference to- - - - 
Army officers of: 
Orientation in the United States of 
Training of, results of 
Assistance to: 
Amount of__- 
Evaluation of 


Justification for____- - amdon : a , 500, 


Nature of 
Attitude of, toward military aid to Turkey - 


Attitude of, toward West, effect of, on program 7 ___. 566, 
British position in, effect of, on U nited States foreign policy 626, 
Budgetary assistance to, justification for _...... 498-500, 503- 


Construction in, criticism of - 

Cost of living in, deceleration of_- ea 

Cultural centers for labor organizations in, construction of, “with 
program funds 


184 


572 


572 
568 
504 
568 


, 570 


571 
569 
504 
571 


ted 
od 
ny, 
of 


209 


5, 209 


501 
208 
510 
568 
627 
504 
496 
569 


496 





Iran—Continued 
Currency costs in, meeting of 
DDT shipments to, amount of _ - 
Decentralization of program in 
Development assistance to: 
Amount of 
Amount of, fiscal ye ar 1954. 
Amount of, fiscal vear 1955 
Loan basis for, desirability of 
Mention of_ 
Effect of aid to 
Emergency aid to: 
Amount and justification for__ 
Decision to extend 
Effect of - _ - 
On aid for Arab re efugee 3 
Fiscal year 1954: 
Amount of-_---- 
Briefing paper on 
Possibility of 
Source of funds for. _-_- 
Emphasis on program in, placeme rent of 
Example of problems under section 550 in 
Financial status of____- Ta 
Goodwill toward Americans in: 

Evidence of___ 
teason for 
Government of, overcentralization of _. 

Health program in: 
Need for. _-- 
Results of - 
Imports into, emergency assistance made possible “ 7 
Informal statement on program in, by Ambassador Loy Henderson to. 
Smith Study Mission, October 1953 
Long-term nature of program in_- 
Malaria in, success of program against_ .- 
Markets for the oil of, location of__ 
Military aid to, effect of defense arrangement on. : 
Military Assistance Advisory Group Chief’s report ¢ eae 
Military Assistance Advisory Group in, results of 
Military Assistance Advisory Group mission in, responsibilities of 
Military program in, follow up on utilization of equipment 
trainees under oi niet 
Military strength of, dev elopme nt of 
Military training program for, non-military effect of 
Mutual Defense Assistance Act aid to, mention of 
Mutual defense assistance for: 
Amount Gf... i.e 
Mention of phela 
Mutual defense assistance program in, existence of 
Oil nationalization in, effect of: 
On Army__-- 
On program. - 
Oil production in: 
Effect of, on program Se 
Possibility of agreement on_- - - - 
Oil revenues of, inability to predict 
Optimism concerning 
Point 4 director in, criticism of ‘ 
Point 4 program in, critical letter concerning, quotations from__- 489, 
Presentation of program for____-- ‘ 
Prime Minister of, statement of, concerning ‘technical assistance ade 
Program for: 
Amount of_____- 
Breakdown of, request for 
Fiscal year 1955, amount of 
Program in, continuation of, necessity for 





Iran—Continued Page 
Public knowledge of programs in__ ae jase iaiitttan sedate Cie cain 
Reciprocity by : nd - 209 
Shah of, statement of, on effect. of eme rgency assists ance, reference to 500 
Showpiece of foreign aid operations : 197, 501 
Situation in, explanation of _ _- ----. 495-501 
Size of 567 
Statement for the record of information on, provided by Operations 

Mission ‘ 1185 
Statistics for, unavailability of 567 
Strategic importance of, explanation of ‘ : 569 
Sugar imports of, amount and source of : . ; 498-499 
Technical assistance to, amount of ‘ in 210 

Fiscal year 1954 1 565 
Fiscal year 1955 ; 566 
Application of funds for ' 231 
Beginning of 504 
Effectiveness of, reason for 504 
Time factor in, importance of ee 562 
Training missions in, types of : . 503, 571 
Training of Army officers of, results of 5 ra 570 
Transfer of funds to, amount, nature, and source of-_ . ..- 620, 1108 
Approval of i ‘ ; : 614 
Justification of 614, 618-619 
Reference to ; ‘ . 46, 223, 233 
Types of construction in, criticism of ‘ 496 
Underdeveloped country, effect of, on program for 566, 568 
Unemployed cf, compensation of, with United States funds, expl: ana- 
tion of 


Statement on 
Iraq, arms assistance to, stabilizing effect of 
Arms shipments to, quotation from State Department correspondence 
concerning possible reassessment of policy on 
Iron Curtain, escapees from, commercial methods used by, description of 


Through Germany, extent of 
Policy concerning peoples behind ; el iad aatall 
Iron materials and products in program for Is rael, amount of 
Traq: 
Arms agreement with, effect of a ee a 
Arms assistance to, correspondence between Hon. J. K. 
the Department of State concerning, April = 1954_ 
Arms to, from Great Britain 626 
Assistance to, effect of, on Near E ast proble ms, reference to_ 479 
British influence in : 590, 625, 626, 627 
British treaty with, reference to- 492 
Development potentiality of ; ac ie 653 
Development projects in, status _ : 648, 653 
Elected government in _ - 629 
Financial status of aay fy eae me 653 
Information on, lack of_-_-_- - , 238 
Information Service, reference to material from_. 485 
Literacy of on 628 
Military aid to, corre spondence between Hon, Jacob K. Javits and 
the Department of State, reference to 622-623 
Musa Alami, assistance from 650, 651 
Oil royalties of, percent of - 
Technical-assistance program for, determination of __- 
Technical assistance to, description of, completed project of 
Ireland: 
Agreement between United States and: 
Negotiation of aterees ba po ane, Ady ly Sey. ba Jee, Lae, 139 
Vote on motion to complete 
Agricultural projects in: 
Counterpart funds available for 
Enumeration of - - - - - 
Airbases in, possibility of 





Ireland—Continued 
Budget of, submission of, to Dail 
Counterpart in: 

Concessions on 

Disposition of 
Economie assistance to- 

Amount of 
Neutrality of UBS 
Payment of interest on loan by 

Section 511 agreement by, lack of 
Summary of assistance to 


Page 
132 


‘ 140 
131-140 
124 
131 
136, 138 
131, 134 


, 1338, 135 


131 


Isolation of the United States in the U. N., purpose of the Indian repre- 


sentative he : oe 
Israel (see also Arab States; Near East; Palestine): 
Age of State of__- _ aah 
Agricultural eommodities program for, amount of 
Agricultural development in, e mphasis on 
Agricultural economy of oo 
Agricultural production in, increase of 
Agricultural workers in, shortage of 
Agriculture in: 
Deficiency of, explanation of x 
Development of, through technical assistance _ - 
Aid to: 
Comparison of amount of, with Arabs 
Historical summary of - 
Level of, reduction of, possibility of 
Arms in, use of___--__- 
Army of, budget for 
Assistance to: 
Basis for_ 
Evaluation of __- 
Fiscal years 1946-54, amount and breakdown of - 
Ratio of, to population. __- 
Reduction of 
Summary of 
Trend in, forecast of- 
Attitude of: 
Toward Arab Legion 
Toward arms assistance 
Attitude of people of, toward Arabs__--_ 
Automobile plant in, extravagance of 
Balanced economy in: 
Development of _- i 
Objective of program __ eae 
Balance of trade deficit of, reference to 
Basis of assistance to, discussion of -_ - - 
Battle Act violations by, question of- 
Bond issues of: 
Amount of _ 
Subscriptions to, amount of 
Boundaries of, maintenance of, responsibility for 
Boycott of trade in, by Arabs_- 
Calorie intake in, per capita _- 
Cement industry in, possib ility of utilization of 
Ceramics industry in, extravagance of 
Citrus crop of, markets for_ -_ — - a 
Citrus fruit exports of ; 601, 
Citrus fruit production in, superiority 
Commitment in, reference to___-_-- 
Contributions from community to, amount of 
Contributions to: 
Deduction of, from income taxes - 
Difficulty of evaluating 
Utilization of ; Bet ~ > 
Counterpart used by, for purchase of agricultural « 
Currencies of, use of 


483 
195 
639 
488, 489 
602 
638 


col 


610 
600, 601 


652 
654 
210 
483 
482-484 


601-603 
602, 603 

604 
652, 653 
_ 639 


610 


_.. 652 


605, 606 
484 
649 
603 
656 
604 
602, 604 
601, 602 
605, 606 
610 


487 
652 


654, 655 





Israel—Continued 
Defense budget of, amount of 
Defense capabilities of 
Defense contribution by, evaluation of possibility of 
Democracy in- 
Development assistance to 
Amount and breakdown of 
Amount of, fiscal year 1955 
Grant basis of. 
Summary of_ 
Distribution of assistance to 
Distrust by 
Economic aid to: 
Amount of_ 
Necessity of 
Emigration from: 
Comparison of, with immigration _.__- ‘ 905, 606 
Extent of__ ; 606 
Establishment of, U ited States re sponsibility for- --- : ; 105, 606 
European st: andards of : 606 
Expansion of, United States representations concerning 635 
Expansionist visions of 608 
Expenditures of, fiscal year ending March 31, 1952_- _- ‘ 603 
Export-Import Bank loan to: 
Amount of ‘ 483, 610, 652 
Application for, lack of 486-7 
Export markets of 602, 604 
Export potential of 488 
Exports of: 
Importance of 603, 604 
Pattern of 604 
Farining, capacity of_- 195 
Farming in, aptitude of Jews for 484 
Farm population of, percentage of 601 
Fear of - ee 480 
Fiscal year of . : 604 
Food shipments to, reference to_ _ 653 
German claims settleme nt, effect of, on__- 487-8 
German reparations payments to, amount of, estimate 652 
German reparations payments to, reference to- : 604 
Government of, type of mbes 655 
Health standards in_- 607 
Illustrative program for, fisc al 3 year 19: 54, reference to 614-15 
Immigration into: 
Amount of ; : 606 
Comparison of, with emigration _ __ 105, 606 
Extent of _ . 182 
Impartiality reflected in assistance to 637 
Imports of foodstuffs by, amount of 483 
Incidents in, reference to , . 481 
Income per capita in , 649 
Industrial potential of 488 
Industries in, extravagance of - 656 
Insecurity of 480 
Irrigation developments in, inducement to farming in 603 
Jewish people’s home, dedication to 605, i 608, 609 
Jewish population in, extent of increase in 606 
Jordan River allotment suggested by engineering committee for 641 
Jordan River allotment suggested by the Tennessee Valley Authority 
for 640, 641 
Jordan River development by, comparison of timetable of, with 
Jordan 
Jordan River diversion by, plans and activities for 642, 
Leadership in, diseussion of 481, 482, 
Letter of submission and tables on, submitted by Norman 8. Paul, 
Director, Near East, South Asia, and Africa Operations, FOA, June 
4, 1954, to Hon. Jacob K. Javits, Member of Congress (New 
York) cased as 1188-1191 





Israe]—Continued Page 
Life expectancy in, discussion of - c 607 
Manufacturing facilities, value of in ee SS 638 
Military expenditures of, fiscal year ending March 31, 1952- --_-_- 603 
Military parade in, reference Te yeu 603 
Military program in, lack of ‘ : bets 610 
Military training program in, nature of btn’ 604 
Mineral resources of, development of, attempts to, reference to_..__- 603 
Mobilization plan for, question concerning-- sah 638 
Need of, basis of assistance, discussion of ‘ ; 152, 653 
Negev development by, possibility of ‘ se 605 
Negotiations with, concerning Jordan River, pomnnne of 642 
Obligation of development assistance funds for, basis for 607 
Oil imports from Venezuela by, disadvantage of wr 484 
Oranges to Russian children from , b wsaleanle 56 
Overpopulation in, discussion of _. 605, 606, 608, 609 
Peace negotiations between Arab States and, “necessity of change in 

opinion in . eeawen : 636 
Political situation in, effect of, on “program 4 ‘ uid. JOO, G07 
Population of ; ‘ ‘ du Seater 641 
Population of: 

1949 through 1953, table on___- ‘ . 606 

Urban compared to rural _- - - - ‘ J da i 638 
Population trends in . _... 605, 606, 608, 609 
Poverty in, comparison of, with Jordan #3 ee ee 649 
Presentation of program for cate Gaia be 600 
Programs in, total of , viva i 610 
Project agreements for, oe of pa 608 
Propaganda center for U. 5 as 955, 656 
Protest of Government of, co appeals of Hon. Henry A. -Byroade 3 178 
Psychological condition of people in eeedaves ‘ 607 
Publication of, Data and Plans, reference to 602 
Pyramid in, reference to J _. 602, 638 
Races in i : ’ 484 
Raitifall in, comparison of, with Jordan ‘ oe 641 
Rangeland in, waste of ; 2 602 
Reduction in program for __ 480, 482-484 
Reduction in program for, fiscal vear 1954, reference to ‘determination 

cc i 2.614, 615 
Refugees in, , prob ylem of integration of ‘ ok $b. eB Owe i 601 
Refugees in tent cities in, extent of 22 ‘ : 483 
Refunding operations of, explanation of : - A 187 
Reimbursable aid to, authorization of ae 486 
Reparations from Germany: 

Amount of . : 487 
Nature of : ; < 187-488 
Reference to — eB . 482 
tepresentatives of, lack of coope ration by, with Arab representatives 82 
Represe ntations of United States to ; saceu J. ice SBS, 63S 
{evisionist group in a a SS 2 608 
Role of United States in, Arab attitude toward ‘ 481 
Rural population of, attempts to increase ; ....-. 601-603 
Comparison of, with urban population .. 602, 603 
Shortage in_-_-_-_- ; : : 601 


Safety in, urban versus rural, reference to ___ _- ; ba} 2s 603 
Scorpion Pass incident in, mention of fs u ; ._. 632, 633 
Short-term debt obligations of, payment of_ _ - ae os 210 
Size of, comparison of, with size in Old Testament period _____- 646 
Spanish citrus crop failure, effect of, on f i ; 604 
Taxation in, system of: 

ES 2 on Pct a oes «ote te eS 190 

Statement on alates ee te ek oa : 491 
Technical assistance to: 

Amount of___-- : ae 652 

Description of completed projects of - oe 833 

Fiscal year 1955, amount of a : . i 610 

Sammie er. . cco : &NE 
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Israel—Continued 
Tension in_- . 
Tension in, U. S. polic: y toward_ 
Theocracy in . 
Trade aspects of___ aaa ; d 
Trade in, dependence on_._- : 603 
Transfer of funds to, reference to : : 22¢ 
U nemployment in, extent of co 602 
UNICEF program in, continuation of, by recipient country - 838 
United Jewish Appe al contribution to, average amount of-__.- ee 652 
U. N. armistice negotiations in, discussion of eae, 
United States commitment in ee 635 
United States representations to, concerning border incidents____- 635 
Unobligated balance of funds for deve lopment assistance for: 

Amount of and reason for-_-_- 
Utilization of 
Unobligated balance of funds for technical assistance for, amount and 
projected utilization of 
Water development problem in 
Withdrawal of, from Mixed Armistice Commission 
Women in Army of, mention of 

Israeli-Arab (see also Arabs; Arab States) : 

Problem: 
Seriousness of 


Soviet Union side on_ i a ara 
Israeli Government publication, Data and Plans, reference to- 
Italy: 
Air Force units in, increase in 
Birth rate in, decrease in_ a so ..-. 904-905 
Colonists of north Africa return to, number of__- 904 
Communist gain in i 89 
Contribution of, to cost of movement of migrants, amount of ___- 894, 898 
Cotton shipments from Egypt to__--- m 598 
Economic assistance to eae piso ae 29, 124 
Emigration from, extent of 903 
Emigration to Latin America from, stoppage of a 904 
European Defense Community Treaty ratification by, status of____- 3, 
12—13, 41, 53, 89, 661, 672 
Infrastrusture in, security precautions concerning__-- -- 782 
Offshore procurement of destroyer escorts from__ ; - 310 
Overpopulation of, long-range nature of problem of a 903-904 
Population of, statistics concerning = caeaine 905 
Processing of migrants in, explanation WES Sac scn eee 893 
Production in, increase in_- aaa 662 
Unemploy ment in 
Visa applications in, status of, ‘table on. 
Items: 
Selected, of military defense assistance: 
Chart of quantity of_-_-_---- 
Explanation of 
;, Operation, reference to re lease on 


J 


Jackson, Hon. Donald L. (Member of Congress, California), attendance of, 
at Conference of Directors of United States Operations Missions and 
Washington Officials, Lima, Peru, January 1954, reference to 

Japan: 

Agriculture, comparison of importance of to India, with Japan- ----- 

Aid to, statement on behalf of, by E. Raymond Wilson of the Friends 
Committee on National Legislation 

Arming of, attitude toward_ _ _- 

Bilateral agreement with, explanation of impossibility of, prior to 
April 1952_--_- 

Colonial systems of, reference to 

Conquest plan of, mention of 

Defense establishment of 
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Japan—Continued 
Lefense of 
Deliveries to, lag in 
East-West trade benefits to, amount of 
Economic assistance to, lack of 
Economy of, complementary to Southeast Asia ; . 247 
Equipment for, transfer of, legislative history of provision of bill 
under which authority requested for __ ---- 964-965 
Equipment for, transfer of, request for - - ; .. 963-964 
Excess equipment transfers to, discussion of > 963-967 
Export credit facilities in, statement on . 426 
Exports of, to Soviet Bloc, amount of : 7 1100 
Forces of, military potential of_------- ‘ ata : 962 
Korean depende ney on . 7 457 
Korean relationship to 7 247 
Land utilization in, comparison of, with India_- ‘ 542 
Loan of equipment to, mention of Y ates 967 
Mele population of ; aia 953 
Markets in China, loss of, by soins ' ; 4 247 
Military assistance program for 254, 277 
Military potential of 
Military strength of, deterrent to aggression 
Mutual defense assistance to 
Mutual defense assistance to, nature of - : 
Mutual security agreement between United States and, reference to 
New program in, effect of, on personnel requirements 
Objectives in 
Offshore procurement in, amount of 
Pacific pact, inclusion in, of 
Program in 
Mention of- 
Under section 550 
Rearmament of 
Attitude toward 
Opposition to = eats 
Role of, in Asia ie ce 
Source of foreign exchange in Korea 
Speciz! military program for: 
Funding of, explanation of uh 963, 964 
Presentation of_.........-. ath 963 
Strategic i I ports nee of > 
Trade with Ted Chiha by__-_-_-- si 
Tresty with, for mutual defense assistance 
Ratification of, status of 
teference to cae at Ce ee a 
United tates forces in, number of, comparison of, with Korea 
United States Government expenditures in, amount of - __ 
United States personnel expenditures in ahi 
United States soldiers expenditures in, comparison of effect of, with 
hnworea 
Visa applications in, status of, table on 
Women of, visits to the United States by, mention of 
Javits, Hon. Jacob K., letter of submission and tables on Israel to, from 
Norman 8. Paul, Director, Near East, South Asia, and Africa Oper- 
ations, FOA, June 4, 1954 . 1188-1191 
Jeep, spare parts production for, license for, held by Willys-Overland, 
reference to 
Jet aircraft (see also Aircraft 
Cost of 
Direct forces support for 
Delivery of, 1953 program for Far st, status of. 
Delivery of, 1954 program for Far st, status of 
Number of, in 1954 program for Far East 
Pro~ram for 1955, number of 
Source of 
Use of fuel by, quantity of 
Use of, in Turkey 


} 
rr. 
ri 
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Jet fuel (See also Fuel, Pipelines): Page 
Control of system of ____- 774 
Distribution system in NATO for, status of infrastructure program for, 

table on__ 764 

celine of NATO system of 
Interchangeability in system of 
I oc ation of pipelines for 

Pipelines for, comparison of, with airplane tankers 
Progress in program for system of 
Storage capacity for, on standard airfield 
Storage requirements for 
Time element in, consideration of 

Jet squadrons in Formosa, time required to implement program for 

Jewish home in Israel, dedication to idea of 605, 607, 608, 60° 

Jews: 

Farming in Israel by, aptitude for 484 
Immigration of, possibility of E 478 
Influence of, on United States policy, reference to 481 

Johnson, Hon. Louis, quotation from, on cost of bazooka , 322 

Johnston, Erie: 

Discussions of, in the Near East, reference to 82, 233, 6 
Chairman of International Development Advisory Board, reference 
to 791, 794 

Joint Chiefs of Staff: 

Estimate of force basis by, explanation of ‘ L _ 739, 740 
Force basis of, reference to_ _- . i 151, 152 


Makers of polic, 7... ‘ ‘ . 19 
Study by, of defense capabilities of Israel and the Arab States, mention 
of 637 
Joint Commission on Rural Reconstruction, activities of, reference to 1012 
Joint Petroleum Administration, reference to : 785 
Jones, John W., Director, Office of Western European Affairs, Department 
of State, statement of, May 13, 1954__-_-_- 3 abso 695 
Jordan: 
Agricultural commodities program in : . 160, 167, 171, 172 
Allotment of water suggested by engineering committee for Atm 641 
Allotment of water suggested by the Tennessee Valley Authority for__ 640, 641 
Arab Legion in: 
Importance of 42 a ; : 627 
Stabilizing effect of - -__- : < 636 
Arab plan for, nature of__- ‘ wild 236 
Arms in, use of - : .. 240, 241 
Assistance to, sté tus of negoti: ations concerning 612 
Boundaries of, determination and nature of 640 
British attitude toward United States aid in_ - - j 81 
British contribution to budget of, extent of ‘ 627 
British influence in —--- ; 625, 627 
British treaty with, reference to-_- a am 492 
Calorie intake in, per capita ands 649 
C ooperation between the United States and Great Britain in- 491, 492 
Cooperation of, in border incidents - ’ 631, 632 
Development of Jordan River by, comparison of timetable of, with 
Israel _ _ P Hebe 645 
Development projects for, amount of : : 233 
Exports of, amount of , 627 
Flexibility of program for, necessity of - - - -- 233 
Imports of, amount of \: : 627 
Income per capita in ‘ 649 
Parliament of, composition of - 629 
Personnel of the United States in, attitude toward ' i 81 
Plans for development of, enumeration of__-_- -- 1 492 
Population of She i541, 649 
Poverty in, comparison of, with Israel 649 
Program in, possibility of 210 
Rainfall in, comparison of, with Israel 641 
tefugees absorbed in . 631 
Refugees in, number of 649 


1570°— 34 oO 
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Jordan—Continued Page 
Restrictions in 79 
Technical assistance 834 
Tension in ; - ag 5 81 
Tiberias waters, possible utilization of, by - - malas ; 644 
Type of aid to cae end 493 
United Nations contribution to budget of, extent ‘of... ote ; 627 
United Nations funds for development in, amount of___- Ai tid 644 
United Nations invitation to, rejection of aa a Shas 332, 633 
United Nations TVA plan for the, reference to_ -- a i ae 492 
Water development problem in, explanation of _- i 82 
Waters of, status of plans for_- - - - AE : ka? 492 
Wheat shipments to----- oe dinien ats i aie ce 81 

Jordan River: 

Administration support of | roposals for- a 637 
Allocation of waters of, progress in = 612 
Arab diversion of, possibility of - 643 
Division of waters of, represe ntations to Israel concerning 634 
International ; dint : a 642 
International control of, necessity for ; 645 
Israeli diversion of, plans and activities for - ~~ -- aah PSSA 643 
Location of 640 
Pamphlet on unified deve lopme nt of water resources of, reference 639 
Refugees in, possible settiement of, estimated number of ane 640 
Jordan River Valley Basin Group, reference to------- he 233 
Jordan Vailey (see also Musa Alami): 
Arab Development Society in__- ; a . 649, 650 
Development in: 
Delay in, explanation of_. _- : 653 
Re — on investment in_ - . onea : 648 
U. promotion of ‘ nntiennd 650 
Deve iii of, absorption of refugees in _ - -- : 649 
Finaneing of project in, problems involved in _ - niverahe 640 
Irrigation of: 
Cost of ss ta . panels 648 
Explanation of project a ; ’ L 640 
Land in, distribution of a ahs neie 4 vatiice waldne ; 649 
Land of, grant of, to Musa Alami_- - : Fa eee 349, 651 
Plan of unified development of, map of_-_- 40 
Tennessee Valley Authority study of proposed project for, suggestions 
in a cctees 640 
Judd, Hon. Walter H. ‘(see also ‘Special Study Mission to Southeast Asia 
and the Pacific), bill of, concerning agricultural commodities, considera- 
tion of__- - ethic cen ab ead ....-..-. 856, 858, 859 
Judiciary Committee: 
Jurisdiction of, over emigration. -_-__-_- . 896, 897, 899, 911, 912 
Report of, quotation from, concerning unified policy and ‘administra- 
tion for escapees, refugees and overpopulation __- 911 
Jurisdiction: 
Question of: 
Concerning emigration legislation 396, 897, 89S , 912 
Concerning surplus agricultural commodities 76, 177 

Jute, assistance for, rejection of, in India_ -_-_- aces a 558 

Jute imports from Cuba, reduction in ; ; 521 

Jute production in India, status of. ------- a6 521 


K 

Kashmir: 

Effect of military assistance to Pakistan on 

Indian Army in, approvas of use of, by Gandhi 

Moslem predominance in _ -- 

Moslem religion in, preponderance of _- 

Problem of, reference to ; ai 

U. N. negotiations of controversy over, status of _ _ 
Kennedy, Miles D., director, national legislative commission, the American 

Legion, statement of, May 20, 1954__---_- 

Kenya, Africa, offer of land in, to Zionists, rejection of 
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Kersten amendment (see also Escapees 


Amount and source of funds for, fiseal year 1955 s.«. O82: OM. 


Effectiveness of 
Escapee program established by: 
Explanation of, by Laurence Dawson, Chief, Escapee Program 
Division, FOA 
Statement for the record concerning, submitted by Laurence Daw- 
son, Chief, Escapee Program Division, FOA ; 924, 
Implementation of provisions of: 


Concerning formation of persons into elements of NATO military 
forces 


Concerning “‘persons who are residing in,”’ lack of _ 919, 


telationship of, to 5. 1766, discussion concerning 
Responsibility for aa : : 
Key, David Mck., letter of, to Hon. Harold E. Stassen, June 1, 1954, 
eoncerning U. N. Refugee Emergency Fund ‘ 

Key, Hon. David McKendree; Assistant Secretary for United Nations 
Affairs, Department of State, statement of, May 19, 1954 J x 
Kibya incident, reference to_ 481, 634 

Know-how, percent of technical assistance program for 
Knowland, Hon. William F., United States Senator: 
Congressional Record insertion of: 
On Mato Tse-Tung’s World Revolution, March 18, 1954_- 


916, 


Page 
925 


730 
921 
925 
920 
920 


896 
897 


1021 


787 


, 635 


551 


974 


On Mao Tse-Tung’s World Revolution, reference to_. —- 968, 972 


Entitled ‘‘An Outline of Mao Tse-Tung’s Memorandum on New 
Program for World Revolution,” extract of -- .. 970 
Kohler, B. M., letter of, to Hon. Marguerite Stitt Church, Member of 


97 


Congress (Illinois), opposing action in Indochina, May 17, 1954____. 994, 995 


Korea: 
Communist proposals for peace in 
Communist strategy in 
Demilitarized zone in, effect of, on India 


Elections in, proposals for, discussion concerning 
Foreign policy objectives in, explanation of 


Indian attitude in_ 
President’s speech on, considered a bluff 
Repatriation of prisoners in, divergent views of India on, reference to 
Significance of, to the Communists, explanation of-_- 
Situation in, discussion of 
Troops in, withdrawal of, proposals for 
Unification of, possibility of 
Unification of, proposals for, discussion concerning 
War in, nature of 
Yugoslavia action on 
Korea, North: 
Communist buildup in 
Supervisory commission in < 
Korea, Republic of (see also Civilian relief in Korea; United Nations 
Korean Reconstruction Agency): 
Accomplishments of programs in ; 439, 443, 
Activities in: 
Administration of, explanation of-._ - 465, 
Division of ‘ ; ; 
Agricultural commodities for, amount of — ; 166, 
Agricultural economy of 
Ammunition production affeeted by armistice in 


Amount and breakdown of 1954 program for_- itis aren 436, 


Amount and nature of program for fiscal year 1955 
Amount of program for, comparison of, 1954 and 1955 
Appropriation for, in 1953, amount of 

Appropriation requested for, amount and breakdown of 
Armed Forces assistance program for, administration of - 

Amount and source of, allocation for_-_- 

Amount of allocation for, fiscal year 1954 ‘ ; 
Armistice agreement in, limitation on force buildup by Sie ack . 453, 
Army in, size of __-- wiarpicdiead me : 

Army of, effectiveness of a oh : _.. 200, 451, 


449 


466 
466 
168 
250 
307 
137 
250 
442 

33 
439 
466 
138 
161 
454 
yo 


452 
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Korea, Republic of—Continued Page 
Assumption of responsibility by, possibility of 453 
Budget of: 

Extent of contribution to 455 
For 1955, percent of, for military expenses ; i. 454 
Carryover of funds for: 
Effect of _- beets 457 
Necessity of . 454 
Cereal exports to, reduction of - at 201 
Collective programs for relief of, limitations of _ - . 450, 451 
Colombian frigate s in, reference to- Z 930 
Commitment of funds for, subject to congr ressional act jon _ 
Commitment to defend, explanation of boud Gig 
‘ommitments to, extent of ous Oe 456, 458, 459 
‘omparison of U.N. action in, with Indochina_____. ...-- 987-988 
‘onditions in, firsthand observations of, comparison of, with Formosa. 443 
‘onsumer goods program in, comparison of, with program in Pakistan - 577 
Contracts with universities for assistance to Seoul National University 
in 
Contribution of, to overall budget, extent of ____- 
Contributions to programs in. (See UNKRA, contributions to.) 
Coordination of programs in_- ge J 450, 464-466 
Cost of war in___- 
Defense support of, effect of 
Deliveries in, lag in, effect of_- 
Dependency of, on Japan 
Direct forces support for 
Divisions in: 
Limitation on, by armistice agreement 
Number and support of ‘ 5 ou 
Duplication of activities in, study of, reference to 
Economic aid to: 
Amount of au : ates ui’ .... 261, 262, 449 
Justification of é da 8a lge3. 521 
Mention of : . eid aoa , 258 
Purpose of__- Sea pe 2 453 
Reason for - » 453 
Relationship of, to defense support. Sich ta. 
Status of expenditt ires by funding source, fiscal year 1947-55, 
tables on 
Status of ob ligations by funding source, tables on 
Economic conditions in, explanation of __- 
Economie Coordinator in: 
Duties of program officer in : , .. 465, 466 
Procedures of ‘ » 6 od oe 433 
Provision for : 453 
Staff of __- , ‘ aa a ‘ 
Economie objectives in . 433 
Economic requirements of, det ermination of by Mr. Tasca 7) ore 453 
Economy of oui 250, 260 
Emergency food relief for, amount of 437 
Estimate of program for, explanation of method of determination 
of p dis ee ..... 441, 442, 444 
Example of successful stoppage of Communist -_---- ide dwadween 5 
Example of United Nations action si ‘% 15 
Expenditures for economic assistance to, status of, fiscal years 1947- 55, 
tables on_ -- 463 
Expenditures of United States soldiers in, ~ comparison of effect of, 
with Japan ides 457, 458 
Food shortage in, consideration of - iele 199-201 
Forces of, military potential of 962 
Foreign exchange in, amount of 437 
Activities of __- , i : 438, 439, 466 
Administration of - er zui3 Ssgiite 465, 466 
Amount and source of___- Sind ai adh - 464 
Amount obligated for - : ; edie dees 461 
Amount of___- pradtG dnd ... 485, 437 
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Korea, Republic of—Continued 
Foreign exchange in, amount of—Continued 
Appropriation requested for 
Categories of 
Definition of obligation by- 
Expenditures for, amount of - - 
Impact of 
Justification of_- 
Lag in investment phases : of, extent and explanation of 
Obligation of funds for, amount of - - 
EGIGNNOE Wii candad cand «teouee 
Geneva Conference, discussion of impact of, 
Gross national product of, definition of 
Percentage of, for defense expenditures 
Impact of programs in- - -- 
Indian officers in, reference to. . 
Indian troops in, number of_..._-- 
Inflation in --- 
Checking of_ ‘ aa 
Denger of wekuhiias arcincka : .. 442, 
Effect of, on dollar returns 
Investment fund for, decrease in ‘ 
Investment pees of FOA component of program for, lag in, extent 
and explenation of 
Investment progre. m for, decrease in__- 
Investment projects in, encouragement of 
Justification of program for___-_---- 
Loan of equipment to, mention of 
Mever mission to, reference to 
Military assistance to: 
Defense Department funds for waiia 
telationship of, to economic assistance 
Source and type of 
Military expenditures of, percentage of __ 
Mutwal defense assistance to 


Type of - we 
Mutual security progr: ram, 1955, for, mention of 
Narcotie sales in 

Problem of beste 459 


Social Hygiene Association re port on__- 459 
National Assembly of, number of seats and candidates for 446 
Objectives in__- ; ; 247, 450, 451, 452, 453 

Long-renge nature ae ; ee, 435 

Statement of___- Se ans 2 ise 445 
Obligation of funds for, amount of__- e _.. 259, 437 

Anticipation of__- — By ous ; 457 

Definition of ‘ ; 463, 464 

Economic assistance fiscal year 1947-55, tables on 462 

Explanation of fousnenlt on ‘ 460 

Timelag after, necessity of carryovers by reason of F 454 
Organization in, lack of____- ; 200, 201 
Personnel for programs in: 

Discussion of ____-_- fi _. 467, 468 

Table on_ \ nisi bad } Hii 169 
Political parties in___- 447 
Presidential promise of aid to, re que st for confirmation or denial of 455, 

456, 458, 459 
Problems in, enumeration of -_ _- i : ba we 435 
Progre.n for: 

Administration of 

Components of 

Consideration of new title for- 

Operation of 

Presentation of 
Programing for, distinction between obligation and_ 

Progress in use of funds for d 
Rehabilitation program in, joint statement of Hon. John Foster Dulles 
and President Syngman Rhee, quotation from 





Korea, Republic of-—Continued Page 
Reimbursable military assistance to, reference to first extension of _- 932 
Relationship of, to Japan nine wba tS <a deci tins Mal 247 
Relief and rehabilitation program for 28, 31, 250 

Amount available for expenditures for : 148 
Amount of... __-- Joan ‘ 431 
Components of 31 
Coordination of 34, 436 
Estimate of, explanation of method of determination of _- 2, 444 
Expenditures July 1, 1953, to January 31, 1954, for 148 
Unexpended balance of, estimate of : 148 
telief of: 
Decreased requirement for : 442 
Justification for United States program of ‘ , 450 
tepatriation in, Communist objectives concerning, reference to 916 
Rice crop in, size of 
Shipments to, lag in, effect of 45 
Spare parts distribution in, example of problem ; ._ 753, 754 
State Department discussions with Subcommittee on the Far Mast on $59 
Strengthening of, United States objective . 433, 434, 435 
Students of, carryover of unexpended balances for ‘ ..--. 1036, 1037 
Surplus agricultural commodities, possibility of distribution of, in 877 
Three-way trade program in, consideration of i 201 
Training program in, explanation of . 254, 451, 452 
Transfer of funds to, amount and nature of ‘ wa 1108 
Transfer of funds to, possibility of 159 
Troops of, status of 451, 452 
Truce in, amount of assistance promised for } 450, 45 
U. N. authority in, statement of the Secretary of State on 13 
United States forces in, number of, comparison of, with Japan 45 
U. S. Government expenditures in, comparison of effect of, with 
Japan , 158 
Utilization of funds for. discussion concerning = 161 

Korean armistice, violation of, by Communists in North Korea rae, 11 

Korean Civil Assistance Command: 

Activities of, extent of 466 
Personnel of, explanation of 167, 468 
Table on : . : ood 469 
Reference to 165 

Kyes, Roger, former Assistant Secretary of Defense, efforts of, to deter- 

mine delays in deliveries, reference to 960 


Labor pool: 
In Europe, reference to 668, 669 
In Venezuela: Mention of i 388 
Labor, United States, competition of, with slave labor ‘ 49, 50 
Land costs for NATO training facilities, host country contribution of _ _ 773 
Land for infrastructure, acquisition of, prohibition against expenditure of 
funds for, proposal of 
Land strength, relative importance of . 
Land-training facilities for NATO (see also Training facilities for NATO): 
Contribution by host country of land and utilities to 
Infrastructure program for, amount of ‘ 
Language training for migrants, service of Intergovernmental Committee 
for European Migration 
Laniel government. (See France 
Laos (see also Associated States of Indochina; France; Indoehina; Navarre 
plan): 
Aid to, through France, reference to iba when indeed 
Aggression in, should be brought to attention of U. N., assertion con- 
cerning __ 
Agreement between France and: 
Effect of 
Recognizing independence of Laos - 
Communist threat to 
Diplomatic Convention of France and, text of 





Laos—Continued 
Economic assistance to 
FOA subchief for, location of 
Independence of, possibility of_ __ 6, 7, 11, 12, 251, 265, 266, 
Judicial Convention of France and, text of 
King of, address by, at signing of Franco-Laotian Treaty, text of 
Nature of invasion in_-_ -- ey f 
Settlement convention of France and, text of ‘ 
Treaty of Amity and Association between the French Republic and the 
Kingdom of, text of : , 283, : 
Larkin, Lt. Gen, Thomas B. (USA ret.): 
Responsibility of, for facilities assistance program 
Study of offshore procurement in Europe by, reference to 
Latin America (see also American Republics; Pan American): 
Agriculture in, emphasis on 
Air missions in, existence of 
Air program for : 
Amount of program in 1954 for . 
Breakdown of request for, fiscal year 1955 
Canadian investments in, increase in 
Competition for investments in, nature of- 
Competition for investments in, unfairness of 
Competition in: 
For sales of military equipment, discussion of 
Statement on-_ 
Contributions of: 
To technical assistance programs: 

Chart on ; : 

Extent of . 375, 377 
Contributions of the host country to programs in, amount of é 421 
Contributions of the host country to technical assistance projects in, 

increase in, reference to chart on 1) 1 
Contributions of United States to, amount of : 121 
Cooperation of United States Embassies and FOA missions in, extent 

ace 108, 409 
Counterpart in (see Bolivia, counterpart funds in 
Defense costs of, contributions to - ese 381 
Development assistance for: 

Amount and nature of___------ eat 366, 369, 374, 379 
Emphasis on 33 
Mention of-_- 29 
Purpose of 367-369, 371, 372 
Development of, limiting factors to: 
Chart on-_ a 
Chart, explanation of 
Development of self-sufficient combat units in Latin America, recom- 

mendations of Col. Walter E. Sewell for 385, 
Economie aid to 
Economic development in: 

teference to- 
Nature of possible assistance for 
Education program in: 
Fiscal year 1954, amount of 
Request for, fiscal vear 1955, amount of 
Education programs of U. N. in, statement of amounts of, 1953-55 
Electric power in, extent of, comparison of, with United States 
Equipment purchased from the United States by 
Expenditures for military assistance in 
Export-Import Bank activity in 
Exports to: 
Extent of 
Possible extent of, compared to Canada- 
Food program in: 
Extent of 
Financing of- 
Forces of, size of 
Goodwill in, generation of, in_ 
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Latin America—Continued Page 
Gross national product in, comrarison of, with United States_ _ - 374 
Guaranty program in, potentialities of. - - eoranwoachannnat SOMeROGS 
Health projects in, transfer of, to host countries_..............--. 397, 398 
Imports from, extent of aie 371 
Imports of, from Germany and the United States, table on- $27 
Import trade of selected countries in, percentage share of, table on : 
Investments in: 

Comparison of Canadian and United States statement on____ 415, 
Extent of United States private 
Italian emigration to, stoppage of____ Sis 
Lifespan in, comparison of, with United States - - 
Literacy in: 
Com parison of, with United States__- 
Devel lop nent of, by military 
Living standards in : 
Military assistance programs for: 
Amount of, in toto and by category through 1954 
Basis for ; ates a 
Explanation of size of, in comparison to E urope 
Fiscal year 1955, amount of, in toto and by category 
Military assistance to: 
Comparison of, with other areas__- 
Distinction between, and military missions 
Evaluation of 
Nature of programs inc cluded in 
Purpose of 
Total amount of 
Military cooperation with, e xtent of 
Military items purchased in United States by, amount of_- 
Military missions in: 
Compensation of : . 393, 
Statement and tables for the record on_---- 1136-1137 
Military training programs in, nature of, explanation of - -- 387 
Mutua! defense assistance program for: 
Amount of ; ‘ 366, 370 
Purpose of___-__- : ; 381 
Summary of : 370 
Naval program for, nature of : 383 
Number of repub lies of, to receive technical assistance 374 
Objectives of program for, fiscal year 1955-_-- - - - 371 
Organization of American States included in program for 47 
Overseas private investment in, comparison of terms for 421 
Pay scale of servicemen in, table of___- 155 
Personnel in, increase in_____- 419 
Pharmaceutical pure hases in, of United States products, chart on. Facing 377 
Explanation of _ - ahi 378 
Presentation of program on_--- 381 
Private investment in: 
Encouragement of, possibility of - - -- 90, 391 
Protection of 404 
Program for 1955 for__- 5, 31 
tecord of collections from migrants in, explanation of 893 
Regional meeting in, reference to 52, 53 
Roads in, extent of, comparison of, with United States 374 
Shipments of excess equipment to, status of 382 
Shipments to, status of 38¢ 
Special food package program in 170 
Strategic importance of 2, , 382 
Technical assistance contracts for, number and types of 379 
Technical assistance in: 
Amount and purpose of contribution to_._. 366, 368, 369, 371, 372, 374 
Amount of, justification for increase in 369 
Emphasis in, nature of 378 
Assumption of, by host countries 95, , 420, 421 
Explanation of procedures for_--_------ 375 
Increase in, reason for ; 400, 401 
409, 410 
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Latin America—Continued 
Technical assistance in—Continued 
Preference for multilateral programs of 
Public knowledge of, extent of 
Reference to. -- ; 
Request for views of mission directors on popularity of multi- 
lateral 
Technical assistance projects in: 
Chart on wink iiad bk ‘ Facing ¢ 
Transfer of, to host countries, statement on 398— 
Totalitarian attitude toward 7 . 389, 3° 
Trainees in United States from, number of_- 
Training program in: 
Funds for, use of _ __- he siete Rimes ba Soaee & 
Procedure in we ; 382, 3 
Training projects in, establishme nt of. 
Undistributed by country, items for-- bite 
United Nations Educational, Scientific, and Cultural Organization 
program in, lack of 
UNICEF aid to, type of 
UNICFF contributions to 
Lead time (see also Deliveries): 
Average 
For technicians 
Delay in telecommunications program for NATO due to 
Effect of, on deliveries in Europe 
Explanation of, on technical assistance 
In items for Spain, effect of, on program 
Length of, for jet air forces. 
Military, length of Ses : 3s 
On aircraft : : ‘ ci bias 992 
On deliveries to France, extent of- Lara ‘ 748 
On offshore procureme nt, explanation eel Cee we 
Period required for : : a gies ieee 
Lebanon: 
Absorption of refugees in se ee 631 
Agricultural commodities program for, lack of____----- ‘ 194 
Development projects for, amount acd odds bncwnds tute 233 
Paerted MOverninens 1.6 os. cc nwcdthadd baew cds 629 
Flexibility of program for, necessity of ; 233 
Litani River development in, possibility of... -_- a 645 
Litani River project in, status of - - 7 ) 653 
Program in, possibility of 210 
Refugees in, status of 648 
Technical assistance to, description of completed project of 834 
Legislative Reorganization Act, jurisdiction of committee under . 178 
Legislature. (See Congress.) 
Leipzig, uprising in, explanation of 730 
Lenin, quotation from 87 
Liaison, meaning of word, discussion of , 900 
Libya, agricultural commodities program in 172 
Licensing for production of spare parts, necessity of 751 
Lima, meeting of directors of technical assistance programs in_--- - - - -- 53 
Lippmann, Walter, quotation from, concerning effect of atomic weapons on 
concept of collective security 24 
Litani River, Lebanese development of: 
Delay in, explanation of 653 
Possibility of ._--- - 645 
Literacy in the Near East 628 
Literacy, military facilities for developing .. 385-387 
Little Co., Arthur D., study by, of investment and industrial development 
possibilities in Egypt, reference to__--.____- . 596-598 
Lloyd, Glen A., Deputy to the Director, Foreign Operations Administra- 
tion, statement of: 
Apr. 9, 1954 127 
Apr. 29, 1954 ; : 430 
BO la, AE itten een 0 =~ « : ieee 5 angina es 470 
May 4, 1954 : ac weaee 507 


392, 401, 





Lloyd, Glen A.—Continued 
May 5, 1954 . a 
May 10, 1954 
May 25, 1954 
May 27, 1954 
June 8, 1954___ Siete tha bask id a ib 
Loan basis for development assistance to Iran, desirability o 
Loan of equipment to Japan and Korea, mention of 
Loans of ships, explanation of _ A ae 
Loans: 
Amount of “ 
Bankable loans distinguished from- 
Conditions to, desirability of — 
kffect of proximity to Soviet Union on e eligibility for 
Foreign policy concerning, enunciated by the President, reference to 
Obligation to repay, desirability to create rae 
Policy of, Siolignal Advisory Council action on, necessity for 
Repayment of: 
Amount of naan ‘ 
Possibilit y of, with strategic materials 
With strategic materials, possibility of 
Statement for the record on, of the Export-Import Bank - 
Type of assistance to unde rde »veloped countries, policy concerning --- 
494, 551, 552 
Loans and credits to Arab States, amount of pede oULEL > J 652 
Loans to Berlin, policy of, success of___-_-- pense ees 727 
Loats to lreland, amount of ‘ in 131 ’ 134 
Lodge, Hon. Henry Cabot, United States Ambassador to the United 
Nations, statement of, as read by Mr. David McK. Key, Assistant 
Secretary for United Nations Affairs, May 19, 1954 L e500 789-7 
London conferences on East-West trade, reference to 
London Economist, comment on East-West trade by 
Long haul concept of NATO sndeaca dae 
Long pull concept: 
On technical assistance = 
Presentation of ; . 
Long-range concept of foreign aid, exam nple of, in E gypt_- os J 
Long-range concept of water development projects in the Near East_ 643, 645, 646 
Long-term concept of technical assistance: 
Congressional decision on Bt 4 365 
i:xplanation of - ~~~ snared 2 i ‘ 365 
Long-term effort in Europe, necessity for __- 
Long-term objectives in military program 
Long-term program, advantage of, in recruitment of personnel 
Long-term program for Arab States, necessity of 
Long-term program for technical assistance 
Long-term program in Pakistan, necessity of-_- -- 
Luxembourg: 
EKeonomic assistance to___------ 
Military Assistance Advisory Groups in_ 
Mutual defense assistance to, amount of, reference to 
Ratification of European Defense Community by 
Ly Chen-Hou, Chinese Communist general, reference to 
Lynn, John C., legislative director, American Farm Bureau Federation, 
statement of, May 20, 1954- silts — _.. 849-860 
Lyon, Cecil B., Director, Office of German Affairs, "Department of State, 
statement of, May 14, 1954 . ac 728 


MacArthur, Gen. Douglas: 
Protest of, against fleet at Formosa, reference to 263 
Reference to discharge of - 14 
Machinery in program for Israel, amount of 494 
Magnetic signature, definition of 309 
Magruder, Maj. Gen. Carter, study of offshore procurement-in-Kurope by, 
reference to 307-308 
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Magsaysay, President: 
Attitude of, toward Pacifie Pact 
Philippine leadership by, reference to 
Maintenance costs of service personnel of the United States, table on 
Majlis, parliamentary elections to, mention of 
Representative nature of, mention of 
Malaria eontrol, demonstration program for, success of 
UNICEF program of, deseription of 
falaria program in Iran, success of 
Malava, Communist threat to 
Troops to, refusal to permit transportation across India, reference 
Malta, UNICEF program in, continuation of, by recipient country 
Manila Conference, reference to 
Manpower in India, utilization of 
Mao Tse-Tung’s World Revolution: 
Extract of Congressional Record on 970 
Extract of Congressional Record on, authenticity of 972 
Letter of Hon. John Foster Dulles to Hon. William F. Knowland 
concerning, Mareh 18, 1954 
Map illustrating 
Mao Tse-tung, reference to 
\Vlaris, Maj Gen Ward H . direetor of Army’s rese arch and develo} ment 
proeram 301, ¢ 
Maritime. (See American maritime unions. 
Markets, agricultural commodities program effect on_ 165, 175, 178, 184, 187, 
Varquat, Maj. Gen. W. F., Chief, Office of Civil Affairs and Military Di- 
vision, Department of Defense, statement of, April 30, 1954 152 
Marsh, Henry, responsibility of, for facilities assistance program in Europe 299 
Marshall, Gen. George C., attitude of, toward Asia, reference to 232, 236, 237 
Marshall plan, defense support assistance follow-through of 1] 
Reference to 21 
Materiel, amount of request for 114 
Materiel programs for the Near East, Africa, and 5 h ia, chart on 
comparison of 216 
Explanation of 217, 218 
Maxwell Field, training activities at 148 
McDaniel, Bruce, country director, in Israel, mention of 656 
MeGuire, Father Frederick, National Catholic Rural Life Conference, 
statement of, June 7, 1954 1055-1058 
M-day, aircraft available on, development of 741 
Mears, John 8., administrative assistant, national economic commission, the 
American Legion, statement of, May 20, 1954 860 
Meat: 
European market for, lack of - pia ei ai 319 
In agricultural commodities program, amount of - 181 
Mechanization of farms, importance of, to industrialization §23, 524 
Mein Kampf, reference to authenticity of ; 974 
Menon, Mrs. Lakshmi, activities of, at the U. N., i one 532 
Purpose of___ 532 
Merchant, Livingston T., Assistant Secre tary of State for E uropean Affairs, 
Department of State, statement of, on 8, 1954 87 
April 9, 1954___-_- 128 
May 12, 1954_ -_- 659 
Merchant marine. (See American Merchant Marine Institute.) 
Metal components, European production capacity for 298, 299, 319, 320, 326, 
Metalworking capabilities of Europe, extent of 
Mexico, eligibility of, for reimbursable military assistance, determina- 
tion of 
Military assistance to, possibility of_. 
Program for 
Technical assistance to, description of completed ‘project of 
Meyer mission to Korea, reference to 
Mica, India chief source of____- 
Middle East. (See also Near East.) 
Amount of assistance to, fiscal years 
Attitude of, toward East and West 
Deliveries to, lag in 





Middle East—Continued Page 
Increased emphasis on_ 207 
Military assistance for, fiscal year 1954, amount of 559 
Military assistance program in the 213 
Mutual defense assistance for, amount of 94 
Mutual security concept in 4 
Oil from, for NATO, availability of, consideration of .- i 785 
Religious significance of skits 213 
Statement of Hon. Abraham J. Multer, “Member of Congress (New 

York), concerning aid to__- ee oe 1075-1081 
Strategic importance of 
UNICEF aid to, type of 
Migrants (see also S. 1766; Inte ‘rgovernmental “Committee for E uropean 
Migration): 
Cost of movement of, financing of, explanation of _891, 892, 893, 894, 895, 898 
Language training for, service of Intergovernmental Committee for 
European Migration - - - ; 894 
Movement of: 
Channels in United States for payment of cost of-_--- 
Comparative summary of, table on re 
In Europe, extent of md ..- 892, , 893, 894, 897, 902 
January 1 to April 30, 1954, table on______-. P 910 
To United States, extent of__-_- ...-. 892, 897 
Placement of, assistance for, by “Intergovernme ntal Committee for 
European Migration - 893, 894 
Reimbursement of cost of movement of 892, 893, 894, 895, 898 
Reuniting families of, activities of Intergovernmental Committee for 
European Migration in 
Unification of policy and administratioa for escapees, refugees and, 
consideration of _ __- \ 911 
Vocational training of, explanation of _- 893, 894 
Migration Committee. (See Intergovernme ntal Committee for E uropean 
Migration.) 
Military aid (see also Equipment; Excess equipment; Military defense 
assistance; Military equipment; Reimbursable military assistance): 
Agreements with Central America for, lack of 
Assumption of cost of, by recipient countries, analysis of possibility 
of, consideration of _ - , 667, 668 
Attitude of India and Far East toward____ 509, 531 
Background of —_ 92 
Basis of programs for 
Basis of, proposed changes in, explanation of 
Degree of importance _ - - 40 
Direct approach to _ 56, 57, 179, 180, 185, 186, 191, 200, 292, 983, 984 
Distinction between programs for and military missions in Latin 
America 
Far Eastern attitude toward _ _-_ 
Fiscal year 1955, reduction in, explanation of 
Grant, curtailment of, desirability of_ 
Indian attitude toward 
Long term objectives of programs for 296 
Management of, study of, consideration of_. 664, 665, 666, 667, 668, 681, 682 
Nehru’s attitude toward 531 
Nicaraguan eligibility for, discussion concerning ( 
Percentage of program ... 35, 37, 38, 41 
Plan for financing and accounting of funds for, correspondence of 
Hon. Rowland Hughes, Director of the Bureau of the Budget con- 
cerning 1133-1136 
Recommendations of American Farm Bureau Federation concerning - 854 
Reduction in, statement in behalf of, by James Finucane, associate 
secretary of National Council for Prevention of War 886-890 
Rel ationship between munitions control and progracn for, discussion 
concerning 933, 934, 939 
Relationship of economic a 4 
Screening process for, to NATO countries: 
C mart of. 





Military aid—Continued 
Study of, by Operations Research Organization: 


Page 
Classification of, reason for _- 


a - 677 
Consideration of 664, 665, 666, 667, 668, 681, 682 
Nations covered by, number of. 
Summery of programs and progress of: 
Chart of é 
Explanation of 
To Argentina, lack of 
To Bolivia, lack of 
To Brazil, reference to 
To Chile, reference to 
To Colombia, reference to 
To Cuba, reference to 
To Dominican Republic, reference to 
To Ecuador, reference to 
To Egypt, lack of 
To Europe: 
Direction of 
Fiscal year 1954: 
Limitation on nature of, discussion concerning... 719, 720, 
Reduction in, amendment of Hon. James G. Fulton propos-— 
ing, discussion of . / 719, 
To Far East: 
Funds appropriated for, lack of use of_- 
Transfer of funds to, possibility of 
To Far East and Pacific, amount of program for ; 
To Far East and Pacific, value of, chargeable to appro )priations, table 
on. 
To France, program for ; 
To Great Britain, conflict in policies concerning 
To Guatemala, lack of _ _- 
To India, nature of 
To India, possibility of 
To Indochina, program for 


To Iraq, correspondence between Hon. Jacob K. Javits and the De- 


partment of State, reference to__-_-- 622-623 
To Israel, lack of ‘ths ae c 610 
To Japan, anticipation of__....._-_- : i ‘ 254 
To Korea, source of___- i ecartped ; . 441, 452 
To Latin America: 

Amount of, in toto and by category __- 382 
Comparison of, with other areas , 381 
Countries participating in ‘ 381 
Explanation of size of, in comparison to Europe . 383 
Evaluation of __- ‘ 381 
Expenditures for : 394 
Visecal year 1955, amount of, in toto and by category ; 382 
Nature of programs included in 392, 393 
Total amount of_- sey ry 381 
To Mexico, possibility of _ _ ~~~ ; . 394 
To Middle Kast: 
Fiscal year 1954, amount of__- ‘ e u ; ; 559 
Presentation of cP i LZ Petus. bee j 213 
To Near East: 
Effect of Pakistan-Turkey defense arrangement on_ - .... 586, 589 
South Asia and Africa, funds for . 223, 224 
South Asia and Africa, table on value of ____- ’ = 214 
Explanation of-_-_- ~~~ -- re 7, 219 
lo NATO: 
Screening process for, chart of___------ 97 
Explanation of-__--- 7 be 104, 108 
To Nicaragua, agreement for ; wi 391, 392 
To Pakistan Wis WOE a “ 43 
Arrangements for. ; 223, 224 
Fiscal year 1954, financing of = rn sa 559, 560 
Fiscal year 1955, lack of.......-..--- ‘ 559 
Indian attitude toward_-----_- 7 555 





Military aid—Continued 
To Panama, lack of 
To Paraguay, lack of 
To Peru, reference to 
To Spain 
Commitment on, fulfillment of, possibility of —- 
Expenditures for, estimate of 
To Turkey: 
Comparative need for 
Iranian attitude toward 
To Uruguay, reference to 
To Venezuela, lack of 
To Western Europe, amount of 
To Yugoslavia, nature of 
Value of programs, consideration of 
Military Assistance Advisory Group 
Belgium, reference to 
France, statement on 
Indochina, increase in 
Tran 
Responsibilities of 
Results of 
Latin America, reference to 
Locations of 
Chart of 
Chart of, explanation of 
Luxembourg, number of 
Pacific, reference to 
Report of Chief of, on Iran 
Spain 
Program activities of 
tesponsibility of 
United Kingdom, size of 
Wartime activities of 
Military Assistance, Organization for: 
Chart of 
Chart of, explanation of 
Military budget: 
Basis of 
United States 
Estimates of <a 
Kuropean defensive strength, increase in, reflected in 
European defensive strength reflected in F . 296, 
Reduction in estimates for nae 
Military cooperation, resolution adopted on, at fourth meeting of Con- 
sultation of the Ministers of Foreign Affairs, Caracas, reference to 
Military defense assistance: 
Charts on 112, 
Explanation of 114 
Military equipment (see also Equipment; Exeess equipment; Military aid; 
Reimbursable military assistance): 
Competition between commercial firms and Government agencies in 
sales of, consideration of 933, 934, 
Competition for sales of, liberalization of payment provisions to meet, 
explanation of effect of 937, 
Cost of, analysis of, consideration of 
Delay in delivery of: 
Compensating factor for 
Reason for 
Delivery and allocation of 
Inclusion of, in mutual defense assistance 
Limitation on delivery of, fiscal year 1954, discussion concerning 
Obsolescence of, when delivered 
Production of, by NATO, amount of 
Purchases of, type and volume of, under reimbursable military assist- 
ance provisions 929, 


’ 


935 


938 
668 


685 
685 

98 

28 
720 
684 
669 


930 





Military equipment—Continued 
Sales of: 
On barter basis, proposal of by 
Under reimbursable military assistance provisions. (See Reim- 
imbursable military assistance 
Shipments of, to Europe, amount of 
Military equipment for Europe, amount of, proposed 
Military equipment for Europe and NATO, amount of 
Military equipment for Far East and Pacific, amount of On 
Military equipment for United Kingdom, souce and amount of funds for, 
fiscal year 1954 737 
Military missions: 
Compensation to, from country in which located 393, 394 
Distinction between, and military assistance programs in Latin Amer- 
ica 393, 394 
Personnel of, use of, in technical assistance programs 360, 
‘ 361, 384, 385, 386, 387 
Military missions in Guatemala 390 
Military missions in Latin America, statement and tables for the record 
on 1136, 1137 
Military policy for offshore procurement, Floating D-day, explanation of 31] 
Military policy toward Far East 247 
Military potential in the Far East, consideration of 962 
Military program: 
Cost of, related to new strategy { 
Extent of 164 
Necessity for 92 
Military survey teams, use of 230 
Military training: 
Coordination of, with technical assistance training programs 360, 
362, 384, 385, 386, 387 
Iran, program of, nonmilitary effect of 197 
Milk, price of, in world market 184 
Milk programs in Latin America, extent of $11 
Miller, Dr. Raymond W., visiting lecturer at the Harvard Graduate School 
of Business Administration, statement of, June 7, 1954 _.. 1050-1055 
Minesweepers: 
Coastal, standard United States product 310 
Inshore, offshore procurement of, in Europe 310 
Minnesota, University of, contract with, for assistance to Seoul National 
University : 139 
Minoo Masani, quotation from article of, praising anticommunism of 
Nehru 513 
Missionary activities in India, objections to 525, 526 
Mobilization in France, plans for 750 
Monnet, Jean, chief negotiator for Coal and Steel Community, mention of 659 
Monroe Doctrine, legislative pronouncement of, reference to -_ - abd 979 
Morale, problem of, in Indochina 18, 20 
Morocco: 
Statement and exhibits concerning, by Robert Emmet Rodes_ 1169-1185 
Trade in, explanation of situation for 234, 235, 236 
UNICEF program in, continuation of, by recipient country 838 
Moslems: 
In Kashmir, preponderance of._- ae , ws 512, 527 
In Pakistan, number of ; 526 
To Pakistan, migration of, status and extent lean : 526 
Mossadegh government: 
Effect of technical assistance program in Iran on... , 499, 500 
Reference to__- , » hited 209 
Motion pictures on inte rnational programs, desirabilit, y ‘of showi ing. be 847 
Moyer, Raymond T., Regional Director, Office of Far Eastern Operations, 
Foreign Operations Administration: 
Statement of: 
April 14, 1954 
April 28, 1954 
April 29, 1954 
April 30, 1954 
May 27, 1954 
June 8, 1954-__- 
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Multer, Hon. Abraham J., Member of Congress (New York), statement of Page 
June 8, 1954_- aninione pron ...--- 1075-1081 
Munitions Control Act , Shipment of aims under - _- ; 
Munitions control, relationship between military assistance programs and, 
discussion concerning 933, 934, 939 
Munitions, inclusion of, in mutual defense assistance Se 
Murphy, Mr. John E., Controller, FOA, introduction of__--- 38 
Murphy, John E., Controller, Foreign Operations Administration, state- 
ment of: 
April 8, 1954 115 
April 9, 1954 a porate wlan ; 129 
April 14, 1954___--- : ‘ ei 275 
April 28, 1954 bina wee uu : 413 
April 30, 1954 pUNDG Tui 452 
May 5, 1954 : Li - 537 
May 14, 1954____-_- 3 ibiete i t 739 
May 25, 1954 7 : 920 
May 27, 1954 
June 8, 1954_-_ 
Musa Alami (see also Arab Development Socie ty): 
Arab League approval of development project by 
Assistance by: 
To orphan refugee children_ 
To orphan refugee, children, ‘extent of 
Development activities of : 
Cost of 
In Jordan Valley a ; 649, 650 
Direct assistance to, difficulty of prov iding- : ku Awa 650 
Ford Foundation, assistance to_ ‘ ‘ 650 
Head of Arab Development Society__- - -- . b 649 
Iraqi, assistance to 650, 651 


Jordan Valley development, supported by - - - - ‘ ‘ 650 


Jordan Valley land grant to_ _- : ate sui. Uba 649, 651 
Mention of_ ph ist 646 
Muslim League, defeat of, ir in Pakistan election, reference to___- 577 
Mutual defense assistance (see also Defense support assistance; Military 
aid): 


Agreement with Spain for: 
Annex and interpretation thereof to, text of__- 
Text of wos IVE 
Agricultural commodities ‘for, amount of _. 
Amount of, requested for 19! 55 
Charts on program for. _ __- 
Charts on program for, explanation of 
Comparison of reason for and results of 
Coordination and supervision of __ 
Distinetion bet ween technical cooperation and 
Exclusion of fuel from___- “ 
Funds unprogramed for 
Initiation of 
Military assistance under, procedures for_ 
Military nature of program for 
Number of participants in program for- 
Percentage of program for 
Reduction in_ 
Reduction in, e xpl: anation of _. 
Reference to program for 
Saving in, for 1953_ 


700—702 
698-700 
166, 168 
27, 28 
94-97 
98-106 
1016 
91, 98 
219 

781 

49 

214 

617, 618 
92 
36-38 
33, 102, 103 
33 

733 

49 


Tables on obligations and expenditures of defense and other programs 


of - 
To Egy pt, ‘lack of request for 
To Far East and Pacifie: 
Comparative chart of _ _ _- 
Tables on_ 
To Formosa, mention of__-_-- 
To Greece: 
Amount of 
Mention of 


1192, 1193 





Mutual defense assistance—Continued 
To India, mention of 
To Indochina: 
Amount of 
Amount and nature of 
To Iran: 
Amount of 
Existence of 
Mention of 
To Japan: 
Explanation of 
Nature of 
To Korea: 
Mention of 
Type of 
To Latin America: 
Agreements for, countries with whom concluded 
Amount of 366, 
Summary of 
To Middle East, amount of 
To Near East, evaluation of program for 
To Near East, Africa, and South Asia: 
Chart and tables on 
Explanation of 
To Pakistan, mention of 
To Philippines, amount and nature of_ 
To Thailand, mention of 
To Turkey: 
Amount of 
Mention of 
To United Kingdom: 
Amount and purpose of - - -- 
Amount of, fiscal year 1950-54 
Effect and extent of_-- 
Fiscal year 1954, amount of_-_- 
Fiscal vear 1955, amount of 
Mutual Defense Assistance Control Act: 
Amount requested to implement , a i ‘A 
Categories of, explanation of __ 1097, 1098 
Charts on, showing various aspects of trade with Soviet bloc... 1085 1087, 
1090, 1092 
Cost of administration of___--- ; ‘ ote 1001 
Effect of war on Se : __ 1092-1095 
Israeli violation of, question Te aie as mah 639 
Personnel for, number of_............---- sal ci BR 
Reference to- , . 785 
teport of administration of, "May 17, 1954, reference to cu seedaail see 
Report on implementation of iss wits ‘2 ‘ __.. 1083-1101 
Request for. ; ; 28 
Review of policy of_--- .------ 1083, 1084 
Violators of, list of, release of, by the Preside nt, reference to... --- 639 
Mutual defense support: 
Agricultural commodities for, amount of jn itn tuna Taree 
Amount of ae : ; ae 125 
Amount of, requested for 1955 ; ; 27 
Classified as economic assistance iil ace Be 41 
Counterpart generated in Spain from, use of 39, 691, 711 
Mutual defense support for: 
Africa, amount of 
Berlin, proposed amount of 
Europe: 
Amount of 
Reduction in_--- 
Far East, amount of 29 
Formosa: 
Amount of 29 
Mention of ; 31 


> 
é 
mye 
fe 
7 
mye 
de 
me 
fe 


45700—54——81 





Mutual defense support for—Continued 


Page 


Greece, amount of_____- s 29, 208, 209 


Indochina, amount of __ 
Korea, effect of 
Near East, amount of 
North Atlantic Treaty Organization, elimination of - 
Pacific, amount of 
South Asia, amount of 
Spain: 

Amount of 


29 
453 
29 
89 
29 
29 


Amount of, fiscal year 1955__- ‘ i ae 688, 689, 711 


Amount of, per man 

Amount of, proportion to usable military effort 
Amount of, through fiscal year 1954 

Amounts and breakdown of__ 


Mention of : ; ; 53, 123, 126, 
biatecmeesee 690, 691 


Proposed use of 


694 
694 
688 
126 
127 


Turkey, amount of sie Se ain tte ee . 29, 208, 209 


Yugoslavia, mention of 
Mutual defense support: 

Percentage of program 

Reduction in, explanation of - 
Mutual development assistance for: 

Berlin, mention of 

Spain, mention of 

Yugoslavia, mention of 


, 38 
33 
123 
53 
53 


Mutual security program, name of new, consideration of 17, 47 
Mutual security program, objectives of 
Mutual special weapons. (See Weapons: Research and development.) 


N 


Naguib, Gen. Nasser, government of, establishment of, in E PeyPt, effect of, 
on technical assistance 
Nahalin, incident in, reference to 
Narcoties in Kore: 
Illegitimate trade in, extent of 
Report of Social Hygiene Association on, re ference to. 
Narcotics trade in Turkey : : ; oe 
National Association of Wheat Growers, request for an investigation by- 


Navional Council for Prevention of War, statement of James Finucane, 


associate secretary of the, May 20, 1954 
National Security Council, reference to 
Nationalism: 
Effeet of, on missionaries in India_ _- 2 ge 
In dependent overseas territories, reflection of, in program 
In Far Fast, spirit of 
In India, significance of t 
Infiltration spurred by use of 
Problem of, comparison of, in the Far East and the Near East 
Strengthening of - 5: : ae 
Nationalist forces in Southeast Asia, utilization of, by Communists - -- 
Nationally administered items in program _ _ 
NATO. (See North Atlantic Treaty Organization. ) 
Naval requirements of NATO 
Navarre plan: 
Allocation of funds for, amount of - 
Classified nature of, reference to 
Commitments under - - --- 
Endorsement of - 


196, 


197 


592 


481 


459 
459 

69 
178 


886 
19 


526 
680 
522 
519 
241 
627 
198 
248 
47 
143 
962 
85 


22 
279 


Explanation of = = : nonin Se oe 


French requirements under _ 


279 


Reference to__ wn ta 251, 498, 985 


Transfer of funds to impleme nt 
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Navy: Page 


Chart on management of, consideration of. 
Deliveries by, to NATO, percentage of ‘ v ‘ oa 
Reimbursable military assistance by, volume of purchases and deliv- 
eries of _-- = ; 
Supervision of base construction in Spain by af 
Near East (see also Jordan, Near East and Africa, Near East, South Asia, 
and Africa Middle East): 
Address on, by Hon. Henry A. Byroade, before the American Council 
for Judaism, Philadelphia, Pa___._.______- 
Afghanistan’s relationship to 7 
Agricultural commodities program for, lack of 
Aircraft sales to, by Great Britain  -_- ; 5 : i ian 
Approach to problems in_-_- a — wan 479, 
Arms agreements with states of, extent of 484, 485, 
Arms assistance to, correspondence between Hon. J. K. Javits and the 


woes _. 666, 667 
781 


929 


724 


Department of State concerning, April-May, 1954--- - uae 586, 5! 


Arms for, use of ‘ + -... 240, 
Arms shipments to, amount of i at cue ae te ee 
British influence in 625, 626, 
Cooperation between the United States and Great Britain in 191, 
Counterpart generated in 4 : ave c 
Countries composing 
Dairy products for, amount of, fiseal year 1954 
Defensive strength in, utilization of 
Development assistance to: 

Amount of program for-- 

emphasis on 

Mention of___--- 

Requests for, explanation of 

Type of 
Development projects in, delay in, explanation of oh 
Eleetion of governments in, discussion concerning _ - - 628, 
Equation of assistance in 653, 654, 
Flexibility of provisions for, necessity of 
Food package program in 159, 160, 167, 
Forees of, reduction in, effect of 
Illustrative programs for, amount of, fiscal year 1954 statement con- 

cerning 

Impartiality in, policy of, discussion of 480, 
Importance of, to our security 
Infiltration of 
Israeli defense contribution to the, evaluation of possibility of 
Literacy in 
Long-range concept of water development projects in 643, 645, 
Military aid to: 


Effect of defense arrangement on 586, ! 


Fiseal year 1954, amount of i 
Mutual defense assistance program in, evaluation of 
Mutual defense support for, mention of at 
Nationalism in, comparison of problem of, with Far Kast ; 
Nongovernmental contributions to, cffect of, on foreign aid pro- 

grams 650, 652, 654, 

Obligation of funds for, possibility of . 612, 
Oil from: 

Availability of, for NATO 

Percent of, used in Western Europe 
Pay seale of servicemen in, table of 
Personnel in, reduction in, amount of 
Policy in, trend of ee ee ‘ $80, 482, 483 
Presentation of program for 203, 
Program for: 

Amount proposed for 

Breakdown and amount of 
Pubjie opinion in, change in, necessity of 





Near East—Continued 
Regional basis of program for: Page 
Explanation of__- 613, 614, 615, 616, 618, 619 
Statements of the Se cretary of State on, quotations "from 619 
Soviet objectives and influence in 478, 479, 480 
Stability in, factors affecting 203, 204, 228 
Technical assistance in: 
Amount of 207, 208 
Amount undistributed by country in 128, 129 
Testimony of Paul, Norman §., on, e: ‘ 212, 213 
UNICEF aid to, type of 817 
Vulnerability of program for 501 
Near East and Africa, Srreenaen assistance for, amount of package 
program for = 223 
Near East, South Asia and Africa: 
Development assistance for, amount and type of , 493, 494 
Equipment program for, table on 214 
Explanation of ___- 218 
Materiel programs for: 
Comparative chart on 216 
Explanation of 218 
Military assistance programs in: 
Funds for ma 224 
Table on value of___- 214 
Explanation of_____-_- 219 
Mutual defense assistance programs in: 
Chart and tables on__- 216 
Explanation of 218 
Shipments to, tables on 214 
Explanation of _- 218 
Training programs in, ts 215 
Exnlanation of 218 
Negev, development of, possibility of 605 
Nehru, Jawaharlal, Prime Minister of India: 
Actions of, in Indochina, influence of, on United States policy 486 
Anticommunism of, praise of, by Minoo Masani 513 
Anti-Communist speeches and statements of, quotations from 512 
Attitude of: 
Toward military agreement with Pakistan 356 
Toward military ai 531 
Toward Moslems in Kashmir 513 
Commitment of, to policy of refusing troop transit across India 553 
Explanation of, of Indias desire for foreign aid 528 
Fight against communism by 512, 513 
Influence of, in Indonesia 1008 
Neutral attitude of 
Objection to communalism by, 
Position of, threat to, possibility es ‘ 
Request to, for permission to fly across India 
Speech of, on importance of mechanization, reference to 
Netherlands: 
Economie assistance to 
European Defense Community ratification by 
Export credit facilities in, statement on 
Migration from, problem of__- 
Overpopulation in, long-range nature of problem of 
Overpopulation of 
Population of, statistics concerning 
Processing of migrants by, commendation of 
Production in, increase in 
Reimbursable military assistance to, reference to first extension of_. 
Visa applications in, status of, table on 
Visa laws of, restrictions in----_-_-_--. 
Visas issued by, number and allocation of. 
Neutrality: 
Of India 136, 239 
135, 138 
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New Look (see also Retaliatory power): 
Effect of: Page 
On program 119, 121 
On NATO 673 
Reference to__- : 264 
Reflection of: 
In loan policy 493 
In NATO program - f j = 44 145 
Newspapers, information in, on n subjec ts considered in executive session__ 67 , 673 
New York Times, inaccurate statements in 183 
New Zealand: 
Communist threat to 6 
Mutual Security and Defer nse Treaty between Australia, the United 
States and, reference to 6 
Nicaragua: 
Eligibility of, for military assistance, discussion concerning______ 959 
Military assistance program in_----- 391. 392 
Mutual defense assistance agreement with, conclusion of. , 370 
Technical assistance to, description of completed project of 834 
UNICEF program in, continuation of, by recipient country______- 837 
Nile River: 
Availability of waters from, for reclamation projects, mention of__ 629, 630 
Effect of proposed Aswan Dam on_-. eae ue 594 
Land in delta of, value of__- i tly 648 
Nitrocellulose, shortage of, in Europe 326, 327 
Nolting, Frederick E., Jr, special assistant to the Secretary of State for 
Mutual Security Affairs: 
Statement of: 
April 12, 1954 
April 14, 1954 
May 5, 1954 
May 14, 1954 
May 25, 1954 
lay 27, 1954- 
Non-self-governing territories: 
Technical assistance to: 
Amount of ‘ 
Multilateral versus bilateral 
North Atlantic Treaty Organization: 
Aireraft available for, extension of assistance to 741, 
Airfields for: 
Common pool of, reference to 1104, 1105 
Completion of: 
Number of 
Projection of 
Construction of, number of authorized 
Funds required for completion of 
Statement for the record on- 
Location of 
Status of: 
Evaluation of _ - 
Statement on- 
Types of 
Aircraft of United Kingdom available to : 2 1102, 1104, 1105 
Airfields in, usefulness of : 764 
Air strength of, increase in 142-145 
Airplanes of, ratio of pilots to : 756 
Ammunition for: 
Availability of, difficulty of determining _- - - 780 
Shipments of, amount and source of seta 780, 781 
Annual review, use of, in developing program 100, 109, 1438, 144 
Bases of _- : ‘ vee 2 
British commitments to ze 740, 741 
Canadian transfers of equipment to, type of 930 
Civilian headquarters of: 
Contributions to, statement and tables on : pon Hse, 184 3 
International administration of 
Request for support of 
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North Atlantic Treaty Organization—Continued 
Collective security contribution of, description of 
Commitments to, cost of 
CJotnnes nes BU isk Ses - wdc dg see sersthee<ss> thd-- 
Contributions to: 
Criteris, governing 
For 1955, decrease in_ 
Council meetings of, proba ble discussion of war r strategy at 
Defensive strength of 
Deficiency program for development of 
Deliveries to: 
Amount of 
By Army, Navy, and Air Force, percentage of 
Economic support of countries in, inedequacy of 
Eligibility of countries in, for reimbursable military 2 
Escapees’ formation into military forces of, lack of 
Essential element in United States policy 
European Defense Community contribution to, desirability of 
European Defense Community Treaty, ratification of, relay in, effect 


Expenditures for defense of, amount of 
Expenditures for Western defense in 
Force chart for, explanation of 
Force goals of: 
Attainment of__ 
Attainment of, considere.tion of 
For France, 1951, basis for determination of - 
Lack of fulfillment of, compensating factor for del: uy in deliveries. 
Revision in _ --~--- Sa 
Forces available for, extension of assistance to 
Forces of: 
Control over, explanation of 
Determination of program for 
Method of planning for____.------- 
Strength of - ae 
Types of _ __ 
Units of 
Use of, limitations on 
French expenditures for: 
Relationship of, to Indochina 
Use of counterpart for 
French forces for, buildup cf stocks for 
Fuel for, availebility of, difficulty of determining 
German contribution to, desirability of 
Growth in____-_- 
Headquarters of, contributions to, statement and tables on_. 786, 1138-1143 
Infrastructure Committee of: 
Approval of, prior to letting of contract, requirement for 
United States veto in 
Infrastructure for (see also Pipelines; Jet fuel system; Airfields) : 
Airfield construction for, amount of expenditures on 
Airfields largest component of 
Amount available for 
Amount of, approved 
Amount requested for 
Amount required for sixth end seventh slices of 
Appropriations for, fiscal year 1955, amount of proposed request 


Competitive bidding for construction of: 
ixistence of 
Reduction in cost through 
Construction of, local responsibility for-_- 
Contributions for, percentage limitation on, 
sideration of____- 
Contributions of host nations to, statement on 
Control of, explanation of 772, 773 
Definition of 757, 760 
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North Atlantic Treaty Organization—Continued 


Infrastructure for—Continued Page 
Demonstration of collective security 763 
Expenditures control system for, statement on ; 766-767 
Expenditures for: 

Amount of. 769 

Estimate of, table on 771 

United States share of, ratio of poem 778 
Expenditures to date for, amount of ; 778 
Fifth slice of, United States share of 763 
Fifth, sixth, and seventh slices of, total cost and United States 

share of 768 
Financing of fifth, sixth, and seventh slices, agreement on__- 768 
Fiseal vear 1955 request for 760 
Inspe ction of, prov isions for, e xplanation of : ; 782 
International administration of . 17 
Letter of Hon. Charles E. Wilson to Hon. Robert B. C hipe rfield, 

April 12, 1954, on 771 
Limitation on use of funds for, proposal of, consideration of.._ 783, 784 
Obligations for: 

Amount of : : : 769 

Estimate of, table on ; 770 
Origin of Ras 779 
Progress in : 769 
Presentation of program for ; 757 
Rate of obligation for, reference to aa 5 770 
Reduction in cost of, by competitive bidding 784 
Reduction in shares for, effect of 780 
Remaining slices of, emphasis on southern Europe in 761 
Request for authorization to 1958 for 783 
Request for, fiscal vear 1955, amount and objectives of_-- 770 
Use of, resolution on, explanation of 772, 773 

Sabotage of, possibility of 776, 781, 782 

Se reening of program for. explanation of 767 
Second and third slices of, final costs of, determination of 763 
Security of, local respon it ility of 782 
Security precautions in France and Italy concerning .. 781, 782 
Shares of: 

Basis for determining 778, 779 

Constant ratio of 778 
Shares of cost of, compromise elements in determination of 778, 779 
Statement on -. ¢64, 460 
Status of financing of, table on 768 
Summary of contributions and percentages by country for: 

Explanation of _- 763 

Table on ; 762 
Summary of slices of, table on 760 
Taxpayments on, limitation on use of funds for, proposal of, con- 

sideration of ; 783, 784 
Tax quotient on, variations in 783, 784 
Ultimate share of, approximation of 763 
United States expenditures for, statement on__--- 783 
United States financing of, amount of _- -- Jewwe’ 70%e 4108, 150 
United States share of, amount of _. 763, 768, 769 
Unobligated balance of program ame fiscal year 1954 769, 

Fiscal year 1955_-- ae eee sananintanivast aeubaanaae 769 
Use of, local arrangements necessary for_-- aun cient 772-77: 

Infrastructure land- training facilities for, amount of program for 77: 

Infrastructure telecommunications projects for, statement on status of - 766 

International headquarters of, contributions to, statement and tables 

oe bk oe and cements penal 1138-1143 


Jet fuel: 
Distribution system for, status of infrastructure program for, 


INI, Sirens ote ans ee hia celia Paster dike ‘sions atacand nan abaeaatanieds 764 
Storage for: 
Capacity for, on standard airfield_..........--..--------- ) 
PRUE ls oon oo cap nn cmweidaduees taqeqdevuieeie< 764 











North Atlantic Treaty Organization—Coutinued 
Jet fuel—Continued 


System for: Page 
Interchangeability in__- ‘ Saisidibahcincnadinatth i insieneeatla i 765 
Location of pipelines for_- : siesiamtiail a 765 
Military control of ae ae = 765 
Progress in program for ‘ adie ‘ 765 
Land costs for training facilities for, contribution of host country . 773 
Land-training facilities for, infrastructure program for, amount of 773 
Leveling-off process in satin ea tiectialina athiacaesiinentn te . 143, 144 
Logistics of: 
Buildup of ae ecbid aes alicia te andiatieadisadinin 764 
Weakness of alin a las sisiescidiniammbaatnes : 4 752 
“Long haul’’ concept of 4 
Military equipment delivered to, problem of maintenance of ea 327 
Military equipment produced by, amount of iach tala ices 669 
Military hardware for, amount of a 
Military headquarters of, contributions to, statement and tables on_.. 1138- 
1142 
Military strength of, degree of increase 92 
Ministerial Council of, meetings of, consultation basis of = 2 
Mutual defense support for, elimination of igre : 89 
Naval forces of, development of, for protection of convoys sii < 785 
Naval requirements of . : even 143 
New Look policy in, effect ae: oe is deans ian 7 673 
Oil convoys for, protection of, by eRe. OC nee ae 
Organization for Military Assistance of: 
NEES SPIEL A EE OM scorch such dl sein, actieat teslon aloe eal 7 96 
Explanation of__- ee ss cic te niaiacmiananaaee 98, 99, 106 
Program for, development * febegliiiil ae ree eae 100-104 
Radar program for, explanation of _- ans a a4: bie aon aa 766 
Radar stations for, location of___-- ~~ ; < aerate tack 766 
Screening process for: 
Chart of___- eee sdk maen taste an decease , sca 97 
Chart of explanation of__ : ; sob anes thee dtp aaah aecie a : 
Success of _ “ al ap 124 
Telecommunications program for: 
Delay in, due to lead time ; : se i aii 766 
Location of network of_-- c ci ee tata choy ca nda 766 
Training facilities for: 
In Germany, financing of_ = : ao Sam 773 
Location of 4 a z ils earl aie 773 
Unanimity rule of = sabsail areas acmuaeertl 767 
United Sinadeas Air Force, imports ance of, to ae 737 
United Kingdom commitments to, development of forces to meet 733 
Utilities costs of training facilities for, contribution of host country 
for artes Saisie ii 773 
Weapons for, sec urity precautions in 303 
Weapons requirements of, comparison of, with United States Armed 
Forces - es ark 302 
Norway, trade with Soviet Union by, expls unation of__------ . 29, , 57, 43, 124 
O 
“Obligated,”’ definition of _ - oa 76, 463, 464 
Obligation of funds (see also Deobligation of funds; E xpenditures; Unobli- 
gated balance; Unexpended balances) : 
Distinction between programing and-.-.--—---.-........-..........< 464 
For Benin; amount of, Becal your 1904... --. 2 ls 727 
For Civilian Relief in Korea 
Amount of____------ a a ne wat lan cra es 437 
I ee rere es a teed wwe eae: on er er cio 461 
For ‘dependent overseas territories in “Africa, amount of___.------_-- 613 
ar: ee ee A I, RD On 8 on a me eee es Heme were 259 
For Israel for development assistance, ea... 607 
For Korea: 
a a a as, Stank nicks iti Gerda anaes od 437 
Anticipation of, in ee ee ee 457 
SUE Or INN WIR on ro ace ec nm ananeecenndeen 460 
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Obligation of funds—Continued 
For Korea—Continued 
FOA components: 
Amount of... .....- Shihan ie. 
Anticipation of 
For economic aid, status of fiscal years 1947-55 


For mutual special weapons, amount of __- 
For Near East, possibility of 
For NATO infrastructure: 

Amount of- ‘ 

Estimate of, table on 

Rate of, reference to 
For offshore procurement, projection of__-- 
For Spain: 


For economic aid, fiscal year 1954, amount of 


For machinery, mention of 
For UNKRA: 
Amount of 7 
Rate of, prospects of 
Limitations on 
Procedures for 
To repay loans to foreign countries, desirability of 
Obligational authority: 
Contracts under reimbursable military assistance, 
25, 1954 
Contractual, as of March 25, 1954, table on 
Definition of 
Percentage breakdown of 
Summary of, August 1953, to date 
Obsolescence of equipment, consideration of 
Ocean freight subsidies: 
Addition of American 


ted Cross to provision for 


612, 


710, 


amount of, March 


Statement and tables for the record on, by Wynn C. Fairfield, honorary 


chairman, American Council of Voluntary Agencies 
Service, Inc 


Statement for the record by Dorothy D. Houghton, 


Statements on 
Ocean transportation, 1946-53, table on 
O’ Daniel, General, replacement for General Trapnell 
Office of the Commissioner of Refugees. (See 8. 1766 
Offshore procurement: 
Ammunition for Formosa obtained through, extent of 
Ammunition major item in 
Ammunition program, emphasis on 
Amount of_- 
Amount of: 
Fiscal years 1954 and 1955 
In Japan 
In Yugoslavia 
Undelivered 
Breakdown of amounts for, consideration of 
Breakdewn of amount for, statement on 
Classification of, in current program 
Comparative costs of 
Competition, financing of, by 
Completion of programs for, statement on 
Continuation of : 
Contracts for, amount of, from unexpended funds 
Contracts let for, under fiscal year 1954 program a 
Defense Department resistance to 
Definition of ; 
Dollar returns from - - - ‘i 
Effect of: 
On European production capacity 
On unemployment in United States 





for 


~ 308 


23, 24, 50, 78, 
European contracts for, percentage of completion of - - - - - 


Foreign 


1147-1154 


Assistant Director 
for Refugees, Migration, and Voluntary Assistance, FOA, on 


922-924 
915 
1164 


292 


958 
150 
313-314 
39, 40 
305, 35 
251 
107 
149 
321 
324, 325 
39, 40 
323 
306 
681 
23, 24 
35: 
681 
324 
‘5 297 
,309, 318, 319 


298, 299, 308 


306, 311, 313-317 


681 
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Offshore procurement—Continued Page 
Facilities assistance, special program for__---.-.-------- scSesGe. a 298 
Floating D-day policy knees io sip we pesrinw  B eh Rear 311 
French and German programs for, anticipation of problems in_____-- 681 
Importance of..............- Sis ed cba iran Sena Sap es Mee eam Oa nee e 296 
Incentive for__- Sais See Dib Je BUSSE Ek 189, 191 
Justification for- NO RIN in sie hee CRS Se 307, 308, 309 
Lead time in, explanation ea, iriiwndiaice th ae ebsites ie ye ‘1002 
Objectives of, in Europe ; ; .. 303, 305, 306, 308, 309, 316 
Obligations for, projection of _ bein geliintiniaint eee ee aie os 307 
Of aircraft, cost of 3 smitten Sheree .--. 323, 324 
Oe I IN IE otek nin mnie RGEC SSt ees DE we 307 
Of end items for Europe, explanation of program for_--_.---..-.----- 303 
Of ships: 

Nt: ee le, enn See po eS af 107 

E xplanation of program for SWAG _ 309, 310, 317 

Revision in program for, justification for. Bi 5 Ered 309, 310 
Of vessels in Europe, cost of- 7 ; ana pete ns ret Ee 310 
Opposition to, in 1949 es tte ASSES as Fase 323 
Policy deve lopme nt for, after Korea__. pupae vole. SRY, 308 
Policy of, relationship to unobligeted balance _- aus meee eueecl 78 
Presentation of information on-_ _---- pores. ci Fees 237 
Price policies for, explanation of Pos pame-cecateGiee wad 304, 305, 323 
Procurement ot her than us. Sah a ite deme ie as 297 


Reduction in, explanation as e ee ee 


CE one Ee ee OS al 1s og buy 669 
Relationship of, to mutual ‘special 1 we apons program ae wtennanaa ee os - OFS 
Results of, in Europe- --- ‘ y 90 


Screening process Ce contracts for, statement for the record on. 1199-1200 
Shipments of, to Far Fast, st atus of - Vs mesetuguuin 2e59 GGGR, ae 
Socialized industry, financing of, by__. nas sansadetcupewacen 306 
Spare parts production: 

Evaluetion of - bod. uoe seus oak 16a LORRI Le 313 

Possibility of, through - - ~~~ 2esi ae 105, 106, 751 
Standardization in items obtained through, entent 08... sets 318 
Supervision of pie Moa 106, 297 


Taxation for, justification Re eel, i goncedland oceaad ..-' 313, 315 
Types of, in France Sania Wee Sadia ices as tale ee 750 
Types of programs include Bie. cute ARSED STS 298 
Unemployment in United States, relationship of, to___- oa oe 


307, 308, 309, 310, 311, 312, 314, 315, 316, 317 


Unemployment relief through avenien-@f.........saccamoered 107 
Uneuueted funts for; amount ef... sou oc ct eb ce ee 354 
ears T principle on ONIN. os cc auUhi UU ue 310 
O’Hara, Brig. Gen. John J., Assistant for Mutual Security, Office of the 
Deputy Chie t of Staff, M: ute riel, Department of the Air Force, statement 
of: 
I i ee od ah enn webs dal Ol a AOE oe 142 
SS I Ni ae Se os ine one ree nee beans s 718 
NAR ig ceiinnep mamma nee nance aidan ala PREM ohnle wae) eae 
May > esl isu peeabdiiow news sisecky seus wceceeKel:: 776 
May 27, 1954_-_-- 991 
O’ Hara, Botte rt E., bud get ‘officer, foreign | programs, Office of the Secretary 
of Defe nse, statement of: 
April 13, Ne cis dace aie WE te on coed a IR al be weasels 218 
kk aeswd wale abba eee ns de cd SUCRE GUL 617 
BENE. veces cy oped nS a teen cunleriscgess URL lee 682 
Tc wiiniwewedie's SiS URSEUAY 694 
Be eR a, oa ed eee hobs uu) tb Jie ale 770 
Ohly, John H. Deputy Director for Program and Planning, Foreign Opera- 
tions Administration, statement of: 
May 7, 1954-_-.--- et CEES cock nk dete bccn sasess sean 620 
Re a EN re) mtr > ee reees 687 
Oil (see also Fats and oils): 
Convoys cf, protection of, by NATO naval forces__..-..---.------- 785 
Source fae Wesbern Rutene. 22. ool i cL ccccetecuacs ce 777, 785 
Cumn-door Dasa; POGGRNR OE soso. is ed bok, wa eos lous een 246 


Operation ivy, relerees 00 Teneee OR. <. J... et eee 84 








Operation Reindeer: Page 
Amount of funds used for ie tis Se eh 162 
Sn tnnvigitiichendpmammndae dda cbaveck de ee --. 162, 163 
ND Ea ceictrnen ss ornrirerinins & adie hid wale ie ben des See 161, 162, 163 
OT rr ae a Poa etenge 162 
Transfer of funds to, amount and source of usa seccceus i532 620 

Operations Coordinating or coordination of educational exchange 

programs by- ..--- sins : bdcbpedeqeceese > GEO 

Operations Research Organizz ation: 

Dr. Johnson of, conversation with, concerning mutual special weapons 
program piece ae a ss aa 
Study of military assistance by: 
Classification of, reason for wand : : 677 
Consideration of ..... 664, 665, 666, 667, 668, 681, 682 
Nations covered by, number of___-_--- . ie Seleare 676 

Opium. (See Narcotics.) 

Organization of American States: 

Amount and international administration of program for : 47 

Medical program of, name of ie <a : ‘ a 411 

Teacher training school of: 
Program of 


inideidini 407, 408 


Request of, for librarian ; eee ee ~eaaae 107 
Technical assistance program of: 
Amount and purpose of contribution to 330, 366, 368, 369 
Coordination with------- (een aes Jaman eae 357 
Nature of . ; aia 110 
Organization for European - Economic Cooperation: 
Activities of, for expansion of trade ...-- 662, 663 
Trade of, with Soviet bloc, chart on and explanation of .. 1091, 1092 


Organization for Military Assistance: 


Chart of le fee A : best St a ere ae : 96 

Explanation of _- a . . 98, 99, 106 
Overall basis, meaning of, relative to agricultural commodities _.. 165, 166 
Overseas private investment (see also Guaranty provisions and Guaranty 

program): 

ON TN ta ale a eee ani Minas i WilaleieD a ane oan 58 

Rate of iebasdneke cde ace aye ae Fas 58 

Recommendations conce rning, by American Farm Bureau Federation_ 855 


pae ake 353, 354 


Relationship of, to technical assistance 
In Coal and Steel Community, possibility of ' Saal 
In Egypt, possibilities of__-_-- SaeceeeanSsss = ... 595, 596, 597 
In Europe, necessity for increase in-_..........---- Z 124 
In Far East and Pacific, encouragement east Niko es : 260, 262, 271 , 272 
In Guatemala, protection of_..............------- . 403, 404, 405 
In India, explanation of 
In Korea: 

SONG A BERMORN OP os ncn kde ecdes ceaesenencenom 4: 

OOIIIRMINREIE, CE nics wn eden cueunac ; tsp tote ot wet 4 

Lag in program for, explanation of _- 4 
In Latin America: 

Canadian versus United States 


Comparison of terms for_.........--------- 421 

en St Me a 2 ee ee ae 414, 417, ‘418, 421, 422 

ON ai sacs ws wp Wr’ g ag nw tg 422 
Encouragement of__._-.----- UIT ee saa neeuee __. 879, 390, 391 
DGIINOD Olt nakee tn anecnasesaecsasaoes no dtm ee 403, 404 
Sei COUN. o.8 ened vecceshonas cenencesens 67, 68 
In. underdeveloped countries, policy concerning-._...._....-..------. 493 

P 


Pacific. (See Far East and Pacific Special Study Mission to Southeast 
Asia and the Pacific.) 

Pacific American Steamship Association. (See Greene, Francis T.) 

Pacific: 


Commander in Chief of, location of. ..........02.-.20us5.......- 99 
Definition of area, problem pc interes = wh es abasic 979, 980 
Military Assistance Advisory Groups in__--.--.-..--------------- 99 











Pacific—Continued Page 
mene Comey enn COP eos nn 6 oe woes binkbed abn Ke eees 29 
om eens cn serveremen im. table Of... ... .ac<ccavencncnamncskbdaan 154 
Program for, fiscal year 1955, amount of_- ; innbuteltecede s 249 
Presentation of program for a ee ee eee 245 
Pegional security arrangement in, possibility of_..........--.----- 247 

Pacific Pact: 

Attitude of the Philippine President toward___........--------- 273, 274 
Proadening of, possibility of wid tech dunk owen Raikes 253, 271 
Indian participation in, necessity for biLasinediin seh ke® 357 
Initiative for so a ts hail tinon tatiana 292 
Provision in program for, lack of ___-_-- nhs bite wie wate bbiedtMiateders 679 
Feference to f ie 10 
Statement by committee on joint statement of Hon. Anth« ny Eden 
and Hon. John Foster Dulles concerning: 
Text of . i ee ee) ee 252, 253 
Reference to ‘em ‘i é etd eines 292 
Changes in text of ..._.._-- 2s b Sekine 293 
Packaging: 
Amount for 142 
Questionnaire on é 120 
Report on . ce cd ake SSRROS ER 119 
Study of, maintenance of . ere eae hes oS 118 

Package bill 
Desirability of, for Indochina 975, 976, 978, 980, 990 
tevision of ” ed . 1 

Package program See Flexibility of funds and Regional approach to 

assistance; Regional approach. 

Pakistan: 

Agreement between Turkey and, opposition of India to__......-___- 16 
Agreement between Turkey and: 
I wide 205 
Reference to effect of, on Near East problems " 479 
Agreement between United States and: 
Attitude of Nehru toward _-- -_-- ‘ Sibi ane, Gas 
Signature of __ : 227 
Agricultural commodities program in____._.__----_- 160, 167, 171, 174 
Agricultural economy of, emphasis on__..--..-------------- 212, 574, 575 
Agriculture in, diversion of, from jute and cotton to food, status of... 580 
Aid to: 
CD Tes cunknnces Setlontencodhassataebeeedteed 2th 4a 208 
Processing of__- Ee a ee ee ee ee 206 
Statement in behalf of, by E. “Raymond Wilson of the Friends 
Committee on National Le PR RIOT OT 873 
Summary of past wcnietice an bein lardihiahd ants ab eer bs ah Ou 576 
Airplane landing rights of, in PRE eekinocs, iiss: cals loan ascents 581 
MED ANGE IM, CRUDNG Olio nw ow tahoe cnenee «teas bun 526 
Airways in, assistance for, possibility cs eld ee eee 580 
Ambassador of, sent to Afghanistan............._..--..-...---- 583, 584 
Amoums for, desirability of anecine...............-.wescsedecdsnd~ 239 
ens ee, Cotaparigon OL, With INRss ccde occu cl ccaesssuubsccend—~ 582 
Bib 19 On TAGS, DOMNMEGY OF... = —n0k 455s0- bs iusetaheebbne 555 
Attitude of, toward economic aid to India___.___..-.__---.-----. 511 
EE ee eee pia Sales ants 519 
Attitude of India toward deve -elopment of Indus River by- +a "675, 576, 578, 579 
I. OG2000NE ee nk nema en ueeeeibes 585 
Consumer goods for, assistance for, DOsmIDIty Chedsacunaisecsdecd 577 
EL NOE 1D, OR CRNC OE on ane sestins nkekhanes isntaeyEtaubate 579 
Defense agreement between Turkey and: 
Ree iE RN NN A is od as. deemed cek 586, 589 
Obligations.of United States in.............................. 590 
Pametty of GrébGewing<. eeesd-sccaci ck sek ac dca 586, 589 
Defense support assistance for, “possibility OE cncenmadtiiieh lees Suu: 577 
Development assistance to: 
iia, Fete 0 os cee Rk nn cag icnedtemee 43 
Binnal goeri966...2... 2-526; seb sau se i 576, 577 


Reference to 








Pakistan—Continued 
Economic situation in 
Encouragement of, desirability of i i 
Export-Import Bank loan to, eligibility for ‘ ; 584, 
Fertilizer plant in: 
Construction of wane : 
Financing of 
Fertilizer, requirements of, assistance to meet_-__-- - 
Fisheries in, refrigeration of, status of project for 577, 
Food situation in 
Gas in, discovery of 
Grant aid for, eligibility to 
Harbor in, necessity for 
Hotel construction in, source of funds for, question concerning 
Indian railroads used by, explanation of ; ; 
Industrial development in, type of ‘ 
Information on, lack of 
International Bank, extent of use of, by Bis 
International Bank loan to, for railroad rehabilitation 
Irrigation projects in, description of 
Local costs of program in, financing of ‘ 
Migration of Moslems to, status and extent of nb eee ceeeehs 
Military aid to: 
Arrangements for ; ad paccan S15, OBB; 
Effect. of: 
On India oan awe dl feels 221, 222, 509, 511, 
On Kashmir d gan ; 
Fiscal year 1954, financing of ‘ .. 559, 
Fiscal year 1955, lack of program for ‘ . 
Funds for ‘ s 223, 
Indian attitude toward : 530, 531, 


Obligations arising out of 

Reference to 
Moslems in, number of 
Muslim League defeat in elections in, reference to 
Mutual defense assistance for, mention of 
Pacific Pact, inclusion in, of 
Population of 


Population of, ratio of, to India 43, 


Presentation of program for 
Program for: 





Comparison of, with Indian program .. 266 230 
Dependence of, on mission reeommendations ee SSO 
Fiseal year 1955, amount and breakdown of -. cle eee 
Fiscal year 1955, mention of k é ‘ 5 
Type of, determination of u 577 
Progress of program in, comparison of, with Indian program F 576 
Railroad program in, status of soak : ‘ 578 
Railroad rehabilitation in, International Bank loan for-_- ee 578 
Ratio of population of, to that of India eae Se xt sedbeebes 43, 44 
Refugees in, condition and location of a ata said 581 
Refugee problem in ‘ ‘ 7 
Reimbursable aid to, eligibility to deal ik 58i 
Relations between Afghanistan and pS Slew wetted 583, 584 
Review of status of wheat program in____-------- pets e=< 182 
Rupee shortage in, cause of bottleneck _ - : WAS A_ OSes ches 857 
Russian, construction in Afghanistan, proposal for___.......-..----- 583 
eneeeran, GUblity Of 66 Gl od cto bed SC ow Wheh sg eS Rb a alend 581 
Study mission in, nondiscrimination of, reference to_.......-.---- 556, 557 
Technical assistance for: 
Amount of_......... Oi ew pended cead was bud ude Beas 43 
Amount of, fiscal year 1955 4 wae ob inints diees 576 
Description of completed projects of..-...--..-.--.-------.- 834, 835 
Treaty between Turkey and__- -- i stint hes pialblibis a 4 
Tube well program in- é nm aibiehin ke wudaameipRonn 575 
Water problem in, quotation from study mission report on__..-.-.--- 579 
Water problem in, status of negotiations concerning. ......------ 578, 579 
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Wheat shipments to: Page 
IIE, OE i nmimittsbbnecnne cv itetiiinbwews is Sia = 574 
pe ee eee ee teen 182 
NE | eee" 212 
SUNT 00 cen caceuaeeencovuvemevewccnaeuseuLeiees 182, 183 
I ienided nee hh Mie webs 183 
IN TE a ciate tescnabictiiiad abs Parat aos aba eel es 184 

Nh MOOCINGE DR. Ss desis wedi cude nk UC s ul Seles 212 

Western, independence movement in_._......___-__-------.-- eee 583 

Palestine (see also Israel: Arab States): 

Administration policy on, comparison of pest and present. _. _-_- 636, 637 

Coordination with France and Great Britain on_._.._..._.__..____ 636 

ee OE SRR a RS ee rae | ee en ee 628 

OER ANN EOE OEE eT Pe 640 

POTD: cis ono won cinaininenes oe <b Wisid add NERS Laitoasd 649 

Refugees (see also Arab refugees; Refugees; United Nations Relief and 

Works Agency in the Near East): 
Agricultural commodities program for_...........-....___-- 194, 195 
REIONS GOGUIITDE cl da oe ckee wats 629, 630 
Ut GO OIA aN a ie 611, 612 
Reauthorization for, reference to.........__....____..._... 223 
Resettlement of, status of projects for..........._._..._.__- 611, 612 

Tripartite declaration concerning: 

BeeeinieetOn Noucy Ob... .....-. 3... cnnnct cee. 636 
Peston Suebeneniaion OF... oc. maw en cdeslediencca 636 
Panama Canal Zone: 

Agreement with, negotiations concerning. .__.....-.--..._-_-_-_.- 397 

I UN a th es Nee gl tt as Le A 397 

I ee Fe camisdacecabuagulen ee 396 

Schoo] in: 

For antiaircraft gunners, reference to_......-.....-.....------ 383 
NN I amet obtains 387 
Toll charges in: 
NE NE 6d eas oi edbWednh ia Jape dee eae 397 
I ai. insist ttenrar enn hind ini al ihe aia ae Saat aae 396, 397 
Panama, Republic of: 
renner UES, AR LION saa wc a chs wiereihetendl 396, 397 
eenseks Sesintanee pIOKIEM. IM... ... o..< desis ccm en eutddncadbusels 396 
Pan American. (See American Republics; Latin America.) 
Pen Asmerienn. dar, rererence té.............-.-...- oe tees cee 262 
Pan American Sanitary Bareau, regional office of WHO, mention of__. 411, 844 
Pandit, Madame Vijaya Lakshmi, reference to__.....-...........----.- 238 
Paraguay: 

Economic status of citizens of, with Venezuela______._._-.._-__-_-- 406 

Health program in, extent and sponsorship of_......-.-.---------- 802 

piiitery easiatanes £0; WAG OF ics esos 8s ch dest Gon ecneede 391 

Program for development of self-sufficient combat units in, suggestion 

OE is. Lisi shinies: Dlbh dh ade Ese weU in nelle ace aes Smee 386 
Parents’ Magazine, George J. Hecht, publisher of, article of, entitled 
“The Greatest Child Welfare Effort of All Time’’._........------ 1144-1146 
ast: ARNON TOOROIONE Ths iene once dace wccrec-s -Usdes cea 58 
“Peienetoek of atatuten.”” referananh $0. ...«<0-siesl sivas cbesksesesca 1 
Paul, Norman §., Regional Director, Office of Near East, South Asia and 
Africa Operations, Foreign Operations Administration: 
Extracts from testimony of, April 13, 1954__-.._...--..-..----.--- 212 
Letter of submission and tables on Israel, for Hon. Jacob K. Javits, 
Member of Congress (New York), June 4, 1954_..-_-.__.--- 1188-1191 
Statement of: 
RIES, 1006 oo bowie ce neee cece n~ +5323. 5k eae aes 207 
Ns I hich nlicsecnaies ac dice de ts wine vs arta ee ie wean wc 471 
OE LTE CEEOL POE SE LE LLLT. * 524 
BE Dy, DI co iiceminciis cone tb cst Se Lee ESS Leo 535 
i MEE noc ncnavnewsndnsnceccduis Sadsul  cueE Mss 565 
DR EE ..iiccnnwanenncwaqendscossecincti sees 591 


ina T 10 oe ois tissietes es A ee Cen Beas Uh 627 
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Payment provisions for reimbursable military assistance: Page 
ND URS is noo wk cow nes line's 3 ov ee cals lr cs sla la) re lee 930, 931, 933 
Liberalization of, explanation of effect of .............--.-__._._.- 937 
Ot OE an, cision ciao munapieinli belinda sdirburhe satiate sesed 938 

Pay scales of forces in Iran, reference to............-....----sssseccee 571 

Pay scale of servicemen, tables of_................-... i ctemcaced ma) Wee TOE 

Peiping, Communist regime in, reference to_____._- isd wcdioi ait tee 249 

Personnel: 

Dismissal of, pursuant to provisions of Mutual Security Act, explana- 

tion of by the American Legion... . ..43 <<. weccseeutccve Bveed 861 
Foreign military, training of, supervision of............_____- iTable 98 
In Europe, reduction in, amount of_.................-_ _- : ts 419 
In Far Kast, reduction in. amount of_..................-.-...- : 419 
In Jordan, attitude toward________-_ ee ee Ia as eee 81 
In Latin America, increase in 419 
In military missions, use of for technical assistance programs 360, 


361, 
In Near Fast, reduction in, amount of 
In technical assistance programs, insufficiency of 
In United Kingdom programs, number of 


384, 385, 386, 387 


: 119 
358, 801, 802 
733, 734 


Problem of, in the Far East, reference to__- ci 2 ..: 4010 
Recruitment of, problem of_......._----- ss has 275, 276 
Reduction of: 
By foreign Operations Administration, reference to____-__- 38, 57, 58 
In Washington office of ; 418, 419 
Supervision of, in offshore procurement tide. ecdelales tx res nena el 
Peru: 
Military assistance to, reference to 381, 391 
Mutual defense assistance agreement with, conclusion of 370 
‘‘Seed’”’ dollars, chart on 378 
Technical assistance to, description of completed project of 835 
Tractor sales in, chart on 378 
Technical assistance project in, chart on 378 
Vessels purchased bv, number and type of 93 
Pesetas, blocking of, by Spain, statement on 714 


Pharmaceutical purchases in Latin America of United States products, 
chart on 
Pharmaceutical purchases in Latin 


America of United States products, 


aed 
Facing ¢ 


Qn747 
id 


Oo 


chart on, explanation of 378 
Philippines: 
Aid to, statement on behalf of, by E. Raymond Wilson, of the Friends 
Committee on National Legislation 873 
Attitude of, toward Pacific Pact 273, 274 
Colonialism in, reference to- : 246 
Communist threat to Z 6 
Development assistance to 29 
Fconomic assistance to 258 
Economic conditions in, explanation of 2 BE emer penea ne 1006 
Increase in 1equest for 262 
Maintenance ecuipment for, provision of, a United States policy 932 
Military assistance program in_ -- 254 
Military potential of te 953, 962 
Military strength of, development of__-- : 93 
Mutual security and defense treaty between the United States and 6 


Obligated funds for, amount of 
Overseas private investment in, opportunities for 
Pomey toward .2. boss 2. 5 L 
Population of ja 
Program for: 
Fiscal year 1955, amount and nature of 





oa “ave 

Mention of 31 

UNICEF programs in continuation of, by recipient country 837 
Phillips, Christopher H., assistant to Assistant Secretary for U. N. Affairs, 

Department of State, May 19, 1954 790 

Pierson, Hon. Lester, of Canada, reference to visit of . 19 

Pilot projects, purpose of -- : 367, 368 








Pipelines (see also Fuel; jet fuel): 
Contracts for: 
Amount of, anticipation of, in 1954 Sein 
Consummation of, anticipation of___- nee 
Control of 
Cost of movement of fuel through, comparison of, with tankers 
Financing of, consideration of ; : ae 
Financing of, United States share of 
Location of 
Criteria for determination of 
Military control of 
Necessity for, explanation of 
Oil for, source of ‘ ad besiweman bid : aa 
Program for, extent of 2 wie 2 _ _. 764, 765 
Progress in construction of _ stk pT - (77, 778 
Russian use of, reference to \ 775, 776 
Sabotage of: 
Possibility of___--- etal 
Security measures against, explanation of _- 
Status of, in France, statement on_-_- 
Supply of: 
Ports of 
Source of__- : 5 iia aoe Lnkicwnl! SUE eae 
Underground construction of _- 775 
Use of, comparison of, with local pipelines : 774 
Pittman, Steuart L., Assistant General Counsel, Foreign Ope rations Admin- 
istration, statement of, June 7, 1954___ widitn Gatiashnstattn ae. 
Pittsburgh, food relief to, under Agricultural Act of 1949____. : 179 
Placement of migrants, assistance for, by Intergovernmental Committee 
for European Migration ; : .... 893, 894 
Plack, Dr. J. D., Harvard University, re ference to report of, on food con- 
sumption ee ai 
Plan K, extent of pasarem for saree 
Point 4. (See Technical assistance.) 
Unilateral program 
POL. (See Fuel, Jet fuel 
Poland, participation of, in UNICEF 
Poland: 
Political relationship of, to Soviet Union _- ~~~ 
UNRRA request for, lack of necessity for__- 
Pondicherry: 
Communist threat to Nehru in ‘ binid 
Indian quarrel with France on, reference to } ; 
Population, movement of (see also Emigration, Migrants, Refugees) 
In Europe, extent of -_-- butik - sia ... 892-894, 897, 902 
In Far East, extent of Kod 901-902, 905, 925 
Port charges. (See Taxation on shipme nts.) 
Portugal, economic assistance to, mention of_-_-~-_ 29, 124 
Powell, Dr. Oscar, country director, Bolivia, Foreign Operations Adminis- 
tration, statement of, April 28, 1954 409 
Presentation of program, details desired by committee in 55, 77 
President of the United States: 
Atomic energy message of _ — - 17 
Authority of, to transfer funds, reference to_ _- ‘ 616, 619, 620 
Commander in Chief, reference to ‘ 
List of Battle Act violators released by, reference to is 
Memorandum by, August 1953, concerning coordination of Korean 
programs, reference to a 
Message on foreign economic policy by, reference to 
Message on foreign trade by, o ference to 
Message to Congress of, quotation from, conce rning loans and grants 
to underdeveloped countries 492, 493 
Position of, on Randall Commission recommendations concerning 
lending policy, reference to pis. 551 
Promise of, to Republie of Korea for assistance, discussion con- 
cerning - - - - . 450, 453, 455, 456, 458, 459 
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President of the United States—Continued 
Recommendations of, difference between Bureau of Budvet figures Page 
and __- 560, 561 
Speech of, on Korea, reference to 
State of Union speech of, regional emphasis in 
Press, information in, on subjects considered in executive session 
Pricing formula for excess equipment 
Prices in offshore procurement, explanation of policies on 304, 3 
Prices in agricultural commodities program, effect of 
189, 190, 191, 192, 194 
Principles basic to program 54. 5! 
Prioritv lists, revision of, reference to 
Prisoners of war, anti-Communist, assurances concerning, reference to 
Private trade channels, use of, under section 550 
Procurement of acricultural commodities: 
Authorization for, meaning of 
Status of 1954 program for 
Production in Europe: 
Increase in 90, 124. 
Index for 
Life expectancy of facilities for ; 
Maintenance of line of_ ‘ 308, 310, 311, 314, 
Productivity Agency, European, establishment of 
Program for 1954, adequacy of amount provided for 
Programs for fiscal year 1954, tentative nature of, discussion concerning 
Program for 1955: 
Amount of 
Amounts and divisions in 
Categories of: 
New grouping in 
Percentage division of 
Comparison of, with 1953 
Coordination of data in 
Development assistance: 
Amount and nature of request for 
Percentace of 
Direct forces support: 
Amount and nature of request for 
Percentace of 
Draft of bill for, reference to 
Keonomic assistance, percentage of 
Economic phases of, basis for 
Explanation of 
Expenditures for, amount of 
Far East: 
Explanation of- 
Percentace of 
Geographic breakdown of 
India, explanation of 
Indonesia, explanation of . 
International administration versus national administration of 
in_ sities ‘ wt 
Japan, explanation of _ - i 31 
Korea, explanation of s 18 
Latin America, explanation of 31 
Military assistance, percentage of . 35, 37, 38 
Mutual defense assistance: 
Amount and nature of request for_- ' 28, 30 
Military portion of -- ~~ -- sae 92 
Mutual defense support: 
Amount and nature of request for _ - j ‘ 27-30 
Percentage of ; .. 36, 37, 38 
Name of, consi¢eration of _ - 47 
National administration versus international administration of items 
of - as : . a edi 47 
Near East, explanation of _ - 30, 31 
Necessity for, in view of unobligated funds, discussion concerning 74,75 


45700—54 82 














Program for 1955—Continued Page 
I OI, UI a ccekslls bis ws dah mien esiadies biel 48 
Nonregional, explanation of colar a Real nia nas ees eS aren eee alll 31 
Offshore procurement, amount an‘ 1 classific ee 39, 40 
Other programs, amount of request for..........--.-...-.-.-..... 27 
COREE RRR OUTRO. oo xtenesieniihich nocd ectanieiarsa Ge mbiabeston he 28 
Pacific, explanation of ani cated eo enatnetnethis samt waisted 31 
IIE I a nts sat anemic Stl tine Ek abies abi wd 31 
PP ENEINL NTL COE, CRCEID CUIEO REDD. rr mince micwwite mien ered tips othe os 55, 77 
Presentation of, cutline of ‘ ‘ ; as las scala ae 
Projection of unprograme? func’s in___._________.......-..... 49 
Reduction of amount requested for, compared to prev ious years_ 33, 40, 1110 
Rerional aj roach to ee dee 207 

telief and rehabilitation, amount and nature of request for._........ 27, 28 
Relief and rehabilitation percentage of ccaretetl . 36, 37, 38 
Savings available for aseae 49 
Fouth Asia, mention of a ee,” 30-31 
Technical coo, eration, amount and nature of request for._....... 27, 29, 30 
Technical coo eration percentace of 36, 37, 38, 41 
Thailand, mention of a 31 
Trend in ; : 33 

Programed cater‘ory, definition of__- . iat eb 76 

Procramin, distinction between obliation and , = 464 

Prograring, method of, description of baw 1110 

Programing, procedures followed for MDAP, explans ation of__.- 998-1001 

Programs, implemertation of ; ---<- O60, 300, L111 

Project assistance, breakdown of _ - 7 231 

Psycholo:y of a-rroach to resistance to Soviet Union-- ; iain .. 55, 56 

Publie health technical assistance contracts, table on_- . 351 

Public information on subjects considered in executive session_ __- 672-673 

Public Law 77, acricultural commodities procram under ‘ 160, 167, 171 

Public Law 216, avricultural commodities procram under_ - - 160, 167, 171 

Puerto Rico, Indian actions concernin®, at the U. N 32 

Purjab, technical assistance procram in, success of____ 

Pushtoonistan, independence movement in_ - -~ . (ne taenes ee 

Q 


Quarles, Hon. Donald A., Assistant Secretary of Defense for Research and 
Develo»ment, responsibility of, for mutual special weapons program__ 301, 302 


Quirino-Foster acreement of 1950, reference to _ - cee eee ! 252 
R 

Race problem in relations with India, consideration of___- . 555, 556 

Race problem, reference to oil i sinstnnltdige de ae ana 557 

Radar program for NATO, e xplanation of - sscaguenmepan sn geseke 766 


Radar station in Denmark, importance of _ __ 766 


Radar stations for NATO, location of____- sur Se 
Radford, Ad. Arthur W., Chairman, Joint Chiefs of Staff, statement of, 

May 26, 1954_-___- . inde a metas ce ekt sedi gee Rare oC Oey 
Radio Free Europe, ca mp¢ Mem ab wie Mass COLE A 17 
Railroad aid for India. (See India.) 

Railroads, fuel movement by, impossibility of 3322 VFR TT 
Randall, Clarence B., chairman of group Siena 4-7 to study ‘private in- 

vestments in Turkey-__--_--_- wr pelt BER eee babi 68 
Randall Commission. (See Commission on Forei sign . Economic ¢ Policy.) 
Rearmament, opposition to, in Japan... .......... 22 2csl eee elle 251 


Reciprocal trade agreement. (See Trade agr reement. ) 

Recruitment of personnel, problem of___...._...--...-.--.---.------ 275, 276 
Red army, satellite control dependent on, reference to 
Red China. (See Communist China.) 

Reduction in requirements, explanation of gvesngaee lee 33, 40, 64, 108 
Reed, Hon. Chauncey, Member of Congress (Illinois), appointment of, to 


attend ICEM meeting at Geneva, reference to______..___.._-_-_-- 896, 912 
Refrigerators, French market for, mention of_____-__---- sedte ce ter 318 
Refugee Rehabilitation Organization, existence of.__..__._.....---------- 243 
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Refugee Relief Act. (see also Intergovernmental Committee on European 
Migration): Page 
Administration of, cooperation in... ._. ' 897, 898 
Quotas provided in, redistribution of, possibility of 901 
Reference to___-- 892, 895 
Visas issued under, effect of, on movement of migrants 902, 903 
Refugee relief program, visa applications in, status of, table on_________- 901 
Refugees (see also Aid Refugee Chinese Intellectuals, Inc.; Arab Refugees; 
Emigration; Intergovernnental Committee for European Migration; 
Migrants; Office of the Cor prnisions rr of Refugees; Palestine Refugees; 
Population, movement of; U. N. Refugee Emergency Fund; U. N. Relief 
and Works Agency for Palestine Refugees: S 
Abodes of, nature of 648 
Absorption of: 
In Jordan_ ---- wh aiacmiea diate 649 
In Jordan, Le banon, and Syria ii : 631 
Appeal to Council of Europe to raise funds for néieinaee 1033 
Cost of maintenance of ia celal 648 
Education of__-- 648 
Emergency F und of the Office of the High Commissioner for, U ited 
States participation in, statement in behalf of, by E. Raymond 
Wilson of the Friends Committee on National Legislation_ __- : 870, 
871, 874, 875 
German, contributions for, basis of - - - - - sleiie Sat 726 
German, inclusion of, in program, explans stion of. as 1031, 1032 
Health of, condition of tea see : 648 
Location and number of catinasch ' se _ 1030, 1031, 1033 
Movement of: 
Channels in United States for payment of cost of__- 898 
From Europe, extent of ee ‘ eal 892 
In Far East, extent of 925 
To United States: « 
Effect of, explanation of jean aes ‘ 903 
Extent of__- scutes icine aaa 892 
Number of, in Germany_- ; ; 916 
Orphan children, assistance to, by Musa Alami , 651 
Overlapping in programs for - ---- I TS 359 
Problem of, in Berlin. - 5, 726, 728, 730 
Programs for aid to, relationship of se igi ; . 1027, 1028 
Visas of Nether: ands for, number of t lei: ea 900 
Unification of policy and administration for escape es, 3, overpopulation 
and consideration of - - -_- 911 
Refugees in Berlin: 
Assistance to, apne of 730 
Number of____-- 729 
Refugees in Hong Kong, movement of-.- sala .. 1033, 1034 
Refugees in Jordan, number of 649 
Refugees in Pakistan: 
Condition and location of__- ae 581 
Problem of . 212 
Regional agreements, deve lopme nt of, under U. C harter - 10 
Regional approach to assistance (see also Fle xibility of funds). 
Regional approach to assistance for the Near East, South Asia, and Africa, 
explanation of___. .. 222, 240, 614, 615, 616, 618-619 
Regional approach to assistance for the Far East and Southeast Asia, de- 
sirability of_- neu iad 955 
Regional basis of requests for funds, discussion concerning... 207, 613, 614, 615 
Regional defense, growth in strength of «igi 205 
Regional organization in Far East, statement by cor ymmittee on joint state- 
ment of Hon. Anthony Eden and Hon. John Foster Dulles concerning: 
Text of 252, 253 
Reference to 
Changes in text of 
Regional security arrangements, ene ourageme nt of 
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Reimbursable military assistance (see also Excess equipment): Page 
Balance between purchases and deliveries of, possibility of__-- 936 
Deliveries of, procedures for, explanation of__ ‘ E : 937 
Deliveries of purchases under, volume of woz i JSF 929 
Dependable undertakings of, explanation of _- sire ee 
Direct dealings for, encouragement of _- . 932, 933 
Distinction between purchases under, and commercial purchases _ 933, 934 
Eligible countries and organizations for: 

List of _— sa E 940 
Number of bod sae . 928, 929 
Eligibility for, determination of . ; B 929, 935, 936 
Explanation of ; : 98 
By Leighton Cain, Chief of the Reimbursable Aid Branch of the 
Program Division, Office of Military Assistance, Department 

& of Defense . . . 921, 928-937 
Limitation on_- 931, 932 
Obligational authority for contracts under amount of, March 25, 1954__ 932 
Participants in , Amneid ; 98 
Payment provisions for__ ‘ ._. 930, 931, 933 
In new bill ; Het ee 938 
Liberalization of, explanation of effect of ‘ O87 
Priorities for, determination of. pil ag 4 ora! 932 
Purchases under, type and volume of 929, 930 
Purpose of, as defined in 1950 report of C ommittee on Foreign Affairs. | 928 
Relationship between munitions control and, discussion concerning... 933, 
934, 939 

Requests for: 
Flow charts on 944-946 
Number of____---- . , ooo 933 
Processing of_ : ae BP -. 932, 933, 935, 936 
Status of supply ope rations under, table on- 941 
Tables on___-- : ieee ene id ss _... 940-946 
Types and categories of, statemer ‘ 943 
Volume of boneeas 921 

To Argentina: 
Amount of___- gs 392 
Reference to Lose ae wet 393 
To France, expenditures ‘of, “expl: unation of ____- ... 981-983, 986, 987 
To India, mention of abe ee 556 
To Israel, authorization of_-_-~_- i ooo 486 
To Latin America, explanation of__- + ie oa 384 

Reindeer, Operation. (See Operation Reindeer.) 

Relief and rehabilitation (see also Civilian Relief in Korea; Korea, Re- 
public of; U. N. Korean Reconstruction Ageney; U. N. Relief and Works 
Agency for Palestine Refugees in the Near Kast 

Amount of, request for 1955 _ - 
Korean programs only included in program for 
Percentage of program for 

Reparations: 

Effect on, of agreement between United States and Bonn, Germany. 487, 488 
Payments of Germany to Israel, amount and nature of 
Payments of Germany, Israeli revenues from, amount of 

Requests, aid in proportion to, fallacy in 

Research and development. (See also Weapons.) 

Research and development program: 

Direction of 

Inclusion of United States in 
Integration in Europe of, lack of 
Nature of * : 
Purpose of a 
Shift in use of funds, possibility of - 

Research and development projects: 
Cost. of 
Description of 
Duplication in, possibility of 
Monitoring of 
Negotiations for, status of 





1297 


Research and developntent projects:—Continued Page 
Negotiations pending for, amount of 314 
Percentage of total aid for 303 
Right to use of 302 
tovalties on, amount of 314 
Selection of, in Europe $ . 302 
Type of 314 

Reserve units in France: 

People in 750 
System of, explanation of 749. 750 

Resistance to Soviet Union, psychology of approach to 55, 56 

Resources: 

Data on availability of, reference to 74 
Utilization of, development of 366-868 

Retaliation policy, military assistance program ¢ 

Retaliation, power ol 

Retaliatory power (see alsa New Look 
Flexibility of, necessity for 

Retaliatory power, importance of, to United States 

Reuter, Mavor Hans, death of, reference to 

Review of basis for aid, desirability of 

tevolutionary character of post-World War II era 
Revolving fund basis of the Intergovernmental Committee for European 
Migration, explanation of 892, 893, 898 

Rhee, Synghman, President of Republic of Korea: 

Agreements with 156, 458, 459 
Joint statement of, with Hon. John Foster Dulles, concerning rehabili- 

tation program in Korea, quotation from 158 
Popularity of, in Korea 146, 447 

Rhode Island Red project in Egypt, success of 599 

Rodes, Col. Robert Emmett, attitude of, toward Morocco 23 

Rials, generation of, in Iran 568 

RIAS, results of broadcasts of, in Berlin 728, 729 

tibicoff amendment (see also section 511 
Effect of, on Indonesia 79 
tice: 
Indochina ability to export 201 
Korea, South, ability to export 201 
tichards amendment: 
Continuation of: 
Adverse effect of 742 
Form of 672 
Delivery problem under the 670, 671, 672, 681 
Desirability of, from administrative point of view, consideration of... 670-672 
Desirability of reenactment of 
Effect of: 
On European Defense Community 
On fiscal year 1955 program 
Effective date of 
Effectiveness of 
Explanation of effect of 
Percentage limitation in, consideration of desirability of _..... 670, 671, 672 
Reference to. --_- ee 324 
tevision of, necessity of, to permit deliveries to non-EDC countries 743 
Text of, for fiscal year 1955, request for State and Defense Depart- 
me nts draft of G3 : , poad 672 
Withdrawal of, desirability of ie wets 661 
Richards, Dr. I. A., Harvard Language Sel hool, reference to___-- ‘ 148 
Richards, Hon. James P., statement of, in General Assembly, on . border 
incidents, quotation from Suueeln ba 634 
Ridgway, Gen. Matthew, recommendations concerning spare parts 
supply of, fulfillment of - Lee J : 755 
tinger, Walter M., regional director for Europe, Foreign. Operations 
Administration, April 9, 1954, statement of_ A cel 123, 15 
Rio de Janeiro, ¢ ‘onference on Western He smisphe re Economie Problems 
ee ee I BO wm cnncasennneweetl on 
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Rio Treaty: 
a ig a atl ca ct ae teen, a oe) cae 19, 20 
Reference to 
Robbins, Robert R., Deputy Director, Office of Dependent Area Affairs, 
Department of State, statement of, April 28, 1954--- 
Robertson, Walter, information from, on promises to Korea, reference to. 455, 456 
Rockefeller, John D., gifts of, reference to 
Rockefeller, Nelson, technical cooperation in Latin America, beginnings 
of, under 
Rodes, Robert Emmet, commander, Morocco Post, American Legion: 
Attitude of, toward Morocco 
Statement and e xhibits of - th ORE 1169-1185 > 
Rodimon, Capt. \ , USN, Chief, Foreign Military Aid, Office of Chief 
of Naval Oper: zo 
Statement of: 
May 18, 1954 
May 97, 1954_ 
Roseman, Alvin, Acting Director of the Office of Public Service, Foreign 
Operations Administration, statement of, May 19, 1954 
Royal Air Force (see also Aircraft, Hawker-Hunter and United Kingdom): 
Program for expansion and modernization of 28, 1101-1105 
Use of, in NATO 


Rupees, exchange ratio of 
Russell, Brig. Gen. Samuel C., Chief, Foreign Aid Division, G-4, Depart- 
ment of the Army: 
Statement of: 

April 13, 1954__ 
May 18, 1954- 
May 26, 1954 
May 27, 1954 ' 

Russia. (See Soviet bloc; Union of Soviet Socialist Republics.) 


8. 1766: 
Discussion concerning- 896, 897, 898, 899, 911, 912 
Element of foreign policy and international relations. _........-.--- 912 
Saar: 
Negotiations between France and Germany on, status of 660 
Settlement of, requirement for French ratification of EDC 660 
Territorial question of, reference to 527 
Sabotage of pipelines: 
Possibility of , 776 
Security measures against, explanation of 776 
Saigon: 
Consultations in, on Indochina program 276 
FAO mission chief in, jurisdiction of 81 
Program supervision in 261 
Santa Cruz, roadways in, encouragement of use of counterpart funds by 
Bolivia for 418 
Saudi Arabia: 
Authorization of funds for, amount of 612 
Military equipment to, reference to sale of 
Mission and air installation in, reference to 
Training mission in, reference to 
Scelba, Mario, Prime Minister of Italy, Communist program of 
Schools. (See Training schools.) 
Schuman plan. (See Coal and Steel Community.) 
Schwarzkopf, Col. Norman, mention of 
Scorpion Pass incident in Israel, mention of 
Screening process: 
Effect of, on program for India, request for explanation of 
For infrastructure programs, explanation of 
For NATO countries: 


Explanation of 1C0, 101, 102, 103, 104, 108 
For offshore procurement contracts, statement for the record on_. 1199, ‘1200 
Levels of 108 
Reference to, concerning railroad assistance to India 
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Page 
Scripps-Howard, articles of, on South Korean food shortage, reference to_. 199, 


200, 201 

Sears, Roebuck: 

Representative of, in Egypt, survey by, of consumer goods market_- 597 

Technical training by, in Latin America_- 
Section 511 (see also Richards amendment): 

Agreement under, with Iran___. 

Airbases under, possibility of requesting 

Continuation of, desirability of 

Effect of, on Indonesia DSi ate ; ; 

E xplanation : ann ‘ : 133, 135, 1 36 


Ireland’s unwillingness to sign ad 131, 133, 135 
Section 550 (see also Agricultural commodities; ; Surplus agricultural prod- 
ucts): 
Afghanistan aid under, reason for____ 195 


Agricultural commodities programs under Ss a 160, 167, 168 
Agricultural commodities under: 
Amount obligated for 173, 183, 184 
Under, sale of__- : . : ; c 180 
Basic policy on 196, 197 
Completion of transactions under, amount of _--- 172, 173, 174, 183, 184 
Explanation of effect of - - - - ; 93 


Explanation of tables and chs arts on , . 73, 74 
Far East and Pacific assistance under __-_- ; 261 
Funds for cS 195, 196, 197 


Japanese assistance under _- 258 


Limitations on use of agricultural commodities under 165, 
175, 178, 184, 187, 197 

Near East programs under, lack of , ; 194 
Opposition of American Farm Bureau F ederation, e expl: anation of 857, 
858, 859, 860 

Procurement authorization under, table on ; 168 
Discussion of____- bie ; a et 


Procedures followed under ; . ie i 198 

Retention of, desirability of_- ; amas 76, 179 

Subsection (2) under section (b), use of — 198 

United Kingdom purchases under, fiscal year 1954, ¢ 1 34—735 
Security (see also Sabotage) : 

Extensive use of word_. ; ; “eat s 199 


Lack of, due to newspaper coverage : me AE 673 
Precautions for, of pipelines, explanation of __-- wakes aa 776 
Precautions in France and Italy for ; ; : . 781-782 
Security authorizations, basis of all assistance 46 
Security requirements for technical assistance personne 1, effectiveness of _- 359 
Security requirements of the United States _. 92, 93 
Senate Finance Committee, hearings before, on “deductibility ‘of contribu- 
tions from income taxes, reference to eS ; = 655 
Servicio, explanation of ___.- Seat 398 
Seventh Fleet, effect of cancellation of orders of _ _- 13 
Sewell, Col. Walter E., University of Iowa, recommends ations of, for devel- 
opme nt of self-sufficient combat units in Latin America _. 385-386 
Sewell, Col. Walter E., University of Iowa, reference to letter of, | concern- 
ing use of military personnel _ - - - Sc Sa el 384 
Sewing machine factory, unemployme nt in, relations ship of, to offshore 
procurement_-_____----- aoe 
Shipments (see also Deliveries; Equipment): 

Defense Department study of 

Lag in, an of 149, 150 

Status ‘of. _ : a cnounn sR eee 

Taxation on, extent of, statement on... 

Method of indicating ____. eee 72 
Shipments of aircraft to Y ugoslavia, projection ‘of 719 
Shipments of ammunition to NAT O, amount and source of ; 780, 781 
Shipment of arms to the Near East, extent of__- - 5, 486 
Shipments of military equipment to Europe, amount of : 669 
Shipments to Europe amount authorized - - -- 2 , 146, 147 





Page 
Shipments to Far East, status of - — - - 1001, 1002 
Shipments to Korea, lag in, effect of ‘ 154 
Shipments to Latin America, status of .... 882, 383 
Shipments to the Near East, South Asia and Africa: 
Tables on 
Explanation of 
Shipments to Spain, time lag in 
Shipping See Ocean freight subsidies.) 
Shipping capacity, effect of, on Western defense 298 
Shipping charges, amount for ‘ 118 
Ships see also Vessels 
Construction of 
In process or on order, number of, table on_ _- oé- a ee 
In process, classes of, table on 1162 
Deliveries of, explanation of amount and type of a . 1003, 1004 
Loans of, explanation of . : . 1004 
Offshore procurement of: 
Amount of 107 
Explanation of 309, 310, 317 
Revision in program for, justification for 309, 310 
tequirements of Indochina for, explanation of ‘ _ 1005 
Ship tankers, arrival ot, time required for 776 
Searcity of 776 
Shishakli, General, Government of, in Syria, reference to 612, 613, 653 
Signals program for NATO. (See Telecommunications projects for NATO.) 
Sinai Desert, reference to project in the - ‘ 242 
Sinai Peninsula: 
Irrigation of, explanation of project for-_--- 640 
Reclamation project on, mention of_- in 129, 6380 
Singh, common name of Sikhs in Punjab 4 520 
Singh, J. J., India League in America, attitude of, toward foreign aid 8 S80 
Skoda works, source of artillery used in Indochina, mention of 20 
Small arms. (See Arms, small.) 


Social Hygiene Association, report of, on narcotics in Korea, reference 459 
Socialist Party: 
Congress of, time of, effect of, on French EDC debate__- 660 


Strength of, in France__- 5 ; “ 5 peaied. 660 
Soldier of Yugoslavia, quality of__- Bio ns a 718 
Soldiers, cost of maintenance of: 

Amount of- ae ele ian ied 682 

Explanation of figures on- --- copes . 682 

Cc omparison of the United States, i 1ers_ owe . » 667, 682 

Overseas : x P er 278 

teference to... ~- sinsial in a 7 = ve ea ee 

Tables on -- 153-155 

To the United States in recipient countries, consideration of - 667, 682 
South America. (See Latin America, Pan American.) 

South Asia: 

Mutual defense support for_- oo re 29 

Program for 1955 for__- . cae a hy 
Southeast Asia, necessity for unity of action in +> nse BO 
Soviet. (See Communism; Communists; Union of Soviet Socialist Re- 

publics.) 
Soviet bloc: 

Asian exports to, extent of- 5 bvenatle 1100 

Communist people under control in_ - -- 8 

Escapee controls of, statement for the record concerning, submitted 

by Laurence A. Dawson, Chief, Escapee Program Division, FOA._ 926-928 

Imports of, from Japan, amount of __- 1100 

Participation of, in United Nations Children’s F und, extent of... 845, 846 

Power of attack by - 

Strategic material shipments to, ‘volume of : 1009 

Trade of free world with, chart on a 1085 

Trade of free world with, commodity composition of, chart on 1087 

Trade of Norway with 43 
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Soviet bloc—Continued 
Trade of OKEC countries with: age 
Chart on_ 2 1092 
Explanation of 1091 
Trade of United States with, chart on 1086 
Trade pattern of 1093 
Trade with: 

Effect of war on 1092-1095 

Importance of, chart on 1090 

Justification for 1088, 1089, 1093, 1094 

Period of greatest volume of 1094 

Opposition to 19. 1092, 1093 

Spain: 
Agreements on base construction in and economic aid to, concurrent 
negotiation of _ 694, 695 
Agreements with, reference to 688 

Text of 700-710 
Agricultural commodities program in 126, 160, 161, 167, 170, 172 
Agricultural imports of, use of defense support for 690, 691 
Agricultural program in: 

Development of 

Request for 
Agricultural workers in, number of 
Agriculture in, productivity of 688, 
Attitude of: 

Toward program 695 

Toward trade with Soviet bloc, explanation of 1089, 1091 
Base arrangements with and program for 89 
Base arrangement with, reference to 
Base construction in: 

Amount requested for 

Contracts for, number of 

Cost of, as of December 31, 1954 

Counterpart earmarked for peseta costs of_ 

Expenditures for, estimate of 

Explanation of 

Subcontracting proviso for 

Type of- 

Bases in, effect of defense support on cost of 
Capital equipment in: 

Assistance for 

Imports of, amount of, agreed upon 

Status of aa 
Citrus crop of: 

Damage to, result of____- 

Failure of, effect on Israel of : . 
Commitment to, give economic aid to 7 694 
Consumption in, amount per capita ocak bs ; 

Cotton imports by, use of defense support for_- 690, 
Counterpart in, use and source of - - 689, 691, 7 
Defense agreement with, text of = ca 
Defense expenditures of: 

Amount of__- 

Percent of gross national product of 
Deficiencies in, nature of - 
Deliveries to: 

Extent of 

Lag in 

Amount of 

Direct forces support for 
Dollar shortage in, effect of, on imports . 
Economic aid agreement with, text of and annex thereto 
Economie aid for ace 

Amount of, fiscal years 1954 and 1955__- ; 

Expenditures for, fiscal year 1954, estimated amount of - 

Obligations for, fiscal year 1954, amount of 

Termination of, possibility of - - - - Ze 
Economie situation in_ 

Electric power production in, proposed expansion of 
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Spain—Continued Page 
Employment of native workers in anor’ . 696, 697, 
Force basis of, consideration of_ 693 
Foreign exchange position of, effect of, on imports. Netw knewss Marlee TO 
Foreign exchange restrictions in, inadequacy 
Foreign exchange resources of: 

Increase in, source of_ ; ¢ 
Rednetion of, amount and source of - 688, 689 
Franco, Generalissimo, of, successors to, selecti 712 
Fuel in, assistance for_- 
Government of, popular support of - 
Gross national product of - 
Imports of: 
Effect of foreign exchange position on_ 713-714, 715 
Mutual defense support assistance for, utilization of 690, 691 
Information program in: 
Extent of__- 
Restrictions on, lack of___- 
Leed time in items for, effect of, on program. 
Location of, strategic importance of____ 
Military aid to, commitment on, fulfilment of, possibility ‘of... 
Military Assistance Advisory Group in: 
Activities of _ 
Responsibility of 
Military strength of: 
Contribution to collective mney, reference to 
Deterrent to aggression_____ ~~ 
Mutnal defense assistance agreement with: 
Tex relief annex and interpretation thereof to, texts of 700-702 
went 68.25% cmcitet 698-700 
Mutual defense support essistance for .. 29, 30, 35, 123, 126, 127 
Amount of, high proportion to usable milits ary effort 694 
Amount of, per man. i cineca on 694 


Fiscal year 1955, amount of cee eee a ee a aa 


Mutual eee support for: 

Amount of, fiscal year 1955 

Proposed emount of - - - 
Mutual defense support in, breakdown of amounts in 
Mutual defense support assistance for, proposed use of -_- -- 690, 691 
Mutual defense support assistance for, through fiscal year 1954, 

amount of 4 ; leeds 688 

Mutual development assistance to. ‘ : ‘ 53 
Navy supervision of base construction in ae 724 
Pesetas blocked bv, statement on s Saree sidesiesalil 714 
Policv of United States toward _- 3 ks 35 
Population of ae ; dite 689 
Program for, explanation of 4 ehian 687—688 
Programs for, fiscal vears 1950—54, value of __ el ew 7 a a 693 
Reference to special program for CP ees BS anil perce 90 
Results in program for, lack of ev idence of _ _ - ; ie hots wail 693, 695 
Security of bases in, maintenance of poset 697 
Shipping i in, assistance for ¥ ecaii St tis f 126 
Special loan to, 1951, amount of __- be : Sd esl a ok aes panera 688 
Statistics of, unreliability of____- ; laa 688 
Survey team to, use of 
Technical assistance to: 

Development of program for 

Request for i er 
Timelag in shipments to _-_--- 
Tractors in, number of ‘ . ieee eve 
Trade agreement with, lack of, consideration of effect of 
Trade discrimination by, statement on___--- é 
Trade policies of, effect of, on American business- ---- - 
Training of officers of, beneficial effects of _ _ _ 
Training program in, fiscal year 1955, reference to 
Unemployment in_ - 
United States personnel in__-- 





Spain—Continued 
United States personne! in: Page 
Projected number of j ute. ai 724 
Restrictions on, lack of a Re ; i 697 
Wheat imports of, amount of_- Oi Eero oe 688 
Spare parts: 
Cost in program for he : 104 
Deliveries of: 
Lag in_- Lean 9, 150 
Percentage of 52, 753 
Distribution of: 
Example in Korea of problem of - - - - ate JR 53, 754 
Possible extent of_- : panes a 754 
Evaluation of offshore produc tion of en ‘ 313 
Fifth Armored Division, stock of, for tanks, me ntion of- 752 
For Far East, lack of necessity for 1001 
Funds allocated for, sufficiency of__-_- dis: bes 752 
Improvement of situation in ; ; 2, 753 
Inclusion of, in agricultural e quipme nt program for Spain___- a 696 
Licensing for production of, necessity of .....__-- ; 751 
Problem of, termination of, forecast of ‘ 755 
Production of: 
In Europe: 
Development of capacity for -- ‘ , bes 305 
Result of _ - ; ‘ 752 
Difficulty of cre ating foreign facilities for__.__-__- 751, 752 
In France, extent, of : aia : 751 
Recommendations of Gen. Matthew Ridgway concerning supply of, 
fulfillment of__ 3 : _ ; ; 755 
Shipment of, to France, anticipation of__ , ee’ vs 750 
Supply of, in future____- Silke Lb ori 5, 106 
United State s type, necessity for, in France- ; ; 751 
Special economic assistance. (See Economic assistance, special.) 
Special food package program: 
Table on ; ‘ i 
Report on 
Special Study Mission to Southeast Asia and the Pacific: 
Filing of report of, as House Report, mention of ‘ 
teport of, reference to 7, 263, 245 5, 277, 
Special weapons. (See Research and dev elopment weapons, and Weapons.) 
Stalin, Joseph, statement of, concerning inevitable war of capitalist powers, 
reference to____- 973 
Staff, field, reliance on recommendations of 3 549 
Standard Oil withdrawal from Suez, e xpls anation of ; 597, 598 
Standardization of equipment, sales policies effect on, reference to___.. 937, 938 
Standardization of weapons, extent of __ 318 
Stassen, Hon. Harold E., Director, Foreign Operations Administration: 
Letter from, to Hon. Robert B. Chiperfield, June 4, 1954, concerning 
U.N. Refugee Emergency Fund tub. Lae BE I0S 
Negotiator for Coal and Steel Community loan, men ition of 659 
Statement of: 
April 6, 1954__-_- oa ‘ co ie 27 
ek a 4 st 59 
April 27, 1954___-- pall wbtaeliehss 329 
June 8, 1954 1083 
Supervision of foreign aid programs by- i ; ; : 98 
Trip of: 
To India_ - _- caress j , 38 
To Korea, reference to_ __------ Es 456 
State, Department of: 
Agricultural commodity policies of__-_- ~~ 
Discussions on Korea between the Subcommittee on the Far East 
and, reference to ; 
State, Secretary of. (See Dulles, Hon. John Foster.) 
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Steel: Page 
Indian requirements for, explanation of 540 
Materials and products of, in program for Is rael, amount of____--- 494 
Production of, in India, inade quacy of __ ; . 525, 540 
Shipments of, to India, program for bibwantadin ae , 224 
Suna yn of, for brass, encouragement of 327 

Stevens, C. Leigh, consulting engineer in the field of management, state- 

ment of I a a iin s 1061—1068 

Stewart, Maj. Gen. George C., Director, Office of” Military Assistance, 

Office of Secretary of Defense: 

Duties of, explanation of - 
Statement of: 
April 8, 1954 ‘ ; : a 91 
April 9, 1954_- ‘ iba ; : 5 141 
April 13, 1954 . 213 
April 14, 1954__- ‘ sesh ieee to Seb on SEE 254 
April 27, 1954__.-- a 565 Sh 354 
April 28, 1954 Be Sid be 381 
May 3, 1954 en wd ‘ 486 
May 27, 195 968 
May 6, 1954._..-- , ba she 15 569 
May 7, 195 sa . ; E 600 
May 10, 195 7 -™ . - ; 637 
May 12, 1954____- Di 5 Skip 664 
May 18, 1954_- Sas hilt anaes ieee me 693 
May 14, 195 3 sien 723 
May 18, 1954- sare : 747 
May 26, 195 . 949 
Stone, Margaret F., statement of, in be half of U nited Nations C hildren’s ~ 
Fund, June 3, 1954 5 sal 1167-1169 
Stone, Wyman, Director, Ce ntral Are a, Latin Ame rican, Foreign aera 

tions Administration, statement of, April 28, 1954 _ ne 402 

Storage, problem of, in deliveries of equipment to E uropean “Defense Com- 

munity countries, anticipation of _ - ; ee sie ae 

Storage of equipment, problem of, due to inability to make deliveries_ _ - 670, 

672, 681 

Storage of fuel, quantity of, explanation of 7 

Stough, Ada Barnett, letter of, to Hon. Robert B. (¢ ‘hiperfie 1d, ( ‘hairman, 

Committee on Foreign Affairs, May 19, 1954, s submitting article on 
UNICEF for the record _- Satin de vi 1144-1146 
Strategic list: 
Nature of 
Review and revision of_ 

Strategic materials 
Exchange of ail ural commodities for 
Production of, authorization for encouragement of 

tepayment of loans with, possibility of 
tepayment of loans to India with, possibility of. 
Shipments to Soviet Bloc of, volume of 

Subcommittee on the Far East, State Department. discussions on Korea 

~ with, reference to__-- icahn es 

Subcommittee on Foreign Economic rw hearings of, on East-West 

trade, reference to 

Subsidies for ocean freight, st atements on_ 

Subsidization of ammunition plants, nece ssity for < 

Substitution rather than consumption, agricultural commodities problem _ 


189, 191 


Suez Canal: 
British responsibilities in, effect of, on United States foreign policy_. 626, 627 
Security of, British maintenance of - Sul 592 
Suez, Gulf of, Standard Oil holdings in, withdrawal of, explanation of. 597, 598 
Sugar 
Iranian imports of: 
Amount of_ 
Source of_ 
Supplies. (See E ‘quipme nt. 
Supplies and equipment, ound on, in program for India 524, 525 





Supplies: 
Status of programs for: 
Chart of 
Explanation of 
Supporting units, explanation of 
Supreme Allied Command, Atlantic (SACLANT) eligibility of, for reim- 
bursable military assistance 929 
Supreme Allied Command, Europe, (SACEUR) forces committed to 740, 741 
Supreme Headquarters, Allied Powers Europe (SHAPI 
Cost of operating, inclusion of, in mutual defense assistance 28 
Eligibility of, for reimbursable military assistance ; . 929 
International administration of, program for : 17 
NATO headquarters, reference to 669 
Surinam, program in, reference to 419 
Surplus agricultural commodities (see also section 550, agricultural ecom- 
modities; Commodity Credit Corporation 
American Farm Bureau Federation statement for the record on_. 1197-1199 
Amount of: 
And type--- ; ; : .. 1036 
In fiscal year 1955 program 163, 164, 167, 179 
Programed for the United Kingdom ; weed pate 732 
Distribution of, in Korea, possibility of = 877 
Legislation concerning, discussion of proposals for... 856, 857, 858, 859, 860 
Ocean freight charges on shipment of, inclusion of 
Re commends ations of Americar Farm Bureau Federation for. 
853, 856, 857, 859, 860 
ales of, to United Kingdom, fiscal year 1954, amount of__- 734, 375 
eparation of programs for arms and, objection to_ ; 692 
hipments of, tables on ; .. 1153, 1154 
Statement and tables for the record on, by Wynn C, Fairfield, honorary 
chairman, American Council of Voluntary Agencies for Foreign 
Service, Inc : 1147-1154 
Transfer of, for assis stance to Dependent Overseas Territories in 
tO 613 


Views of Wallace J. ( ‘ampbe ll, director, Washington office, Cooperative 
League of United States of America, on . 880-885 
Survey mission to the es recommendations of, basis for program_- 252 


Survey teams, use of wane od be 230 
Sweden, economic assistance to. slit od i ne 4 124 
Switzerland, export credit facilities in, statement on . 425 
Syria: 
Agricultural commodities program for, lack of__-- - wbet ; 194 
Agreements with, lack of - _- ese j ; pa EE Te 610 
Arms, agreement with, lack of p = ead ; J ss 485 
Contingent fund for_- ; : 611 
Contingent fund for, utilization of ras . 611, 612, 613, 614, 615 
Development projects in: 
Reference to oie 650 
Status of 611-612, 653 
Peeied weovernmens it... .........80-L5eees. cule. i 629 
Government of, change in, method of, discussion of ... 628-629 
Government of General Shishakli in, termination of, reference to___ 612, 613 
Grain surplus in, reference to-- ---- ms 2 E 653 
Illustrative program for, amount of, fisc al year 1954, statement on___ 613 
Jordan River allotment suggested by engineering committee for 641 
Jordan River allotment suggested for, by the Tennessee Valley 
Authority : ss ahah amabon iid _. 640-641 
Literacy of . ‘ ; 628 
Loans for developmental assistance in, possibility a [ ie 194 
Military government in_ -- - - 629 
Political situation in, effect of, on de velopme nt project _ pubs: > GSR 
Program in, lack of ; ‘ 492 
Refugees in, status of - E 648 
Transfer of funds from, discussion of - - - - 611, 613, 614, 615 
U. N. agreement with, concerning refugees bie big 612 
UNICEF program in, continuation of, by rec ipient country______- 838 











1306 





T Page 
Ts eer inl, mie of... + 8 ee eS 972 
Tanker trucks, use of, comparison of, with local pipelines ae OE ES 774 
Tankers. (See Airplane tankers; Ship tankers; Tanker trucks): 
ee, Gy On vine didetenieb ade aie 776 
Tanks: 
Pricing of, comparison of, Europe versus United States____....._._- 304 
NY MiG Stes 2 ee ep Be eS ttn me eed wh ebe a 70 
Water, in India, dese ription ‘of. a eetee uet gow 6 ge 
Tasca, Mr. Henry, determination of Korean economic requireme nts by, 
reference to s és SN eee tase seteasesn des stcaaes 442, 453 
Taxation for offshore procure ment, justifie ation of___ ah sell ee eas 
Taxation on ietnaie. extent of, statement on we pisugedéce.) Shap eae 
Tax, exemption from, of contributions to Israel 487 
Tax payments on infrastructure in NATO, limitation on use of funds for, 
proposal of, consideration of -_--_-_....--.--.------------------- 783, 784 
Tax quotient on infrastructure for NATO, variations on sey _.. 783, 784 
Tax relief annex to the Mutual Defense Assistance Agreement with Spain, 
text of c Skee soe eceeeaeas canciedeieeneemaue tie ire eine 700 
Tax system in Israel: 
Peeeee ee ooo oo oo ee bani al best tt et epee: a= 490 
Statement on ps 491 
Taylor, Gen. Maxwell, supervi ision of Civilian Relief in Korea program, 
De sisal ta ssmtin coe Aad ve 438 


Teacher-training school of Organization of America an States: 


PUG ohne og ck ce Peptide ese eee 407, 408 
Request of, for librarian : 407 
Technical assistance (see also United Nations Expanded Program of Tech- 
nical Assistance): 
IN Or go FT oe woke ec eae. DES Se 375 
Agencies of, enumeration of_____.._._..._--- bk eh ere ie taeda 804 
Agricultural commodities I oe aid. eevee 166 
Amount of, available for expenditure _ - - - ; .. 332, 334 
Amount of request for, deficiency of - - - - - Baten es : 358 
Amount of, request for 1955... _-_- 27 
Andrews, Stanley former Director of, correspondence of, November 
and December OO tet ie as ee eT os 1047-1050 
Assumption of, by Latin American countries ; 395 
Bilateral and multilateral programs for, in Latin America, coordina- 
tion of ee ee sbbicas iii bow GO GIO 
Bilateral programs for: 
Advantages in_ _ - say .. 365, 366 
Advantages of multilate ral progr: 4m Over. _- ’ 3 872 
Political implications of, reference to : { F __... 797-800 
Preference for, in Latin America ts .. 411-414 
Presentation of 329 
Bilateral versus multilateral: 
Approach to ; . 797-802 
Criteria for determination of end eae ea 803 
Host country decision concerning f 801, 802 
Breadth of___- sabes weak a 208 
Breakdown of amount for: 
By categories 330 
Objection to divergent policy on it 536, 537 
Caribbean territories to receive, number of s 374 
Chicago, University of, survey by, of___-__-- Seay 358 
Characteristics of M acne, 331 
Coffee production in Guatemala, increase in, possibility under___._ 402, 403 
Commission on Foreign Economic Policy recommendations on, quota- 
tion of __- ai 2G ISreR, Tis 792 
Communist opposition to oS PEL as. lc 390 
Cost of, comparison of, complexity of__---..-.-.--.-- J ai 421 
Competition in : ‘ de on j oo 859 
Concepts underlying ‘ ductors SESS 
Congressional vote cn programs fo r, Significance of _. .362, 363 
Continuation of program of, by host country, consideration of - 843, 844 
Contractors for, types of 334 
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Technical assistance—Continued Page 
Contracts financed by, statement concerning and lists of . 3384-353 
Contracts for, number and types of, for Latin America 379 
Contributions of Latin American Republies to projects of, reference 

to chart on - 101 
Contributions to multilateral programs of: 
Limitation on 413 
Percentage of 
Cooperative nature of, in Latin America: 
Chart on 
Discussion concerning 375. 
Coordination of, explanation of 357, 411, 413, 414, 802, S04. 
Coor ination of programs for, in Lat meric: 1} 113, 
Country programs of, number of 
Criteria for 
Criteria for dete: mination cf multilateral versus bilatera 
Definition of, quotation of, from presentation books 
Degree of importance 
Desirability of, in Indonesia 
Development assistance incluced in 
Distinction between cevelopment assistance and 
Duplication of efforts in, elimination of 
Feonomic Cevelopment of Latin America through, possibility of 
Feucational program, success of 
Fffect of, on ability of host country to continue program, 
of 
Fmphasis on 
Flexibility of programs for 
Good will, generation of, by Latin American program of 
Good will resulting from 
Guatemalan attitu’e toward 
Health programs of, explanation of differences between multilateral 
and bilateral operations in 803, } 
Health projects initiate? by, transfer of, to hest countries 397, ; 
Humanitarian consi’erations for 
Illustrative programs for, deviations from 
Institutional approach to 
International Development Advisory Board comments and recom- 
men“ations concerning, excerpts of 
Reference to eS - a 
Investments arising out of, in Latin America, competition for 


365, 366 


orn 
210 


) 
l, 


$18, 421 
Know-how, percent of 
Latin American share in, increase in, reference to chart on and Cis- 
cussion of $20), 
Lead time on, explanation of 332, 33 
List of countries receiving and amounts for 1954, statement of 808, 
Long-pull approach to-- 
Long-term concept of: 
Congressional Cecision on 
Explanation of 365 
Long-term nature of_, 206, 207 
Long-term program 358, 359 
Meeting of program ¢irectors of, in Lima 53 
Methors of programs for 330, 331 
Military missions personnel, use of, in 360, 361, 384-387 
Multilateral and bilateral programs of: 
Desirability of support of, statement on S09 
In Latin America, coordination of 109-410 
Multilateral program for: 
Advantages in 365, 366 
Acvanteges of, over bilateral program 72 
Multilateral piograms for: 
Preference for $11—414, 797-799, 801, 802 
Preference foi: 
In Latin America 411 
In Southeast Asia 
Scope of 
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Technical assistance—Continued Page 
Multilateral versus bilateral approach to__- , .. 797, 798, 801, 802 
Multilateral versus bilateral: 

Criteria for determination of ene 803 
Host country decision concerning ; - ...-. 801, 802 
Nature of 4 t 29 
Nongovernmental, coordination of / ; 357 
Non-self-governing territories, amount of 799 
Organization of American States program for: 
Amount for . 330 
Nature of ‘ ; 410 
Percentage of program >- 38, 41 
Personnel for, insufficiency of ‘ i 358 
Personnel for: 
Security requirements for___--.- . , Sidend 359 
Shortage of : psencaas GUks OUe 
Source of atid 331 
Pilot projects financed by, purpose of . 367, 368 
Point 4, unilateral program of ; oe 797 
Projects in Latin America under, transfer of responsibility for, to 
host governments, statement on _- s ....--. 398-400 
Psychology of 1 aoisait “- : : 406 
Public knowledge of, extent of 391, 392, 401, 402 
tecipient countiies preference for bilateral program of, due to type 
of assistance pian ica 801 
tecognition of United States contributions to, extent of os 799 
Recommendations of American Farm Bureau Federation concerning 854, 
858, 859 
Reduction in, in the Near East___- o<k=s (Seg BUS 
Reexamination of programs of, necessit; for 414 
tegional training projects in Latin America___-__-__- ale cote 368 
Russian suggestions to India on,__- ° ‘ 557 
Shortages in United States deterrent to, nature of nowns GU B02 
Scope of programs for ; ; aa : eiitha wade 330 
Screening of requests for » ical . 358 
Technicians for, recruitment difficulties for___ j 330 
Trainees from Latin America in United States under program for__.... 375 
Training, contracts with American University for, financed by, table 
on : pats 336 
Training programs for, coordination of, with military training pro- 
grams-_ 360--362 
Training projects established in Latin America under, nature and 
purpose of 
Types of: 
Basis of recipient countries request for - — - 
In which United States participates __ 
United Nations activities in, program for- 
United Nations program for, amount for 
Venezuelan committee of, field of _- ‘ at ha NE eet adel ad 
Views of Wallace J. Campbell, director, Washington office, Coopera- 
tive League of United States of America on_ sac ie edinisetchaiorahaian a ee 
Technical Assistance Board (sec also U. N. Expanded Program of Technical 
Assistance, organization chart of): 
Functions of, explanation of - - — - -- 
Technical assistance to: 
Afghanistan for road rehabilitation, reference to 583 
Arab States, amount of____--- 652 
Burma, discontinuation of 
El Salvador: 
Duplication of programs of - - - -- 
Education program in 1954, lack of-__-- -- 
Education program, fiscal year 1955, amount of request for 
Nature of. ...... 800, 801, 803 
Types of 
Europe 





1309 


Technical assistance to—Continued 
Egypt, amount of, 1952 and 1953 
Amount of, fiscal vear 1955 
Chicken project of, success of 
Community projects under 
Increase in, explanation of 
Long-range concept of educational program under 
Projects under, delay in, cause of 
Projects under, explanation of 
Public knowledge of 
Technicians and trainees for, number of 
Technicians and trainees for, problems in recruiting 
Termination of, prospects of 
Use of 
Visible short-term results of 
Formosa 
Haiti, health program in, 1955, amount proposed for 
Hyderabad, India, success of 
India 
Amount of 
Fiseal vear 1955 
Agricultural program of, nature of 
Amount of 
Assumption of, by host country, anticipation of 
Attitude of Minister of Finance toward 
Breakdown and amount of 


592 


31, 


599 
599 
599 
595 


2, 593 
598, 


599 
1011 
843 
520 

31 
208 
536 
524 


, 240 


Community projects developed under, significance of 518-519, 
Comparative breakdown of illustrative and actual program for 


1954 for 
Edueation program of, people’s desire for 
Emphasis of, on supplies and equipment 


524 


Health program of, assumption of, by host country, possible antici- 


pation of 
Health program of, people’s desire for 
Health program of, problems concentrated on by 
Illustrative versus actual program of: 
Discussion of 
Table on 
Primary purpose of 
Psychological effects of 
Success of, Communist recognition of 
Technicians available for, relationship of program to number of 
Technicians from the United States in 
Technicians in, number of 
Training centers for, number and location of 
Village development program of, expansion of, fiscal vear 1954 


Village development program of, location, number and success of 


513 


543, 


Indochina, amount and nature of 
Indonesia 
Iran: 
Application of funds for 
Beginning of 
Critical letter concerning, quotations from 
Director of, criticism of 
Effect of: 
On Mossadegh government 
On will to resist. —- ~~ -- 
Effectiveness of, reason for_._- . . bu 
Justification for ee ihe 498, 500, 501, 
Prime Minister’s statement concerning 
IOC mites a : 2 
Israel: 
Agricultural development under 
Amount of_ ; 
Fiscal year 1955_. igh eel ttm sian 
Summary at 
Unobligated balance of, amount and proje ected utilization of _ - 


45700—54——_83 


31, 


541 
413 
524 
520 


362 
544 
525 


549 
548 
551 
520 
514 
558 
543 
558 
543 
544 


542 


544 
On 


“04 


252 


23] 
504 


, 490 


499, 


503, 


{89 


500 
504 
504 
504 
571 


132 


602 
652 
610 
609 
608 
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Increase in 1954 program for 





Technical assistance to—Continued Page 
Jordan, problems in_ i : . aa 3 81 
Latin America : : 31 

Amount and purpose of contribution to 366, 368, 369, 371, 372 
Amount of, justification for increase in 369 
Amount requested for_ 374 
Education program: 
Fiscal vear 1954, amount of penal 7 807 
Fiscal year 1955, amount of request for___--_- 807 
Emphasis of programs for, nature of : 378 
Explanation of procedures for- Bo. 375 
Increase in, reason for 400, 401 
Preference for multilateral programs of . 410 
Projects of, chart on- Facing 377 
Public knowledge of, extent of 392, 401, 402 
tepublics to receive, number of 374 
Request for views of mission directors on popularity of multi- 
lateral 414 
Stimulation of commercial sales, by 4 377 
Totalitarian attitude toward 389, 390 
Transfer of responsibility for, to host countries, desirability of 406 
Undistributed items for 7 129 
Near East, amount of ; --. 207, 208 
Near East and Africa, amount undistributed by country in 128, 129 
Pakistan: 
Amount of 13 
Amount of, fiscal year 1955 ‘ 576 
Panama, extent of 396 
Paraguay, nature of 802 
Peru, chart on project of 378 
Philippines, amount and nature of 252 
Punjab, India, success of 520 
Spain: 
Development of program for 713 
Request for 713 
Thailand 7 252 , 260, 1009, 1010 
Venezuela: 
Amount of 3 394, ¢ 
Breakdown of i 394, 395 
Contributions to, comparison of 389, 394 
Explanation of aS _.... 387-389 
Proportion of contributions to, statement on_ Touboek 406, 407 

Technical exchange program in Europe: 

Extent of__ : ae a Sen. 664 
Statement on coe A ae eS a ce 

Technical order compliance kits, amount for L Pipl nn Sadie SS 

Technicians: 

Civilians 4 7 80 
In Jordan, attitude toward . y a 81 

Teheran, dam in, reference to . 4 a 495 

Telecommunications program for NATO: 

Delay in, due to lead time SAA OSE 766 
Items included in s 7 ea 766 
Location of network of RE ROY “See oe Seen as ee 766 
Status of, statement on 766 

Tennessee Valley Authority, study by, of the proposed Jordan V alley ‘devel- 

opment, suggestions in Fe a 640 

Tentative nature of fiseal year 1954 programs, discussion concerning - -_--~ 726 

Tenth Inter-American Conference. (See Caracas Conference.) 

Termination of program, possibility of _ _ ‘ aon Se toe eee oe 

Thailand: 

Amount of funds requested:for...... =... - ~~~... ace Sh ees 262 
Attitude of, toward India : ' : ni aes oe 238 
Communist threat to- Bet eee i. 6 
eonans Gmanee 40... = ws nn aap mene reece ae 258 
Economie conditions in, exple anation of____- Aes _. 1006, 1007 


262 


“ 
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Thailand—Continued 
Forces of, military potential of 
Health centers in, development of 
Military assistance to: 
Program in force of 
Results of : 
Military strength of, development of 
Mutual defense assistance for 
Obligated funds for, amount of 
Pay scale of servicemen in, table of 
Population of 
Program for 
Technical assistance programs i! 
Technical assistance to, ae scription of completed project ot 
Trade balance of, amount of 
Tiberias, Sea of: 
Evaporation of, consideration of 
Identification of 
Utilization of, by Jordan, possibility of 
Tibet: 
Agreement on, between India and China, mention of 
British position in, inheritance of, by India 
Communist China control of, extent of 
Indian position in 
Treaty between India and Communist China on, terms of 
Tillage process in India, change in, effect of 
Tin, Bolivia dependence upon 
Title for program, consideration of 
Tito, Marshal Broz: 
Effect of UNRRA aid on power of 
Trieste information released to the press by 
Tobacco: 
Amount of, in surplus agricultural commodities program 
Demand for, under section 550 
Toluene, shortage of, in Europe : 
Tourists in Austria and France, reference to 
Tractors, number of, in Spain 
Sale of, in Peru, increase of 
Trade (see also East-West trade. 
Communist pattern of 
Expansion of, recommendations for, by American Farm 
Federation 849 
Russian intentions concerning 
Trade agreement between India and Russia, nature of 
Trade agreement with Spain, lack of, consideration of effect of 
Trade agreements of United States, general application of 
Trade between U.S. 8S. R. and Germany, extent of 
Trade channels (see also Private trade channels 
Private, use of, under section 550 
Trade conferences, international, recommendations concerning, 
American Farm Bureau Federation 
Trade discrimination by Spain, statement on 
Trade in Europe, restrictions on 
“Trade not aid,” reference to slogan of 
Trade patterns, agricultural commodities program, effect on 
175, 178, 


Trade policies of Spain, effect of, on American business 
Trade restrictions of the United Kingdom, relaxation of 
Trade with Communists, review and revision of policies on 
Trade with Sov iet bloe, opposition to 
Trainees, comparison.of military and educational 

English speaking, ability of 

Utilization of, check on 





Page 
462 
L009 
254 
254, 954 


3l 


252, 260, 1009 


) 


835 
LOOS 


644 
642 


644 


160 
518 


57 
672, 673, 674 
i 180 
197, 199 


327 


738 
696 
378 


1093 


Bureau 


854, 857, 858 


51, 52 
557 
712 
712 
730-731 
198 
by the 
853, 854 
714 
124 
193 
165 
184, 187, 191 
714, 





Trainees from Latin America under technical assistance program, number 


of 
Trainees in the Far East and Pacific, number of 


45700—54 &4 
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Page 
Training, amount for ee ie a chi 7 ‘: ee 142 
Funds for, for Latin Americans, use of _ _ - ceed lt eat ates aa a ah a 383 
Military, inclusion of, in mutual defense assistance.__.___________ acti 28 
Training activities, explanation of ; Seer 2 
Lag in, explanation of a hares : 150 
Training facilities for NATO (see also Land training facilities for NATO): 
Location of . . mn cs ental cis ies iaeeeta iti hala he 77: 
Training facilities of France, adequacy of : aha ae he 4 749 
Training in the Far East and the Pacific, amount of program for_-_-_-__-__- 257 


Training missions in Iran: 
Type and results of_- ; i a: 6 ie ad ot eg hn ane oa eaiiae d 497, 503 


Types of Soin eaemern 57 
Training of Army officers of Iran, results of pacain ieee Sick 570 
Training of foreign military personnel, supervision of________-__- schtaee aie 98 
Training program: 

Amount of e on site is Seiecachiain ahiafeseamied , 114 

Followup on = in osee - -- enna nce . 573 

Spaces in s . soll Sten coeetieo 148, 149 
Training program for Europe, status of iss tn rcs a rch ina encip op 149 
Training programs 

Chart of bet sk aid bs alaicodece 9 sara oeciieai heck gn ti 112 

Explanation of x apie ph aataeks 114, 115 

Coordination of military and technical assistance ; ... 360-362 


Training programs in the Far East and Pacific: 


Table on_-_.- e cig ehbeereicee cae 256 

Explanation of _ paride italae ‘ bbinAke a 257 
Training in France, mobile units of _ ___ Pith oe 749 
Training programs in Latin America: 

Nature of, explanation of_____--_-_- in In fee dang te Baraat etait 387 


Procedure in .---. 382-383 
Training programs in the Near East, South Asia, and Africa: 


Table on__- me ; sla Sat eine jac le area 215 
Explanation of a tected =, 
Training projects, regional, in Latin America, establishment of ____-_- = 368 
Training schools in: 
Germany, use of epee ‘ 749 
North Africa, reference to Tae ers 749 
Training technical assistance contracts, table on ; 336 
Transfer of funds (see also Flexibility of funds 
Amount and effect of, discussion of, in connection with aircraft... 993, 994 
Amount and nature of~ - : eee : 1108, 1109 
Breakdown of 620, 621 
Effect of, on program Seaiis 614 
General Accounting Office rule on ; 617 
Indian railroad equipment financed by 550 
Legislative authority for, discussion concerning use of .. 620, 621 
Necessity of provision for ; 499 
Objection to 613, 614 
Percentage of al 620 
Procedure followed for . ae im 46 
Prohibitive limit on, possibility of 550 
Feport on implementation of provision for naa 1108, 1109 
tetention of provisions for 222, 223, 233 
Rider to appropriation bill for, explanation of .. 616-618 
Section 101 (b) possibility of ‘ 621 
Section 513 (a), amount of, actual and anticipated 621 
Section 513 (b), breakdown of ‘ _ 620, 621 
Section 513 (b), reference to . aes 619 
Table of, for fiscal year 1954 s . 1106 
To Bolivia, amount and application of : 379 
To Indochina, necessity of ._- : 34, 46, 616 
To Indochina, necessity of . : 616 
To Iran: 
Justification of ‘ 614, 618, 619 
To Svria, discussion concerning 611-615 


Use of provisions for, contrary to congressional action 619, 621 
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Transfer provisions: Page 
Adequacy of . 46 
Amount available for Indochina under 55 


Importance of: 
Illustrations of 


In Near East 233 
Transferability clause, application of, to Korea, possibility of ee : 159 
Transjordan (see Jordan): 

Population of - 649 
Transportation, development of, in India 211, 224-226 
Transportation technical assistance contracts, table on E 342, 343 
Trapnell, General, replacement of, reason for 292 
Travancore-Cochin, elections and religious composition of, mention of 512 
Trial and Error, by Chaim Weizmann, reference to. 609 


Triestef 
Agreements on: 


Inaccuracy of information on ieee 674 
Release of, to the press, by Marshal Broz Tito_- : . 672-674 
Contribution of, to cost of movement of migrants, amount of 894, 89S 
Overpopulation in, temporary nature of problem of 904 
Refugees in, aid to, amount available for 1029 
Security of information concerning, necessity for maintaining 672-674, 677 
Settlement of, effect of, on Italian ratification of EDC ou 661 
Territorial question of, reference to nites ia 527 
Tripartite declaration. (See Palestine.) 
Troops: 
Composition of, in Dien Bien Phu ‘ 7 85 
Cost of maintenance of: 
Consideration of Operations Research Organization, study of 665, 
666, 676 
Explanation of figures on Shapes sae 682 
Overseas, maintenance of, United States cost of pee ee 278 
Ppaegne Oe, ROG DOLIOY CONSETINOE.... 6c a cena nosin cuwkuccasunsbews 278 
Troop support: 
In Indochina, use of agricultural commodities for._............... 189, 197 
Use of agricultural commodities for_ ; sasha ein) ate ie ata aaa 191 
With agricultural commodities, possibilit y of__ “se ond meainieed SAN 198 
Tuberculosis, UNICEF program on, description of : 839 
Tunisia, UNICEF program in, continuation of, by recipient country_-_-_-_ 838 
Turkey: 
Agreement between Pakistan and: 
Opposition of India to___......------- wee atte desicat 16 
Reference to- -- - si dice ana netaaaaKe 205 
Reference to effect ‘of, on Near East problems. pects oi 179 
Aggression against, threat of--- --- ie bas es pisost 2G ae ‘ 92 
Aid to: 
Necessity for_-_-- - a we hale e Gm e-ac iste 4 
Table on amount of, as of December Be, CORR oid cwicd a 65 
Air Force units in, increase in-_-- - iets. eee 143 
Armed forces of, contribution to NATO of, reference to____-_____- 4 669 
Army program for, amount of__._----------- ‘ 28st 2 217 
Assistance to, evaluation of. _......-. 204-206, 208, 209, eee 234 
Attitude of, comparison of, with India_- __- iwenee Sees CGE ees - 229 
Capital equipment for, nature of- ~~ ----- oe attain Te ord 66 
Contribution of, to Korea- - - - s sabeaaeleafucte oh as sma teh dae aes veh: eat Ace 229 
Currency weakness nares sto oho asa ae 63 
Defense agreement between Pakistan and: 
i Oi Pi CD cninecncencedten diab acd wadiacouwun 586, 589 
Obligations of United States in_--- gee “3 590 
Possibility of broadening - - - 586, 589 
Deliveries to, as member of international organization, possibility of. 720, 721 
Direct forces support for, reason for 1014 
Economic aid to, explanation of - - -- - -- ‘ ‘ _.. 65-66 
Economic conditions in_._--~--------- id wi eal tale cet ree 214 
Explanation of data sheet on 60-67, 70 
Fighting spirit of, reference to 521, 522 
Food for, domestically raised 66 


Forees of, cost of maintenance of - 234 
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Turkey—Continued Page 
Forees in, strength of 234 
Guaranty on investments in 68, 69 
Inflation ir 62, 63 
Israeli exports of citrus fruit to 604 
Jet aircraft in, use of 242, 1110-1111, 1112 
Materiel for, amount for 1954, explanation of 64 
Military aid to 

Attitude of Iran toward 510 
Comparative need for 510 
Initiation of 214 
Military burdens of, extent of 209 
Military equipment of dl, 2a 
Militarv hardware for, amount of 208 
Military items for 28 
Military strength of { 
Mutual defense assistance for 31, 65 
Amount of 73, 223, 224 
Mutual defense support assistance for, amount of 209 
Mutual defense support for 29, 65, 66 
Reduction of 208 
Narcotics trade in 69 
Objective in 67, 68 
Private enterprise in, development of 7, 68 
Private investments in, encouragement of - — 63 
Program for 1955 for, details of 62, 63 
Ratio of gross national product to defense expenditures 62 
Reciprocity by 229 
teference to aid to J 21 
Spirit of, comparison of, with India tig 521, 522 
Standard of living in 62 
Transfer of funds to, amount and nature of _ 1108 
Treaty with Pakistan 4 
U 
Underdeveloped countries, type of assistance to, discussion concerning 
polic; yon 492-493 
‘Undistributed by country,” explanation of category of on 128-129 
Undistributed items, breakdown of 2 ad aa 2, 143 
famenlonaed: 
Diversion of offshore procurement for relief of ‘3 : aE 107 
Impact of foreign aid on, determination of aii 444 
Impact of offshore procurement on . 23, 
24, 50, 78, 306-307, 308, 309, 310, 311, 313, 314-315, 316, 317 
In ammunition factories, mention of ____-_-_- i eet : 957 
In Europe, mention of _ _- wie 163 
Justification of aid to Europe in view of, in the United States_ 1109 


Unemployed in Iran: 
Compensation of, with 
Unencumbered funds, amount of 
Unexpended balances 
Allocation of aunt a ‘ 
Amount of ; . : 
Amount of, for 1953 mutual defense assistance 


Availability of, for Indochina_ ‘des 


Carryover of, for Korean and Chinese stude nts_. 
Definition of 


Drs aft Is anguage on 4 


Estimated amount of, for technical assistance 

Explanation of data on, for Near East, 

Operation on, rather than new funds, possibility of 

Summary of, August 1953, to date ; aia 
Union of Soviet Socialist Republics. (See also Communism, 

Soviet.) 

Aggression by, nature of 

Aid to India by, possibility of 

Air strength of i 


United States funds, explanation of 


Africa and Asia____- 


»-+--- 572-573 
: 139 


see also Obligation of funds unobligated balance): 


33 

3 3, 34, 48 
49 
991 
1037 
76 
77 
332 
73 


1036, 


Communists, 
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Union of Soviet Socialist Republics—Continued Page 
Arab-Israeli problem, side on, taken by 204 
Atomic threat of, effect on collective security 24, 25 
Attitude of: , 

Toward Arab-Israeli problems 228 
Toward treaty for Austria 85 
Toward unification of Germany 88 
Contribution of, to UNKRA, lack of_. 147 
Deviation of policies of, since the death of Stalin, lack of, reference to 973 
Divisions in, number of 146 


Eseapee controls of, statement for the record concerning, submitted 
by Laurence A. Dawson, Chief, Escapee Program Division, FOA_ 926-928 


Goals of _- : 8, 9, 14, 90, 204, 478-479 
Gold payments of, effect of : LO84 
Gold, requirement for use of, by 52 
Gold shipments of 51 
Infiltration tactics of, superiority of 241 
Influence of, in Afghanistan, statement on 584 
Influence of, on Arabs 178-479, 480 
Israeli exports of citrus fruits to : 604 
Israeli trade with, nature of 639 
Jews in, possible emigration of ae 178 
Military strength of. ; 90 
Military strength of, compared to Communist China_- 23 
Motives of, multiple nature of 204 
Naval strength of, effect of, on Western defense capacity 298 
Near East objectives of ; t78-—479 
Notes of, to Greece, reference to 220 
Pakistan and, construction project in Afghanistan by, proposal for 583 
Pipelines of, reference to 775-776 


Political relationship of, to Communist China, Czechoslovakia, Hun- 


gary, and Poland ee : 23 
Propaganda center of, in Israel 655-656 
Proximity to, effect of, on eligibility for credit___ , 585 
tesistance to, psychology of approach to- 55, 56 
Technical assistance in India, success of, recognition of, by--- - 513-514 
Trade agreement between India and nature of 557 
Trade intentions of 51, 52 
Trade between Western Germany and extent of 730-731 
Trade of Norway with, necessity for 57 
UNICEF participation of, lack of 817, 342, 845-846 
Veto misuse by , ; 10 
Veto of, on Arab-Israeli resolutions 204, 479 

United Fruit Co., claim of, against Guatemala, explanation of - 104 
United Jewish appeal: 
Average contribution of, to Israel___- : aes 652 
Contributions of, to Israel, utilization of - — — - 654, 655 
United Kingdom (see also Hawker-Hunter planes; Aircraft, United King- 
dom; and Royal Air Force): 
Aircraft for, provision of, in fiscal year 1955 program ____ 739 
Aircraft of, availability of, for NATO _ 1102, 1104, 1105 
Aircraft production program for, proposed amount of - - ~~. --------- 664 
Aircraft program of, percentage of British contribution to- - - - 742 
Aircraft programs in, distinction between 321-322 
Aircraft purchases from, amount of program for- eae  leeare 732 
Air Force of: 
Assistance to, purpose of - - - ; / ; : ; 741 
Comparative strength of , : c 1101 
Importance of, evaluation of 5 F908; 1102 
Increase in units in - - oe ee eh 7 eet tian 143 
Modernization of: 
Financing of - ------- = eee ay eae ee ae 732, 734 
Necessity for__------ ste c— 737 
Progress in_ _-_- S } : 713 
Purpose of assistance for-__- ; oes : 743 
Special aid to, reference to 90 
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United Kingdom—Continued Page 
Army of, status of . sinclar aes aes etaien st midepwadens 733 
Association of, with European Defense Community, requirement of 

statement on nature of, for French ratification of EDC__.------- 660 
Budgetary support for, amount of ..- 321-322 
Congressional intent concerning aircraft program for, | circumvention 

of _ ; ic weeadceainicep ed nel eeeis 6 eee 
Cotton e xpenditures for, amount of ‘ Eck cpin wrens a ereeew ene 737 
Counterpart in, use and source of__- a -- 732, 735, 737 


Defense expenditures of: 


Amount of pikes cantatas 732 
Rate of gross national product of____---_------ . me ears 732 
Defense support for: 
Amount and breakdown of___ wn tie 732 
Fiscal year 1954: 
Distribution of 737 
Legislative intent concerning, implementation of, explanatio ion 
of ; .--- 734-735, 736, 737 
Pro rata amount of ‘ ssiale ec iene Sees areal 734 
Direct forces support for: 
Amount and necessity for___-_-- , cand ntwtitin Ra ee 
Mention of ac - 3 il eal Ss cain 687 
Divisions of, number of : 5 ak OR akan cig ae eee oa-<ee 201-162 
Economic assistance to aes paces inns dahl ss be tar-demaae aie es 29 
Economic situation in a . 732 
Foreign exchange position of _- ; : wikia th ; 732 
Free list of, nature of a acted ae Saath “pate 662 
Grain expenditures for, amount of a acardacad cand Ge 
Industrial production in, expansion of, rate of - a dinie hid arisen aeecinhels 732 
Military Assistance Advisory Group in, size of ; 733 
Military equipment for, source and amount of funds for, fiscal year 
1954 ; aa slic 737 
Mutual defense assistance program for: 
Amount of: 
Fiscal years 1950-54 catew ie Reuiaiie ces oun ackiara 733 
Fiscal year 1954 Se Sine eae ae ahaha san 733 
a Bll Ra Se al Re oF ile Ran 733 
II is so a ee 733 
Mutual defense financing for, amount and purpose ike: wchnubae 740 
NATO commitments of: 
I 0s sa sia. Kl ta eicrndllaial ms ame nie ant st ear AO 740, 741 
Development of ee 733 
Sr Sc eeu hewn 733 
Personnel involved in programs hd are panied 733-734 
Program for: 
Fiscal year 1954, amount and breakdown of-_....-.----------- 734 
TGR) SORE LEO, DUTOOUD WE 6 cicnen tas conaneen dda deedese bans 732 
INN of oe es at ls Je aaidisienl neni 732 
Surplus agricultural commodities programed for, amount of__-_------ 732 
Surplus agricultural commodities purchased by, fiscal year 1954, 

I a a he a shea 734, 735 
Trade restrictions by, relaxation of__._....----------------------- 732 
UNKRA, contribution a i wate el 447, 448 

United Nations: 
Arab acceptance in, of refugee plan__...........---.-----------.- 630 
ee ES SARI 6 ec now ke oan bcken acaachyenant ar 479 
eeeares cerres, 0006 20, OT G82. oe nh crew nons 481 
Arab-Isracli problems, efforts concerning, effectiveness of. ._...----- 228 
Arab refugee assistance by: 
Ee er to Cn OL, wails piaeiet sameness 242 
Importance of RSs. ge ee 242 
Arab refugee program. (See United Nations Relief and Works Agency 

for Palestine Refugees in the Near East.) 

Armistice negotiations of, in Israel, discussion of____..-.---.----- 632, 633 
Authority of, in Korea, statement of the Secretary of State on_-_--_--- 432 


uthorization of funds for, fiscal year 1955, recommendations of 
American Farm Bureau Federation concerning_--..--.--------- 858 
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United Nations—Continued 
Collective security within the (see also Pacific Pact and regional Page 


_ agreement) --_ - Se : : : : a c 10 
Communist China representation in, opposition to_____- 246, 249 
Contributions to budget of, percentage limitation on, effect of, on 
technical assistance program 794 
Indian obstructionism in, reference to report on ea 522 
Indian representative to: 
Activities of 2 532 
Attitude of, toward United States, reference to : a 553 
Indochina, recommendation to bring before 15 
Israel agreement with, concerning Jordan River, United States repre- 
sentations concerning 634 
Israel boundaries, responsibility for, of 605-606 
Jordan’s budget, extent of support of, by ; 627 
Jordan invitation by, rejection of 632, 633 
Jordan River diversion problem before Security Council of the, status 
of ; Loe 643 
Jordan Valley plan of, action dependent on in AE cel 82 
Jordan Valley village development by gee 650 
Kashmir negotiations of, status of / 7 527 
Kibya incident report submitted to, reference to the : ; 634 
Korean action of, comparison of, with Indochina 987, 988 
Korea activities under, advantages of ; ; ‘ 449-500 
Mixed Armistice Commission of the: 
Activities of _— _- ee a a .-. 632, 633 
Withdrawal of Israel from 181] 
Nonregional programs for support of activities of, reference to ; 31 
Organizations of, in Latin America, direction of - - - 411 
Puerte Rican item on agenda of, Indian actions concerning ee 532 
Programs for, presentation of _ - : 787 
Report on, by congressional delegates to Eighth General Assembly, 
filing of, as House report- _- - mien 460 
Report on Eighth Session of the General Assembly, quotation from, 
concerning refugee statute 1032 
Revision of Charter of, reeommendatic s of American Farm Bureau 
Federation concerning : ; 855 
Specialized agencies of, programs of, coordination of, with technical 
assistance programs : : saleby 804, 805 
Soviet misuse of veto in the 3 - 10 
Soviet motives in, concerning Near East ; 479 
Syrian agreement with, concerning Arab refugees : 612 
Truce enforcement machinery of, analysis of differences in 632 
TVA plan for the Jordan of the, reference to 192 
U. 8. participation in, statement in favor of, by E. Raymond Wilson 
of the Friends Committee on National Legislation 870 
Veto in, of USSR on resolution concerning Arab-Israeli dispute, effect 
ins. j 479 
United Nations Children’s Fund (see also United Nations International 
Children’s Emergency Fund): 
Allocations of: 
By geographic area through December 1953, table on 824 
By type of assistance through December 1953, table on - - - 825 
Shift in areas receiving, chart on 826 
Shift in types of, chart on_ - - 828 
Article concerning, by George J. Hecht, publisher of Parents’ maga- 
ae 1144-1146 
Beneficiaries of, table on__-- ; : . 829, 830-831 
Budget of, amount of, calendar year 1954 813 
Central account of, allocations from, March 1954, by area and pro- 
gram, table on . a 825 
Collaboration of, with WHO 838 
Competition of, with nongovernmental organizations, lack of 845 
Containers of equipment for, recognition of source of, due to markings 842 
Continuation of program of, by host country, consideration of -__- $44 
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United Nations Children’s Fund—Continued 
Contributions of 


Effect of: i 
On ability of host country to continue program, considera- Page 
tion of 844 
On children 816 
In Latin America ; ; 411 
Contribution to 
Amount of, 1947-53 816 
Amount of request for fiscal year 1955-_ - - - - ‘ 787, 816 
Central account of 
Amount and percentage in 1953 819 
Amount of, in 1953 817, 818 
And allocations from, local and central account of, 1953, table on. 823, 
824 
Fiscal vear basis of 816 
Fiscal year 1954 and 1955, source of-_ — - . i 816 
1947-53, United States and other governments, table on_ 820 
1947-54, by country, table of 821-822 
1953, total amount of 817, 818 
1953, United States amount and percentage of - - - . vhaaia 819 
Reduction of, amount of - eek 816 
Reduction of percentage of, effect of, on children _ -_- 813 
Reduction of percentage of, explanation of c 810, 811, 812, 813 
feduction of, proposal for a . 788, 810-811 
tequest for, fiscal year 1955 las sail Cited 28 
Coordination of 
With WHO and FAO, recognition of : , oe 842 
With WHO, explanation of _ _- 814, 815, 844 
Cost of 
Comparison of, with bilateral program - - - . 844 
Reduction in 4 846 
Countries assisted by, number of oe 817 
Criteria for determining projects for assistance by: 
Discussion concerning 838-839, 840 
Statement on : ee 836 
‘“‘Emergency”’ deleted from title of, explanation of = 845 
Emergency relief assistance by, nature of ; 818 
European receipt of, percentage of ss 817 
Goodwill resulting from contributions to : c ce 843 
Handicapped children’s program of, nature of -- : 7 : 815 
Health programs of, description of 839 
Indefinite basis of 810, 817 
Local contributions to: 
Amount of 817, 818 
Amount of, 1953, table on 823- 824 
Nature of 817 
Malsria control program of, description of 839 
Maternal and child health and welfare programs of: 
Primary aim of aie 818 
Recipients of, names of__- 817 
Motion pictures on programs of, desirability of showing - - 847 
Name of, change of, explanation of - - - 817, 845 
Nonregional program for ‘ 31 
Nutrition program of, in El Salvador, statement on_- . 841-842 
Pledges for, number of governments making - - - a 816 
Presentation of ; , 810 
Programs assisted by, rumber of _ - : alates 817 
Programs of: 
Continuation of, after termination of U. N. assistance, state- 
ments on 5 arn phe areisi a soma gr wigan taal 836-7-8 
Recipients of, number of, statement on_- ae .- 829-831 
Types and extent of, statement on_- ; , - 829-831 
Types of, summary of-_- a : oe 839 
Projects ot: 
Amount of, fiscal year 1955-_ _ - ¥ 813 
Delay in approval of- . 812 
Necessity for determining priority of_ “ 812, 813 


Type of, comparison of, with WHO- ... 815, 844 
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United Nations Children’s Fund—Continued Page 
Purpose of_- 810, 816-7, 818, 838 
Qualifications for receipt of R17 
Recognition of United States contribution to, diseussion of 842, 843 
Shift in areas receiving, chart on ; 826 
Shift in type of allocation of, chart on 828 
Soviet participation in, lack of 817, 842, 845-846 
Statement of Margaret F. Stone in behalf of, June 3, 1954 1167-1169 
Tuberculosis program of, description of 839 
Type of assistance given by, comparison of, with WHO 815 
Types and extent of programs of, statement on- cs 829-831 
Types of programs of, enumeration of 817-818 
United States participation in, statement of E. Raymond Wilson of 

the Friends Committee on National Legislation favoring 870, 

872, 874, 875 

Yaws control project of, nature of 840 
United Nations command, protests by, against Korean Armistice viola- 

tions 11 


United Nations Economie and Social Council, alloeation of funds to, fiscal 
year 1955, recommendations against, by American Farm Bureau 


Federation 858 
United Nations Educational, Scientific and Cultural Organization: 
Collaboration of, with UNICEF and WHO, reference to 815 
Latin American program of, lack of 111 
Staff of, nationalities of, table on 846 
United Nations expanded program of technical assistance: 
Activities of, mention of _- 31 
Allocation of funds of, statement on 835-836 
Amount of___- c 330 
Calendar year basis of, problem of 791, 793, 794 
Commission on Foreign Economie Policy recommendations concerning, 
reference to_ .. 792, 798 
Completed projects of, statement on 832-835 


Contribution to: 


Fiscal year 1953, source of 792 
Fiscal year 1954, percentage of 794 
For 1955, amount requested for 790, 791, 793 
For 1955, increase of, over fiscal year 1954, amount of 7 793 
Percentage of: 
Considering local costs contributions : 794 
Goal of 788, 794 
Reduction of 788, 794 
Reduction of, effect of 798 
Coordination of, explanation of 357, 802, 804, 805 
Criteria for determination of use of, rather than bilateral program 803 
Criteria for determining programs of, statement on_ - - “ 832 
Criteria of : . si " 219 
Demonstration equipment supplied by - - - ; ; 793 
Duplication of efforts of, elimination of_- 798 
Education program of, in Latin America, statement of amounts of, 
1953-55 - ieee 807 
El Salvador program of, nature of - - - 800-801, 803 
Explanation of differences between United States programs and__. 803-804 
Experts recruited for, number of ; . 792 
Fellowships provided by, number of, in 1953 js 792 
Financial arrangements of, statement on___- wc io clan. 


788, 793 
795, 798 


Goodwill resulting from - - — - wine tee 
Haiti program of observation of, reference to 


Health centers in El Salvador sponsored by, number of_- 803 
Health program in El Salvador sponsored by, description of-_---- . 795-796 
Host country decision as to preference for - - - - - “a ....-. 801, 802 
Indian program of, amount of_- 538 
Industrial development in El Salvador sponsored by description of. 796-797 
International administration of _- iat i 47 
International Development Advisory Board comments and recom- 
mendations concerning, excerpts of - - ~~ ----- slenens Senet ee 


Reference to_____- 794 
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United Nations expanded program of technical assistance—Continued Page 
Latin American program of coordination of, with bilateral programs - - 410 
List of countries receiving and amounts for 1954, statement of... 808-809 


Multilateral approach of: 
Advantages in- 


Criteria for determination of use of, rather than bilateral program - 


Recipient countries preference for 


United States support of, desirability of, statement on 


Organization chart of 
Paraguay health program sponsored by, extent of... 5) 
Percentage limitation on contributions to, effect of... 
Pledge for: 
Amount of, subject to congressional approval-_ 
Conditions to, enumeration of 
By other governments, amount of 
History of ae 
Increase in, by other governments for 1954_ - 
Presentation of 
Projects of, completion of, dese ription of 
tecognition of United States contributions to 
Request for: 
Fiscal year 1955, amount of__- 


Fiscal year 1955, percent of calendar 195 5 ) program fa 


Soviet participation in, extent of 


797-799, 801- 


-- 790, 791, 793, 


791-793 
791, 


.. 832- 


787, 793, 
ree 791 


United States contribution, fiscal years 1953, 1954, and 1955, compar- 


ative summary of 


United States participation in, statement in behalf of, by E. Raymond 
Wilson of the Friends Committee on National Legislation. 872, 874, 875 


UNICEF: 


(See also United Nations Children’s Fund.) 
Amount of, available for Korea, in 1954 
Name of, change of, explanation of - - 
Use of, to label supplies 


United Nations Korean Reconstruction Agency: 


Activities of 
Advisory Committee for: 

Composition of - 

Election of members of_- 

Personne! of 
Amount of request for, fiscal year 1955 
Carryover for, amount of, requested 
Component of Koreah program today 
Contributions, bv governments to, statement of _. 
Contributions of Canada, France, U 

to, amounts of : 

Contributions to, ratio of 

Distortion of, possibility es 
Impact of, extent of 
International administration of, program e3.: 
New York office of, function of__ 
Obligation of funds for: 

Amount of-_ 

Rate of, prospects of 
Personnel of: 

Location of 

Number of__-- 

Reduction in_- 

Table on 

Type of - 
Program for 1954, amount of 
Responsibility for, extent of 
Symbolic nature of - 
United States policy toward 
Unobligated balance of funds for: 

Amount of 

Fiscal year 1954, estimated amount of 


Qo! 
bs 


438-439, 


ot ve ee 


250, 262, 431, 


. 5. S. R., and the United Kingdom 


440, 447, 
450, 


gag we 467. 468, 
a 3B SM 467, 


797-799, 800-802, 872 


803 
802 
809 
806 
802 
794 


794 
790 
794 
794 
794 
790 
-835 
799 


794 


, 194 


846 
790 


876 


OO > 


43 
34! 
84: 
466 


-467 
467 
467 
439 
439 
435 
448 


447 
451 
451 
449 

47 
468 


437 
437 


469 
468 
468 
469 
468 
437 


| 
| 
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United Nations Refugee Emergency Fund: Page 
Authorization for, mention of _ - Se ee oe 788 
I’xplanation of amount and program for ress a quia ace wees 


Justification of United States contribution to, statement and support- 


ing tables for_- 1021-1027 
Letter from: 

Hon. John Foster Dulles to Chairman Chiperfield, concerning 1019 

Hon. David McK. Key to Hon. Harold E. Stassen, concerning 1021 


Hon. Harold E. Stassen to Chairman Chiperfield, concerning. 1020, 1021 


Presentation of justification of program for sien 1019 
United Nations Relief and Rehabilitation Agency: 

Reference to_-_- os 7 ale ; 21 

Request for, in Poland, lack of nece ssity for. a. 736 

Results of aid by, to governments 56, 57 
United Nations Re lief and Works Agency for Palestine Refugees in the Near 

East (see also Arab refugees; Palestine-Arab refugees; Refugees): 

kixpenditure of funds of, amount of Se 652 

International administration of program for. 47 
United Nations Relief and Works Agency, Jordan Valley project: 

Amount of support for, by ‘acne : ; 644 

Financing of, by ae ara ne: stb 640 

Reference to_- ~ 236 

Refugee resettlement activities of 646, 648 
United Nations Relief and Works Agency - for Palestine Refugees: 

Statement on . 242-243 

Summary of contributions to, as of April 20, 1954, table of_______-- 647 

United States contributions to . 646, 648, 652 

United States partici ipation in, statement in behalf of, by E. Raymond 

Wilson, of the Friends Committee on National Legislation.._..._... 870, 


873, 874, 876 
United Nations Technical Assistance Administration, functions and status 


of, explanation of_- catia aot z ; ere : _.... 804, 805 
United Nations Technical Assistance Pledging Conference, ‘alternatives 
faced at... ..- es ok ap ope : 790 


United Nations Technical Assistance Program. (See United Nations 
Expanded Program for Technical Assistance.) 
United Nations truce supervision officer, Jordan assistance to, in Scorpion 


Pass incident, reference to__......-...------ width cfabvticcedia ts somules i 632 
United States: 
Air Force pilots of, in Indochina, lack of _- el ee alias ee aa 
Alliance of, with Britain _- -- 2 : 628 
Arab States border incidents, represe ntations conce ring of. 631, 632, 633, 634 
Armed Forces, size of - aaa : 666 
Attitude of, toward European Defense Community, requirement of 
statement on, for French ratification of EDC____.-.-.------- . 660 
Coal and Steel Community loan, amount and terms of-- ------ “a 659 
Commitment of, in Israel_ IA ES, diate salstaink eciacin ec orgy Us a 
Defense budget ‘of, basis of _ : 682 
Defense expenditures for, re duction in obligational authority for___-- 296 
Expenditures of entering international balance of payments, state- 
ment on, reference to_-_-- : eM a ahdiccieia 458 
Expenditures of, in Japan and Korea, comparison of __----------- 457-458 
Jews in: 
Influence on policy of, reference to_-_------ $n an ochpnanseen eat 481 
Possible eonapetion a RE i Sai wc sh ed wc enna 478 
Kashmir policy of - et 2 as wks ah malta aiid Ge 527, 531 
Maintenance costs of service “pe rsonnel of, table on-- edna 156 


Near Eastern policy of, trend of _- 

Pay scale of servicemen in, tame Gf.......... sid : 

Responsibilities of, in Egypt - - -- - Ba docile 595 
United States Technical Assistance Administration, operations of, ex- 


480, 481, 482-483, 484 





I ge, iid cpihletowis s 804 
Unity: 
European, reference to possibility of - — - --- -- alah mista re $ 
Necessity for, in Indochina_ - - -- - - ag abe oui rere Se Ee 
Necessity for in Southeast Asia..............-.-.-----..--. er 
Need of free nations for. _.......-...-.---- Jia ios tae omnes wevlgremeallis: a 
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Page 
nity of action, clarification of concept of - Secale fs ba aan 22 
Iniversities, technical assistance contracts with, table on _...-. 343-346 
Inobligated balance. (See also Expenditures, obligation of funds, unex- 
pended balance, unobligated funds.) 
Inobligated balance of development assistance fund for Israel, + Sepent: 
tion of ae 607 


Tnobligated balance of funds for NATO infrastructure, fise al year 1954_ 769, 771 


Unobligated balance of funds for NATO infrastructure program, fiscal 
year 1955 - 769 
Unobligated balance of funds for te c hnical assistance to ‘Israel, ‘amount and 
projected utilization of : 608 
Unobligated balance of funds for United Nations Korean Re construction 
Agency, amount of ace : 431 
Unobligated balance of funds for UNKRA, fiscal year 1954, estimated 
amount of ; Seances Ds ree rete “ee 439 
Unobligated funds: 
Amount of a _ 48, 74, 75, 76, 109 
For 1953 : eee cane 76 
For offshore procurement ee 4 354 
For special weapons___- Coane ee ‘ -- 115, 116 
Comparison of, with 1953___- ‘< 76 
Justification for as = feet) 77, 78, 109 
Necessity of, for programmed requireme ere ne ne 75, 76, 77, 78, 109 
Reason for- ar athe . 109-110 
Unexpended balance, breakdown into categories, request for- - - ----- 77 
Uruguay: 
I en a ws Sl eo ws Ae el eis eas 467 
Military assistance program in____-.-.._--------- 7 7 ; a en 
Military assistance to, reference to_-_-- 6 391 
Mutual defense assistance agreement with, conc aa RI 370 
Vessels purchased by, number and type of__---------------------- 930 
User-builder principle of procurement, explanation of _ - - - . 310 
Utilities costs for NATO training facilities, host country contribution of - 773 
Utilization of funds, discussion concerning : sre aed 460-461 
Vv 
Van Fleet, Gen. James A , Korean study by, in process____.____------ . 9 @52 
Veintiane, FOA subchief for Laos in_ ; sal a4 a nies ine a , 81 
Vehicles in program for Israel, amount of__- Soe PA caw ekw Rew aeanoe 494 
Venezuela: 
Attitude of, toward communism_- ----- eae schanwes eee abe 409 
ARE ES FP CREE Biss ain a re Snes eee anc Gea nae eee 388 
constructions of, comparison of, with United States____..._-.---- 389, 394 
Contribution of, to technical assistance programs, comparison of, with 
Haiti = PQS DL aso e awee Weide 420 
Counterpart funds in, lack of ____-- Laced Sete ke Da ete sad 407 
Economic condition of, reference to- cpu See Web erate veus 412 
Economic status of citizens of __- 4 73 Je Sete ee 405-406 
Exports of, destination of - S dG baelduwndabsuaewen 409 
Exports from, destination of, iinet. <u, .c.ccabhseseeae Jtipk tt 524. 409 
Financial status of _ _. : St eR A, lk Soe "387, 388, 395 
Gold reserve of, condition of ___-___- = ss ences the helainins arieank a oe 395 
Labor force in ya 8 SS 4 ES 1h ee i es 388 
Military assistance to, lack of : ‘ Jvsiouve a pelo 391 
Oil exports by, to Israel ee ee. hey POSE 484 
Teacher training program in, operation of, by Organization of Ameri- 
can States ss ies e's piinnwcs gene Re TODDS Css. See 407 
Technical assistance in: 
Amount of sa fad ss te ele sa cbeots abaceustavucs 394, 395 
breakdown of , eRe. 2 ... 394, 395 
Technical assistance committee of, field of - LweeHEeeeowmerow +. 414 
Technical assistance in: 
Determination of amount of, dependent on U. N. aid-_---_- Ls 413 
Expansion of, reason for-_- Ciitsstrovabpeokseaei sod ewe 406 
Proportion of contributions to J see GL I86 406 


Proportion of contributions to, stateme nt on__...___.------. 406-407 
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Venezuela—Continued Page 
Technical assistance program in, contributions to 387, 388-389, 394 
Technicians in: 

Cost components of, statement on 388 

Number and cost. of 387 

Trade with Iron Curtain countries, lack of 109 

Types of programs in 389 
Vessels, purchase of, under reimbursable military assistance provisions, 

number and type of 930 


Vessels. (See also Ships.) 
Vessels: 


American, provision requiring shipments in, effect of 1099, 1100 
Offshore procurement of, in Europe, cost of 310 
Pricing of, comparison of, Europe vs. United States 304 
Veterans, dismissal of, pursuant to provisions of Mutual Security Act, 
explanation of, by American Legion S61 
Veterans’ Preference Act of 1944, congressional intent concerning, dis- 
cussion of ; 861-862 


Viet Minh: 
Movement of people of, toward Dien Bien Phu 
Reference to 

Viet-Nam. (See Navarre Plan.) 

Viet-Nam. (See also France, Indochina 

Viet-Nam: 





Communist threat to 6 
Direct approach to, advantage in 292 
Economic assistance to 258 
Independence of, within French Union 6, 7, 11, 12, 20 
Percentage of aid to 85 
Independence of, possibility of 251, 265, 266, 272, 281 
Negotiations between France and, concerning status of Viet-Nam 281, 282 
Representative of, reference to report concerning independence of 20 
Support of forces of, request for 28 
Status of, comparison of, with Indian achievement of commonwealth 
status_. 282 
Troops in, nationality of ; 85 
Village development in India, people affected by 539 
Visa applications in refugee relief program, status of, table on 901 


Visas issued under Refugee Relief Act, effect of, on movement of mi- 
grants is ‘ 902, 903 
Vocational education. (See Education program.) 


Vocational education in Thailand, description of assistance for 1010 
Vocational training of migrants sponsored by Intergovernmental Com- 
mittee for European Migration, explanation of a 893, 894 


Voluntary agencies (see also American Council of Voluntary Agencies for 
Foreign Service, Inc.): 


Members of, list of - - - - 1156 
Voorhees, Hon. Tracy 8., dual capacity of 296, 297 
Voorhees, Hon. Tracy, offshore procurement representative 105, 107 


Voorhees, Hon. Tracy 8.: 
Director, Offshore Procurement, Department of Defense, statement 
of, April 15, 1954 295 
Responsibility of, in mutual special weapons program 301 
Voice of America: 


Campaign by 17 
Need for program 83 
Source of information to Soviet Union- 56 
Use of _ - 197 
W 

Wadsworth, Hon. James, Deputy United States Representative to the 

United Nations, representative at Technical Assistance Conference, 
reference to 790, 794 
Wallace, Henry, reference to 266 


Walter, Hon. Francis E., M. C. (Pa.): 
Appointment of, to attend ICEM meeting at Geneva, reference to__ 896, 912 
Recommendations of, concerning refugees, reference to 897 














1324 


War: Page 
Effect of, on trade with Soviet bloc-_- ; cdi eaten ee 
Strategy of : . : ; 19 

War reserve, reference to poe ..... 999, 1000 

Warning systems, inclusion of, in weapons program 326 


Warren, George L., Adviser, Refugees and Displaced Persons, Departme nt 
of State, statement of 


May 25, 1954 - tere 891 
June 7, 1954 i: Saar 
Water spreading, definition of 82 


Weapons. (See also Research and development.) 
Weapons: 


Administration of program for 93 
Amount of appropriation for program for 93 
Amount of program for : 116, 301 
Expenditures for program for . 115, 116 
Expenditures for program for, replacement of ae 312 
Explanation of program for , 326 
Inclusion of program for, explanation of reason for igo GD 
Nature of, for use in Indochina : 18, 20 
Nature of program for i : .. 300, 301 
Nature of, used in Korea , 18 
NATO requirements for, comparison of, with United States Armed 
Forces : g 7 302 
Obligations for program on, amount of ee 312 
Possibilities of program for, consideration of : _---. 674-675 
Progress of program for Sere ae : 675 
Projection of requirements for program on -___------------------- 312 
Purpose of program for a je 106 
Reduction in program for, effect of ; y Jao. GH, 212 
Reference to program in Europe for = : Bie 669 
Relationship of program for, to offshore procurement 675 
Security considerations in use of United States developments on, by 
NATO ; ‘ ; A oe Jeane 303 
Source of- iowa ee 254 
Termination of mutual special program for = ices a eee 
Warning systems, inclusion of, in program for : : 326 
Wedemeyer, General Albert, testimony of, on China, reference to__-- 44 
Welch, Dean, University of Kentucky, study of Yugoslav grain situation 
by, reference to ; Se 
Weis in India, type and number of Ce re 519 
Western Hemisphere, definitions of, difficulty in determining-- -- . 979-980 
Wheat imports of Yugoslavia, Fiscal year 1954, amount of___------- : 717 
Wheat: 
Purchases of, overseas ed bse wis oe 181 
Shipments to Afghanistan, amount of _- : sisi ee anaes 583 
Shipments of, to Pakistan, amount of rs 160, 167, 171 
Shipments to Pakistan: 
Mention of : ; 5 Lae db tbwati eed enn 212 
ee of 184 
White, E. D., Deputy Director of the Food and Agric ultural Division, For- 
eign One ribdoos Administration, statement of, Apri) 12, 1954_________- 183 
Williams, Mr. Justin, Korean Division, Foreign Operations Administration, 
PO 2) aan, toot kes cae nk s cauek steacnsakae taeee ne 466 


Willson, Clifford, Director, United States Technical C oope ration Mission 
to India: 
Statement of: 


A IROINR SO. galt ot cae naam ed pei ee Oe ten ees 521 

May 5, 1954 chhtee tes 541 
Willys-Ov erland, license for jeep spare parts production held by, reference 

6. «GTR tie on nciitinin ne bnbaad <9 do =k Oda Oh ie celeb ane 751 
Wilson, Hon. Charles E., le tter of, to Hon. Robert B. C hipe rfield, ‘April 12, 

1954, on NATO ec nd al ee a eee 771 


Wilson, E. Raymond, Executive Secretary, Friends Committee on Na- 
tional Legislation: 
Statement of, May 20, 1954 a on CBee. 870 
Statement for the cana of, on authorizations for foreign ee the 874-876 
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Wolf, Morris, General Counsel, Foreign Operations Administration, state- 
ment of: Page 


April 7, 1954__-_-_- Bea : saris ts ad cues tel gaat ss ea ane A 84 
I ae ake ES sabi erks cieabesathiek= 133 
June 7, 1954___-_- ; — 1019 
June 8, 1954 . 1104 
Wood, C. Tyle xr, Economic Coordinator in Korea, reference to 465 
World Bank. (See International Bank for Reconstruction and De »velop- 
ment.) 
World Health Organization: 
Budget of, reference to smallness of a. Pie, <- cali. » 514 


Coordination of, with UNICEF and FAO, re cognition of 
El Salvador project of, explanation of 


Collaboration of, with UNICEF ; 814-815, 838, 844 


chee ile od - 795, 803 


Indian Minister’s attitude toward budget of 514 
Latin American activities of, through Pan American Sanitary Bureau 411 
Malaria control program of, reference to__- 839 


Transfer of responsibility for health programs from UNICEF to, an- 


ticipation of - _- te EE ARE BB aie 844 
Tuberculosis program of, reference to : 839 
Type of assistance given by, comparison of, with UNICEF_______ 815, 844 
Yaws control project of, nature of : : ate ; 840 

Wu, Dr. K. C., reference to : 266, 997 
Y 
Yarmuk River Dam, description of possibilities concerning development 
ees a he ; : ...-. 643-644 
Yaws 
Demonstration program for control of, success of - -- : 840 
Elimination of, example of technical assistance project in Latin Amer- 
ee ; alas ase as Se oe : 377 
Program for control of: 
In Haiti: 
Continuation of, by host country, consideration of 843-844 
Cost to host country of 843 
Explanation of 840 
Success of S40 
In Indonesia, reduction in cost of 846 
Yugoslavia: 
Agriculture in, assumptions concerning 717 
Aid to, justification of 511 
Aircraft authorized for 719, 720, 724-725 
Aircraft program for, nature of 718-719 
Ammunition manufactured by, failure of 106 
Assumptions concerning harvest in 717 
Capital development program in, explanation of 716-717 
Defense support for, fiscal year 153: 
Amount of 715 
Distribution of 717 
Magnitude of, explanation of 715 
Mention of 29, 30, 123 
Deliveries to, as member of international organization, possibility of 720 
721 
Development assistance to, mention of 53 
Direct forces support for: 
Mention of 687 
Proposed amount of 664 
Reason for 1014 
Droughts in, effect of 715, 716, 717 
Economy of, type of, explanation of 715, 716 
Fighting spirit of, reference to 522 
Government in, type of, comparison of, with Formosa 273 
Grain situation in, study of, reference to 717 
Inclusion of figures on 744 
Land ownership in, limitation on 716 
Military assistance to, nature of 718 
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Y ugoslavia—Continued 
Military items for 
Military strength of: 
Contribution to collective security. reference to 
Deterrent to aggression 
Offshore procurement in, amount of 
Population of 
Presentation of program for 
Raw material resources of, deficiency 
tesistance in, extent of 
Soldier of, quality of 
Special program for, reference to 
Strategic position of 
UNICEF program in, continuation of, by recipient country 
UNRRA aid to, effect of 
United States policy toward 
Wheat imports of, fiscal year 1954, amount of . 


- 





